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THURSDAY, MAY 23, 1957 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to notice, in the caucus 
room, Senate Office Building, Hon. Dennis Chavez, chairman of the 
subcommittee, presiding. 

Present: Senators Chavez, Hayden, Ellender, Robertson, Stennis, 
Saltonstall, Bridges, Young, Knowland, Thye, Smith, Dworshak, 
Symington, and Flanders. 


DEPARTMENT OF DEFENSE 
Bupcetr PRESENTATION 


STATEMENT OF HON. CHARLES E. WILSON, SECRETARY OF 
DEFENSE, ACCOMPANIED BY ADM. ARTHUR W. RADFORD, 
CHAIRMAN, JOINT CHIEFS OF STAFF; W. J. McNEIL, ASSISTANT 
SECRETARY OF DEFENSE (COMPTROLLER) ; WILBER M. BRUCKER, 
SECRETARY OF THE ARMY; GEN. MAXWELL D. TAYLOR, CHIEF 
OF STAFF OF THE UNITED STATES ARMY; THOMAS S. GATES, JR., 
SECRETARY OF THE NAVY; ADM. ARLEIGH BURKE, CHIEF OF 
NAVAL OPERATIONS; GEN. RANDOLPH McC. PATE, COMMANDANT 
OF THE MARINE CORPS; DUDLEY C. SHARP, ASSISTANT SECRE- 
TARY OF THE AIR FORCE (MATERIEL); GEN. NATHAN F. 
TWINING, CHIEF OF STAFF OF THE AIR FORCE; AND MAJ. GEN. 
R. §. MOORE, SPECIAL ASSISTANT TO THE SECRETARY OF DE- 
FENSE (COMPTROLLER) 


STATEMENT BY THE CHAIRMAN 


Senator Cuavez. The subcommittee will come to order. 

Today the Defense Department Subcommittee of the Senate Appro- 
priations Committee begins its hearings on the Defense Department 
appropriations bill for fiscal year 1958. 

We welcome before the subcommittee the Secretary of Defense, Mr. 
Wilson, the Secretaries of the three departments, the members of the 
Joint Chiefs of Staff, Mr. McNeil, and your assistants. 

According to the budget document, the Department is requesting 
this year a total of $38.5 billion in new obligational authority. Of 
that amount some $36,193 million is contained in the requests presently 
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before us. The remainder will be presented to the committee. in sub 


sequent measures. 


The House of Representatives has not as yet completed action on 
this measure. However, the House Appropriations Committee hag 
reported the bill to the floor with a reduction of $2,586,775,000 in the 
estimates considered, allowing a total amount of $33,541,225,000 which 
does not include an additional $590 million granted by transfer. 


RESPONSIBILITY OF SUBCOMMITTEE 


In making appropriations for the Military Establishment, the 
members of this subcommittee recognize their grave responsibility 
to our country to maintain a bulwark of defense against the enemies 
of democracy. 

For that reason the committee intends to examine the bill before 
us with the desire uppermost in our minds to provide the Defense 
Establishment with a maximum of strength within our economic 
capabilities. 

n that respect, I need hardly repeat to anyone present the splendid 
history of this committee not only in supporting defense requests for 
funds, but also in urging upon the Department even greater security 
in the form of a more adequate Marine Corps and Air Force. 

But, at the same time, I am sure that the members of the com- 
mittee will want to examine the bill with the idea of practicing strin- 
gent economy wherever possible. 

The total amount requested for the Defense Establishment is the 
largest sum of money any peacetime Congress has ever been asked to 
appropriate for that purpose. It is about 6 percent higher than the 
funds provided last year and 16 percent greater than the $33.1 billion 
provided 2 years ago. 

TOTAL FUNDS AVAILABLE 


Including the new appropriations being considered and funds from 
previous appropriations not yet expended, it would make available 
nearly $77 billion for utilization by the Department of Defense. 

Of this amount—and I want the members of the committee to 
follow me carefully—of that amount $38.7 billion in unexpended 
balances is proposed to be carried forward at the end of fiscal year 
1958. And of this amount about $10.7 billion—over 25 percent—will 
be unobligated, including $2.2 billion in revolving funds, at the end 
of the year. 

Whether there is a real need to appropriate the full amounts pro- 
posed in view of these vast balances is a most disturbing question, for 
the committee. 

In view of the pressing need for the utmost economy possible, I 
hope that you gentlemen of the Department of Defense will address 
yourselves to this situation during your discussion. 

And so, Mr. Secretary, we will proceed with your statement. 

Senator Sautronstatu. Mr. Chairman, might I make this observa- 
tion which I hope may be helpful. 

I note that the Secretary has a brief statement of about 11 pages. 
Would it be your feeling and the feeling of the members that he be 
allowed to proceed through the statement so that we will have it 
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altogether before any questions are asked and the same with the other 
statements that the admirals or generals may make! 

Senator Cuavez. That is a good suggestion. There are no formal- 
ities whatever. We just want the facts as you understand them. 


GENERAL STATEMENT 


Mr. Wutson. Mr. Chairman and members of the committee, I be- 
lieve that not only the American people, but the peoples of those coun- 
tries of the free world with whom we are allied and the leaders of the 
Communist countries behind the Iron Curtain look with great interest 
upon the proceedings before your committee today. 

There is no subject more important than the defense programs which 
our country is supporting. 

I am sure that the American people would not want either our allies 
or our potential enemies to believe that there is any lack of stead- 
fastness on our part in supporting these programs for as long as may 
be necessary in the interest of peace and fre om in the world. 


RESPONSIBILITY FOR MILITARY PROGRAM 


I am glad that you have invited the Chairman of the Joint Chiefs 
of Staff, the Secretaries of the Military Departments and the mem- 
bers of the Joint Chiefs of Staff to be here with me today so that they 
could answer directly any questions that you might have. These are 
the men who are primarily responsible for the preparation and execu- 
tion of the military programs reflected in the 1958 budget. I have 
the utmost confidence in their loyalty, their integrity, and their judg- 
ment. 

HOUSE REDUCTIONS RECOMMENDED 


The House Appropriations Committee has just submitted its report 
on the Department of Defense appropriation bill for 1958 and has 
recommended reductions from the appropriation request totaling 
$2.587 billion. 

We have not had sufficient time to make a detailed analysis of the 
effects of these proposed reductions. 

Some of the proposed reductions represent adjustments in capital 
funds or new obligational authority not immediately affecting the 
program. Such adjustments are a matter of judgment, and it should 
he recognized that most of them will have to be restored in subsequent 
years. 

Other proposed reductions would have an immediate impact on our 
defense program. 

RESTORATIONS REQUESTED 


We hope that your committee will see fit to restore most of the 
amounts of the proposed cuts in these areas, because they represent 
adjustments downward in our defense program of considerable mag- 
nitude and seriousness. If permitted to stand, I believe that reduc- 
tions of the magnitude proposed would amount to gambling unwisely 
with the security of the Nation. 

We wish to be as helpful as possible in explaining to your commit- 
tee our budget requirements. As in previous years, we will be pre- 


a 


SSS SS SS 


\ 











4 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


pared to discuss in detail with this committee the specific effects of 
any changes in the President’s budget request after the House has com. 
pleted action on the appropriation bill. 

As is always the case, facts have been developed during the past 4 
months indicating the possibility of minor adjustments, both plus 
and minus, in the numerous detailed activities incorporated in the 
Department of Defense budget. 

While we will continue to press for further savings and improve- 
ments, such savings cannot be counted upon to make possible a redue- 
tion in the budget or make money available for other purposes. 

I believe we will be fortunate indeed if the savings we can make 
during fiscal year 1958 will offset the added costs that are likely to 
be incurred in carrying out the military programs that are essential 
for the security of the country. 

Our 1958 budget program is both austere and carefully balanced— 
balanced as between maintenance of forces in being and development 
of new items for future strength; balanced as between retaliatory 
power and defensive power, and balanced as between the military 
services and in terms of the capability to deal with varying military 
threats. 

FUNDS INVOLVED IN HOUSE REDUCTION 


In general, the recommendations of the House Appropriations 
Committee involve a reduction of $2.587 billion of which $1.313 bil- 
lion is in the nature of reducing working capital funds and reserves 
available to the Department of Defense. 

These include transfers of $590 million from the stock and industrial 
funds, the cut of $516 million from the unobligated balance of the 
Army procurement account, and $80 million from the Marine Corps 
procurement account and an adjustment of $127 million based upon 
the deutschemark support to be received from the Federal Republic 
of Germany. 

In the case of the deutschemark adjustment supplemental appro- 
priations will be required later in the year if we do not receive the 
full amount of the support anticipated by the committee. 

The House committee’s recommendations to use up some of the 
unobligated balances in the Army and Marine Corps procurement 
appropriations will have the effect of increasing the new fund require- 
ments for these appropriations for fiscal year 1959. 

It will be possible, however, to live with these cuts and with the 
adjustments to the working capital position of the stock and industrial 
funds without real impact on the program during fiscal year 1958 
provided we can follow the committee’s suggestion of submitting in 
this session a direct appropriation request to provide the funds re- 
quired by the Air Force stock fund and by the Air Force industrial 
fund in order to permit the Military Air Transport Service to be 
placed on an industrial fund operating basis. 


EFFECT OF REDUCTIONS ON PROGRAM 


Of the further reductions recommended by the House committee, 
most of them have a direct effect on the Defense Department program. 

In particular, I would like to cite the reduction in operations and 
maintenance funds, where the committee cited a number of instances 
where it was believed that economies could be made. 
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I agree that there is always room for further improvement, but ap- 
parently no account was taken of the fact that there are always nu- 
merous new demands that arise during the year in this area which 
require funds beyond those originally budgeted. 

In the original budget submission, I had reduced the operations and 
maintenance funds requested by the services to as low a figure as seemed 
prudent. No allowance was made in the budget request for the further 
upward trend in costs, although there is no reason to believe that the 
upward pressures will stop during the coming year. 

The cut recommended by the committee in military personnel ap- 
propriations can be made only by personnel reductions below. the budg- 
eted ceilings. While some possible economies were cited, making these 
cuts would leave no flexibility for meeting new necessary undertak- 
ings, such as limited implementation of Cordiner Committee recom- 
mendations designed to retain in service skilled technical personnel. 

The committee further recommended a reduction in research and de- 
velopment for the stated purpose of emphasizing that all possible 
economies should be effected. 

I would like to point out that this account had been cut back dras- 
tically from the original requests of the military services, and I do not 
believe that further cuts can be justified. 

The reductions which the committee recommended to be applied in 
the fields of major procurement in the Navy and Air Force will, for 
the most part, have the direct effect of reducing the military program, 
the principal impact being in the field of aircraft, ships, and missile 
procurement. I believe that these cuts should be restored. 


DEVELOPMENT OF BUDGET 


In considering the current budget I believe it would be helpful to 
review how it was developed. 

In March of last year we began our studies looking forward to the 
fiscal year 1958 budget. At that time the Joint Chiefs of Staff held a 
meeting in Puerto Rico to consider our future military programs. 
They concluded that our basic military programs were generally valid 
and that, so far as they could forecast at that time, would continue to 
be valid through the period 1958-60. 

The Joint Chiefs of Staff further noted that the maintenance of cur- 
rent military programs would, in their opinion, become increasingly 
costly in the period just ahead. 

They estimated, however, that with careful management and con- 
tinual review, annual military expenditures during the period 1958-60 
could be held within approximately 38 to 40 billion dollars if our 
present force levels and deployments were to be maintained. 

I concurred in this estimate although I recognized that we would 
have considerable difficulty in maintaining our programs within these 
figures, and so stated at that time. 

The international situation, as it affects the military program, is 
difficult to evaluate but recent events seem to confirm the soundness 
of our decisions to maintain great military strength for the long pull 
and do not seem to justify major changes in our military planning 
or programs. 
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6 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


RECOMMENDATIONS OF JOINT CHIEFS OF STAFF 


Intensive work continued on the program all summer and fall. In 
November the Joint Chiefs of Staff reconsidered our military posture 
and recommended that— 


In the light of the present international situation it appears desirable that 
our military programs continue to be based upon essentially the present force 
levels and personnel strengths as far as preparation of the fiscal year 1958 budget 
is concerned. It is recognized that should the situation markedly deteriorate 
it may be necessary to recommend increases in certain programs the exact nature 
of which cannot be determined at this time. 

During November and December intensive reviews were held of the 
various proposals of the military departments, and it became apparent 
that the cost of maintaining our forces for fiscal year 1958 would he 
somewhat higher than for either 1956 or 1957. This increase is both 
a reflection of the higher cost of procuring, operating, and maintain- 
ing the newer and more complex weapons systems and equipment and 
the result of increased prices for materials, services, and wages, par- 
ticularly in the segment of the economy supporting our defense effort, 


EFFECT OF RISING PRICES 


The cost squeeze that rising prices have placed on the defense budget 
is illustrated by the fact that defense dollars in 1958 will only pur- 
chase about 88 percent as much as defense dollars would in 1954. 
Looked at in this way, our present request is considerably less than 
the 1954 budget of $35.2 billion. 

Our expenditures are also affected by this cost squeeze. The cur- 
rent expenditure rate in the Department of Defense is in excess of 
$38 billion per year, and based upon our recent experience it will be 
very difficult to keep expenditures for our military program during 
1958 within that figure. 

The size of the Department of Defense budget and the fact that such 
a large proportion of our tax dollar is spent for defense purposes in- 
vites attention by anyone who favors lower spending and lower taxes. 

As a generalization, most of us would like to see both, but we must 
be careful that what we do is related to the facts of life and is truly in 
the national interest. Loose charges of overlapping, duplication, and 
waste, are easily stated, but in most instances are grossly exaggerated 
and relate to only minor aspects of Defense Department programs. 


SOUNDNESS OF ORGANIZATION 


Our present defense organization is sound and is in the American 
tradition. It provides clear channels of control and at the same time 
provides for the efficient administration of the separate services. 

The statement of roles and missions recommended by the Joint 
Chiefs of Staff at Key West and Newport and approved by the Secre- 
tary of Defense, James Forrestal, and as modified in 1953, is still 
fundamentally sound and effective in implementing the intent of Con- 
gress as expressed in the National Security Act. 

I do not subscribe to the belief that any particular benefit would be 
derived by abolishing the separate military services and putting the 
men all into the same uniform. 
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From time to time some clarification in regard to how the roles and 
missions apply to the new weapons being developed is required. 
Prompt action is being taken in these areas as soon as the problems can 
be identified and the decisions made after an accurate assessment of the 
situation. 

The advantages of hindsight are obvious, but in the development 
of the modern weapons that are required for the defense of our 
country, which often take years before they reach the testing stage, it 
is desirable in many instances to try more than one way of producing 
a weapon in order to save time and make certain that the best one for 
the purpose is developed. 

Duplication of this sort is necessary insurance when we are dealing 
with the development of revolutionary new weapons that tax the limits 
of our scientific knowledge. 


MANAGEMENT PROBLEM 


However, we obviously cannot carry all programs through the hard- 
ware stage and do not intend to do so. The basic management prob- 
lem we face, therefore, is in deciding when to thin out the development 
projects so that unnecessary duplication is eliminated as we go into 
the major procurement stage. 

In the face of the upward trend in defense expenditures, it should 
be apparent to all that the strictest economy in every aspect of the 
defense program, force planning. programing, and day-to-day opera- 
tions, is a must if expenditures in the years ahead are to be held to 
reasonable levels. 

With the increasing cost of modern aircraft, ships, and missiles, it 
is clear the forces and weapons making up our military program must 
be selected with the greatest care. Technological progress in weapons 
is proceeding at an accelerating rate. Weapons and equipment are be- 
coming ever more complex and costly. There is no reason to suppose 
that this trend will not continue in the future. 

The changes in major forces which have been made during the last 
4 years and which we are proposing for the coming fiscal year are in 
accord with this principle. 

There has also been a general tightening up in the numbers and types 
of supporting forces in all the services. Only those essential to the 
effective operations of the major forces are being retained. 


REDUCTION IN MANPOWER 


With respect to manpower, substantial reductions have been effected. 
The number of military personnel on active duty has been reduced 
from about 3,555,000 at the end of the Korean war, to 2,800,000. This 
isa reduction of 755,000 active duty military personnel. 

About 400,000 of this reduction is attributable to the end of combat 
operations in Korea, but the balance has been achieved principally 
through better utilization of military personnel, especially as new 
weapons have come into the arsenal. Military personnel allocations 
to the operating forces has been increased from 57.4 percent on June 
30, 1953, to approximately 62 percent at present. 

Civilian personnel has also been substantially reduced over the past 
4 years. Direct hire Defense Department employment has declined 
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from 1,426,000 on January 31, 1953, to about 1,170,000 at the present 
time, a reduction of about 250,000. 


Contract hire of civilians overseas has been reduced from 425,009 
to about 275,000 during the same 4-year period, a reduction of 150,000, 


MATERIEL REQUIREMENTS 


With respect to materiel, particularly spare parts, there has been ' 


considerable tightening up on requirements. All the services are now 
programing their spare part requirements on a much more conserva- 
tive and economical basis. 

Looking back over the past 4 years, I am certain that good progress 
has been made in achieving greater economy and efficiency in the day- 
to-day operations of the Defense Department. Organizations and 
procedures throughout the Department of Defense have been im- 
proved. We believe there is room for further improvement, and we 
are still working at it. 

It is impossible to have dealt with the military program over the 
last few years without realizing that never in the history of the world 
have there been such rapid changes in military weapons. Our top 
military people have a great responsibility in trying to appraise these 
new weapons and determine their military value in relation to their 
cost. 

SUMMARY OF POSITION STATED TO HOUSE 


In discussing the 1958 budget program with the House Appropria- 
tions Committee, I summarized my position as follows: 

The military program and budget proposed by the President for fiscal year 
1958 are, in my judgment, adequate for the security needs of the Nation. This 
judgment takes into consideration the present state of international affairs. 
We have now, and through this proposed budget will continue to have, the military 
power required for the support of our foreign policy and for the security of the 
United States as well as the security of the free world as a whole. The forces 
provided are the most powerful this Nation has ever supported in peacetime. 

I cannot foresee, at this time, any justification for a reduction in the Military 
establishment, nor in the total annual military expenditures of the Department 
of Defense below the present level, short of a drastic improvement in the inter- 
national situation. With prudent management, neither do I foresee the need 
for any important increases in these forces or their costs short of a war. 

I believe that this is still an accurate picture of the situation we face. 
While some may believe that there is current hope for improvement in 
the international situation there is no real basis, as far as I can see, 
for assuming that the danger has already lessened. Cuts based on 
hope alone are too risky. 


PROBLEMS IN EUROPE AND THE FAR EAST 


Europe and the Far East are still full of difficult, unresolved prob- 
lems. While the shooting has stopped in the Middle East, the prob- 
lems in that part of the world have not been resolved, and by the time 
our present defense budget passes the Congress, new, difficult situa- 
tions there, or elsewhere in the world could confront us. 

Short of a real improvement in international relations or a dis- 
armament agreement with proper safeguards, I do not see how our basic 
policy of military strength can be safely changed or that real reduc- 
tions in our security programs can be made. 
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This is not only my view, but is the unanimous position of the 
Joint Chiefs of Staff and the Secretaries of the military departments. 

Senator Cuavez. Admiral Radford, Chairman of the Joint Chiefs 
of Staff, has a short statement that I think he should make at this 
time because this statement will help in questioning the Secretary on 
the full subject matter of his statement. 

Admiral, you may proceed. 


STATEMENT OF ADMIRAL RADFORD 


Admiral Raprorp. Mr. Chairman, as Secretary Wilson has indi- 
cated, the other Chiefs and I would be most happy to answer directly 
any question you may have with respect to the 1958 defense budget. 

We believe it to be a sound budget and a necessary one if we are to 
have the type of defense for this country which will insure the security 
of our people and institutions. 

Because of my views, which are included within the scope of Secre- 
tary Wilson’s remarks, I have no formal prepared statement. 

I merely wish to emphasize for the record that our 1958 budget 
program is as well balanced as the best military planning and thinking 
could devise. Large cuts in the budget would not only disturb that 
balance but, in the opinion of the Joint Chiefs of Staff, would risk 
the security of the nation and the free world. 

Senator Cuavez. Thank you, Admiral. 


EFFECT ON BUDGET OF UNOBLIGATED BALANCES 


Mr. Secretary, as stated by me in my opening remarks, I believe 
the committee 1s disturbed about the unobligated balances that run 
into billions. Will you kindly explain to the committee why the un- 
obligated balances should not have an effect on the budgetary request 
in the bill now before us? 

Secretary Witson. The unobligated balances that occur in our esti- 
mates each year are necessary for two reasons: 

First, we do not get our obligational authority usually until about 
the first of July when the fiscal year starts. We achieve greater 
economies in the place when we do our business regularly month by 
month. 

So we need carry over to handle the business properly during the 
summer. 

Also, in the Defense Department, we believe in full funding, as 
we call it, of the programs approved by the Congress. 

In other words, if we are going to start a ship, let us say a Forrestal 
carrier, we ask Congress for all the money to complete it. 

But as we purchase that ship we first buy the hull and the other long- 
lead time items and we postpone the obligation, or placing the order 
with the contractors, when we have a shorter lead time, as long as we 
can. 

So while some of that money is not obligated in the strict sense that 
if we do not go ahead with the project we would have cancellation 
costs, in our mind it is committed toa program. It is programed, but 
not obligated. 


SLIPPAGE OF PREVIOUS AIR FORCE PROGRAM 


The carried-over funds, unobligated funds, are only about half what 
they were when I first came down here. I recall very well that one of 
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the things I found in the Air Force was that the program had badly 
slipped. I found in January that the rate of expenditure estimated in 
the spring of 1952, when the budgets were before the Congress—the 
previous administration being responsible for the figures, and they 
were correct so far as I know—clearly showed that the program had 
slipped the equivalent of $4,800 million, and I took it out of the unobli- 
gated carried-over funds and I never was able to explain what I did go 
that the people understood it. People accused me of cutting the Air 
Force program. 

Senator Cuavez. That is the point. We would like to have the peo- 
ple understand it. 

Secretary Witson. Now, the reason they didn’t understand it is that 
there are two important aspects of the budget. One is the rate of ex- 
penditure in dollars per year, which is the cash drain on the Treasury, 

The other is the new money granted, or appropriations. 

Following the Korean war and the recognition that our defenses 
had dropped down to a pitifully low level and that we had a war on 
our hands, Congress appropriated very generously large sums of 
money, I think in one year it was $60 billion. 


UNOBLIGATED FUNDS DUE TO CESSATION OF KOREAN WAR 


The money could not be obligated or spent that fast per year, of 
course, and it resulted in a large carryover of unobligated funds which 
we have been whittling down ever since. 

This amount that the House proposes to take away from the Army 
came about through a decision, and a proper one I am sure, to put 
enough money in the Army budget to continue the Korean war. For- 
tunately, the war was over within 1 month of the new budget year and 
that money has been available ever since, plus certain reimbursements, 
and we have been whittling it down year by year. 

This action as proposed now could have been done last year or the 
year before last or even 3 years ago. 

There is a little difference in that way between the Army fund and 
the unobligated carryover balances in the Air Force and the Navy. 
Most of the Army items are for unit items, not like the ship I was talk- 
ing about, or even like the follow-on spare parts. 

However, the Army clearly had in mind what they were going to 
use that money for a little later, but they were not going to obligate 
it in 1958. 

Now, that is the best I can do with it. 

Of course, there is another set of figures that are not talked about 
very much, and that is the program. We call it the program for 
service obligations. That is the release of the money appropriated 
both currently and previously by the Congress for obligation. All 
three of them together—appropriations, obligations, and expendi- 
tures—determine what we are really going to do. 

Senator Briwwcres. Mr. Chairman, may I ask the Secretary a ques- 
tion ? 

Senator Cuavez. Certainly. 


SINGLE YEAR APPROPRIATIONS 


Senator Brinces. Are you familiar, Mr. Secretary, with the method 
which we used in the Senate for years appropriating money for all 
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departments, including the armed services? I refer particularly to 
actual appropriations to tie into the anticipated expenditures for the 
forthcoming fiscal year, and, in addition, providing contract author- 
izations for, let us say, the building of a carrier. In this manner we 
accomplished appropriating the amount needed each year and avoid 
carryovers. iy ree 
Secretary Witson. I will say I am reasonably familiar with it. I 
used to be on the other end of it. 

Secretary McNeil knows a great more about it because he has 
watched it all the way. 

Senator Brivces. The Senate’s position has always been to proceed 
in that direction; the House has always taken the other position, of 
providing full appropriations to finance the entire project, or has in 
recent years. 

Your Department would be more affected by it than any other de- 
partment. What is your reaction to that? 

Secretary Witson. The big thing is to decide what is the right 
thing to do and what should your program be. It is going to cost you 
the same amount of money either way if you have the same program. 
So the big point about which kind of system you are going to operate 
is whether it does or does not determine the right thing to do to manage 
the program. 

Senator Brinees. Could you not manage it better in the way I sug- 
gested; in the old manner? We certainly would not have difficulties 
that we do today, or the misunderstandings. 

Secretary Witson. I do not know about the misunderstandings of 
the past. I think the present system can be made to work quite well, 
and a great many people understand it now. I do not think it would 
lead to any saving of money to operate it the other way. 


IMPACT OF INCREASING COSTS ON ESTIMATES 


There is another troublesome thing that you face in both cases. That 
is any increase in cost. You estimate what you are going to spend X 
years ahead for a purpose. You still want the same number of ships 
or units or airplanes, and so forth. 

If steel and copper and all the materials go up while you are in the 
process of producing them, and if labor costs more, your initial esti- 
mates aren't good any longer and you either have to get supplemental 
appropriations or take it out of these broader accounts where you have 
the credit in the bank. 

The big thing is, Is your program sound and does it represent what 
is needed by the country? It is going to cost you the same in each 
case. 

Senator Bripees. It might now. With the system under which the 
Senators and the Congress proceeded in years past, we would 
balance it off each year. You would come in and it would be up to 
the Congress to maintain the control of the purchases. Also, if there 
were increased costs or if there were lower costs from year to year, 
it would be adjusted year to year. 

Senator Cuavez. And we never refused that adjustment. 

Senator Brinces. And we determine how fast the program pro- 
gresses. I think there isa great deal of merit to it. 

Secretary Witson. I would say, with proper understanding of the 
problems, you can do it either way. You are really advocating the 
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British system. That is the way the British are doing it. As far as 
I know, they are now taking a good look at our system. 

Senator Cuavez. Let us do it the American way and see how our 
dollars are going to be spent. 

Senator Brincrs. They may have copied our procedure because we 
did it some time ago over a period of years. I never have had the 
esr es we have had over the misunderstandings of the carryovers 
today. 

My understanding is that you are trying to put the defense program 
on a basis that this country can maintain over a period of years. 

Secretary Wirson. And get the figures in such a form that every- 
body will understand what is going on. 


PROGRAM FOR SERVICE OBLIGATIONS 


Now, we worked very hard to get this third set of figures which I 
am talking about, which I call program for service obligations. If 
the program is all carried out as planned and the cost estimates are 
correct, then you will have the same thing and the figures will hang 
together. 

One of our reasons actually for our heavy drain on the Treasury 
currently is that our program for obligation for 1957, including ap- 
proximately $700 million of the $900 million extra the Congress gave 
us last year, that we did not ask for, finally turned out to be about 
$391, billion. 

We got the purchases much better organized. Our contractors gen- 
erally are doing quite well as far as the quality of their product and 
their ability to deliver on time, and the bills are coming due. 

Senator Brinces. There, of course, you get right into the problem. 
When we appropriate money and it is held, we will say, for some- 
thing that is going to take 3 years to materialize, the situation may 
change vastly from the time Congress has appropriated that money 
and the time the military is ready to use it. 

Under the other system the Congress would constantly keep its 
fingers on the pulse of the appropriations you are spending. 

Secretary Wurson. As I say, most attention is paid to the one that 
we ordinarily call the budget, which is the new money that Congress 
gives us, new obligational authority. There is also the other element, 
estimated cash drain on the Treasury. 

We pick up a little money from other sources, like the deutschemark 
support and recapture money by selling surpluses or drawing down 
excessive stock levels, like our stock fund operations. 

There is the program for service obligations. That is what the plan 
is which involves the obligation of money currently in the new appro- 
priations as well as the carryover of the past. 

Then there is this amount, and we show it every year, of unobligated 
carried over funds; and then there is the total money that is on obli- 
gation, bills not yet due but commitments that are made and contracts 
let. 

To understand the whole business you have to look at all those figures 
and no matter what system you had you would still have to do it. 

If you did not, you would start more things on a partial obligation 
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OBJECTION TO SINGLE YEAR APPROPRIATION SYSTEM 


The reason I am not enthusiastic about the other way of doing it— 

Senator CuHavez. Which way is that? 

Secretary Witson. Of current year funding only. 

Senator Cuavez. You are not 

Secretary Witson. No. The reason for it is that people get enthusi- 
astic about their new projects and they underestimate how much, it is 
going to cost because it is easier to start something that is only going 
to cost $100 million than it is something that will cost $150 million, 
and you will get more projects started and get your capital frozen up 
and you won't put it on the right thing later on. You get a building 
half built and you have to finish it. I personally think that by design- 
ing carefully our present system and understanding how it runs and 
everybody understanding it, it is probably the best way. 

Senator Brivces. It could be; but’ once an appropriation is made 
for 3 or 4 years hence and the amount is held in reserve, Congress loses 
control of the money. 

Under the old system the Congress had a review each year. I do 
not want to take up the time here, but I think there is merit in the 
old system. I can also see your argument on this one. 

Secretary Wirson. It all depends on how you want to control the 
business. Do you want to control the business or do you want the 
President to go ahead and run it? 

Senator Cuavez. Do you not think that Congress should be advised ? 

Secretary Wiison. Certainly I do. 

Senator Cuavez. At the same time you are spending the money 
instead of waiting 3 or 4 years before they know. I think that is what 
Senator Bridges has in mind. 

Secretary Wirson. If you look over the figures that Mr. McNeil has 
together it is all there, but it is a sort of troublesome thing to kick these 
figures around. I happen to be an old engineer, so figures are a little 
easier for me than they are for most people. 

But it is all there. It all has to be there. Otherwise you start a lot 
of things and you don’t have the money to finish it. Then you get 
your capital tied up, like in a business, in bricks and mortar and you 
don’t have anything left for working capital. 

I have been familiar with the same problems in business. You have 
to know what you are doing and you have to keep your books so that 
you know what you are doing. 

Senator Ronertson. In due time I should like to ask a few questions. 

Senator Cuavez. Yes. Every member will be given an opportunity 
to ask all the questions he desires, or think are pertinent. 


EFFECT OF BRITISH RETRENCHMENT IN MILITARY SPENDING 


Now, Mr. Secretary, in my mind at least there is one matter that has 
been confusing me or at least giving me some concern in deciding on 
this budget. 

In April the British Government announced a large-scale retrench- 
ment in military spending. Would you tell us what in your opinion 
will be the short- and long-range effect this will have on our own 
military ? 
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Secretary Witson. I think that we must decide what is good for our 
country independent of what any particular nation does. 

Senator Cuavez. I did not ask you that. 

Secretary Witson. Therefore, [ don’t think it necessarily will have 
any effect on our program, because I think we have to do what is right 
for our country. We cannot let the other people settle our business. 


Senator Cuavez. Even if we are considering their obligations for 


military defense ? 

Secretary Witson. If we think that is the right thing to do, it will 
cost us money. If we don’t think it is, it won’t cost us money. 

Senator Cuavez. They are our allies and belong to NATO, but it 
seems that the American people are the only ones that are carrying the 
load. 

Secretary Witson. I will say this: There is nothing in the budget 
before you gentlemen that is there on account of picking up extra 
expenses that the other people did not have. We have not done that. 
We have thought that the Germans should continue to support our 
forces as long as we had some people over there, and they had not 
built up theirs. Whether we get this full amount of deutschemark 
support or not, they have their problems, too. It isa matter of negotia- 
tion between the Germans and ourselves. 

I think that is the best straight answer that I can give. We have 
not picked up the checks for anybody else in our budget, Senator. 

To the degree that we did or didn’t would be the future policy of 
the country depending on the world situation. 


Senator Cuavez. I have just one more question with reference to 
the National Guard. 


AUGMENTATION OF NATIONAL GUARD 


Last year as a result of testimony from the Army National Guard, 
the Congress added $11 162,000 to increase the strength of the Guard 
to 425,000 and also added 3 million more to increase the technicians’ 
program. From a justification I note that you expect to have 400,000 
men in the Guard at the start and at the close of the coming fiscal year. 

I also note that there will be $18,862,000 in unobligated balances 
no longer available as of June 30, 1957. 

Now, the committee was assured by the National Guard last year 
that it could utilize these funds for augmentation of the guard pro- 
gram which after all is part of our national defense. 

Would you care to comment on the proposed—— 

Secretary Witson. Not unless you especially would like me to. 

Senator Cuavez. I have great respect for your judgment. 

Secretary Witson. We try to handle the guard business just like 
we have every other piece of our military business. Of course, at 
one time a lot of people thought that this 6-month training business 
would cut down the guard and we would not have enough guardsmen. 

Actually we are embarrassed, we have so mi iny more that we have 
a surplus. I think our figure of 400,000 that we have financed, if the 
guard is selective and goes for quality, will give us a very fine National 
Guard. 

I have no worry about working it out on a sound basis. 

Whether currently anybody wants to cut down the carryover for 
a particular program or part of the expense of the guard, that is a 
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separate matter, and I would like to have it discussed by the Army. 
It was not one of our big problems, I assure you. 

Senator SauronsraLy. Mr. Chairman, are you through, sir? 

Senator Cuavez. I am through. With the permission of the other 
members of the committee, I would like to have Senator Saltonstall, 
who is the ranking member of this subcommittee, proceed. 

Senator Savronsratt. Thank you, Mr. Chairman. 

There are a great many people here, Mr. Wilson. I would like to 
ask you just three general questions at this time, sir. I shall have 
some more detailed questions later. 


VIEWS ON UNIFICATION 


First, you stated on page 8 of your prepared statement that— 


I do not subscribe to the belief that any particular benefit would be derived by 
abolishing the separate military services and putting the men all into the same 


uniform. 

Now, there was a statement, for instance, in the paper this morning 
about another suggestion about closer unification than we have now. 

I would appreciate your comments as to whether you believe greater 
unification of the military service would result in reduced cost or 
whether it would have no effect, and your general feeling as to whether 
it would be a wise move or not. 

Secretary Wixson. Senator, for 20 years I have struggled to try to 
overcome the handicap of bigness. From my experience, both outside 
the Government and since I have been down here, I do not think that 
it would improve the situation to concentrate more power and au- 
thority in 1 man or 2 men. 

Let us say in the Chairman of the Joint Chiefs of Staff and the 
Secretary of Defense, whoever they might be, bigness is to get the 
right kind of information and decide on the right thing to do. The 
tendency in all big business is to try to decentralize, not concentrate 
at the top. 

It is actually tied up with our type of government also. You may 
not be satisfied to talk to the admiral and myself and have us tell you 
the whole business and that is it. 

You want to talk to all our assistants and you want to talk to their 
people and you want to get the facts. Anyone that has the responsi- 
bility that the Chairman and I have and the rest of the men sitting 
up here, the real problem is for us to get the best possible information, 
study it carefully, and then use our combined and best judgment to 
do the right thing. 


When a decision is made, then you have to have the authority to 
put it through. 

I assure you that from my experience I would not try to centralize 
further. I think it would do no good whatever. 

There is talk about the differences of opinion among us. You can- 
not order people to come into agreement when there is no agreement. 
A healthy difference of opinion between people who have a common 
objective is a sound thing. 

Historically Americans don’t believe in dictators and people that 
sit up in an ivory tower and try to tell everybody what to do. As far 
as my own conception of authority, if you have to lean on your au- 
thority to get things done you probably are not capable of running 
a business in the first place. 

92576—57—— 2 


16 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


The only reason I ever wanted any authority in all my experience 
was to keep someone else from usurping the position and doing the 
wrong thing. It is a difficult thing to try to explain, Senator, but I 
would not change it. 

Senator Sautronsraty. You have all the authority then that you 
feel you should have or need as Secretary of the Defense Department? 

Secretary Wirson. That is right, and in addition I understand our 
type of Government. The President cannot do things without check- 
ing them with the Senate and the House and we all] have to get into 
it together and know what is going on and be in reasonable agree- 
ment on it. 

QUESTION OF DUPLICATION 


Senator Sauronstaty. Now, I have another general question : 

On page 8—I will not read the whole of the last paragraph—but 
you state in substance it is desirable in many instances to try more 
than one way of producing a weapon in order to save time and to make 
certain that the best one for the purpose is developed. 

Now, there has been a great deal of criticism that there is much 
duplication in the research and development of weapons and dupli- 
‘ation between the services, thereby increasing the cost and thereby 
creating waste. 

Have. you any further comment on that ? 

Secretary Wirson. I tried to explain it in my short statement. I 
guess you will remember last year a good many people were saying 
the Russians are closing the gap, and a lot of stuff like that, and my 
friends in the research and development end of the business did not 
think we were supporting enough program. 

We got a great push to put an excessive amount of money behind the 
new atomic-powered airplane, ahead of the technology that would 
make it worth very much. 

It is part of the business and it has to be carefully studied. I think 
we are handling it about right. In this technical area the machines 
rate themselves. They have no party line; they have no political 
thinking. 

It finally comes out to be what the laws of nature say you are going 
to get out of it. Sometimes there are 2 or 3 ways that look promising 
to accomplish the thing and you don’t know which one is the best 
to begin with. 

Under the pressure that we have been under in our country to make 
sure that our Military Establishment was adequate, we have tried 
to cover the thing more thoroughly and try to save time by spending 
more money in some cases. 


RESEARCH AT GENERAL MOTORS CITED 


If you do not mind my referring to the past a little bit to try to ex- 
plain it, we did that same thing in a big way in General Motors one 
time. We could see there was going to be a great public demand for 
automatic transmissions. We had two w ays in which we thought they 
could be produced. 

I finally approved going ahead with both of them. One was called 
the hydramatic, the other is dynaflow. One is based on hydraulic 
shifting of the gears and the other is a turbine drive. 
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As a result we had two good ones and the competitors did not have 
any. If that is the result we achieve once in a while in our military 
business, I don’t object to that. But we have some alternative projects 
going on. They would be going on just the same if you had them all 
jn one service. 

The Air Force has some duplicate projects now, right in the Air 
Force. 

BILLY MITCHELL CASE 


On this question of putting men all in one service, whether they 
would agree any better or whether we would have a better organiza- 
tion, I was just reminded by reading something in the paper about 
Billy Mitcheil not long ago, that they are going to try to restore his 
status or his official record. He was court-martialed for insubordina- 
tion. That was a difference of opinion right in the Army. 

The Air Force was part of the Army when that happened. 

I assure you that you can’t just order honest men to come into 
agreement. 

Now, when men disagree with me I always want to know why. Go 
ahead and state your case, what are your reasons. Sometimes I change 
my opinion if the man has some new information that I didn’t have, or 
a different experience. 

Senator Cuavez. Have you changed your opinion about Billy 
Mitchell ? 

Secretary Witson. That is not my problem. 


DUPLICATION IN WEAPONS DEVELOPMENT 


Senator SALTONSTALL. Mr. Wilson, we are interested here essentially 
in waste and increase in efficiency. Now, you recently issued an order 
about missiles as between the Air Force and Army and so on. There 
was some disagreement. 

Do you believe that at the present time in the method employed by 
you or under your direction there is not waste and lack of efficiency 
or duplication in the development of weapons? 

Secretary Wuitson. I think you have to weigh that with the im- 
yortance of progress or of time in relation to the expenditure of money. 

Ve are trying and still are testing two different approaches to the 
IRBM, the intermediate range ballastics missile. One is being pro- 
moted and worked on by the Army; the other by the Air Force. 

On the intercontinental missile, on the ICBM, we get two approaches 
right in the Air Force itself, technically different, and we are spending 
substantial money on both of them because we don’t know which one 
is the best. 

The one that we think is probably the best is farther behind than the 
other. 

You could argue that we are wasting money by the dual approach, 
but we believe it is justified by the effort to save time and the relative 
importance of it. It gets the top priority as determined by the Presi- 
dent, and a great many men in the House and in the Senate also thought 
it was the big priority program and an important thing for our 
country. 

So we are spending the money to do it. As soon as we have enough 
technical information to determine which alternative method is the 
best, we will probably go to only one. 
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In some cases if we need enough of the items and there is enough 
difference, with different kind of applications, we might keep both 
of them in production. 


SINGLE INTERMEDIATE BALLISTIC MISSILE ANTICIPATED 


Ordinarily we would not. We have already determined that we 
are going to make only one intermediate range ballistic missile, but 
we don’t still know which one it is going to be, or whether the final 
one is going to be a combination of the things that we find out tech- 
nically ‘from our testing of both of them. 

Senator Savronsra.t. So that in this instance in the method being 
carried out under your direction you do not think there is waste in the 
development of the weapons? 

Secretary Witson. No, considering the problem. 

You see, when you come right down to this military business we 
hope that all of this stuff will be wasted and we will never have to use 
it ina big war. I hope it will all rust away some day and not have to 
be used. 

So it is all going to be wasted if you want to look at it that way. 

So the big thing is, are we properly maintaining a strong military 
position in the w orld as long as we think that is the safest way for 
our country to proceed, and I personally think it is. 

Senator Satronstrauu. I have two more general questions and then 
I have detailed ones I will not ask at this time. 


THE CORDINER REPORT 


On page 4 of your statement, Mr. Wilson, in the last paragraph, 
you say: 

While some possible economies were cited, making these cuts would leave no 
flexibility for meeting new necessary undertakings, such as limited implemen- 
tation of Cordiner Committee recommendations designed to retain in service 
skilled technical personnel. 

What do you mean by the words “limited implementation,” and 
what is your feeling about the Cordiner report? Should it be con- 
sidered by Congress; or, if it is in limited implementation, can that be 
done without new legislation ? 

Secretary Witson. To talk about the Cordiner report in total and 
properly explain it in all its details, would be a whole day’s session. 

Senator Sarronstai. I did not mean to get into that. 

Secretary Wirson. A piece that we put into effect, or are in the 
process of putting into effect, involves nonce ommissioned officers and 
is in line with the Cordiner Committee’s recommendations. It is the 
first step. 

The problem has been to pay noncommissioned officers or the people 
in that grade that have technical competence, that we want and need, 
in maintenance, electronics and other skilled trades. If we promote 
a man, make him a master sergeant, or chief petty officer, the history 
of the past is that he expects to be a boss and quit working. 

What we need is the proper workmen, if you want to call them that, 
or technicians, to do their work, but not in the line of command. 
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ADEQUATE AUTHORITY UNDER PRESENT LEGISLATION 


Now, this was clearly identified by the Cordiner Committee. To 
some degree it is being done now by the Army. We have enough 
authority under present legislation to pay technicians the advanced 
pay. We pay the corporal, for instance, the pay of a sergeant, with- 
out making him a sergeant, if he had the technical competence to do 
the work which you think you have to have done. 

And we are starting to do that under present legislation. The 
Cordiner Committee recommended a new pay scale, some new figures 
and amounts to pay different people. They recommended this thing 
we are doing now, that you could promote a man two steps ahead on 
the basis of his technical competence. 

Proficiency rating we call it. 

In addition they recommended the creation of two additional ranks 
above the present top enlisted grade. That takes more legislation 
and would cost considerable money. 

We think that it needs more study and care so we were not ready 
todo it right now. We have gotten the report a little late. We figure 
that we will study it over carefully and make additional recommenda- 
tions to tlie Congress next year. 


IMPLEMENTATION OF RECOMMENDATIONS 


There are two things that the Cordiner Committee recommended 
that we thought we could do. One of them was a plan for the reten- 
tion of Reserve officers, young Reserve officers. 

We have legislation proposed that would give us the authority to 
do that. We discovered that we could make a first step in the non- 
commissioned officer area without asking for any other legislation or 
upsetting anything. 

And we would have to find out how to do that properly. 

In other words, give a man a proficiency rating based on his skill 
and ability as against the line of command business. The need is 
there, there is no question about it, it has been recognized for more 
than a year. 

So we thought we would be justified in trying to move any place we 
could under existing legislation when we see a need. 

Now, it would apparently on the face of it cost about $50 million 
to do this. 

We finally said—and got the services to agree—that we would try 
to absorb that in our present budget request. So when somebody 
looks it over and whittles it right down to the very last, you see, then 
you have no flexibility left. 

I just mention that as one of the little items. There are others, of 
course, that are involved in it, too. 

Senator Cuavez. Mr. Secretary, if you will be so kind, I want you 
to answer a question that kind of disturbs me a little as a result of 
the answer you gave to Senator Saltonstall. 

You gave the example of the corporal who was so trained technically 
that you under your authority had the right to give him a sergeant’s 


pay. 
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Secretary Wiison. As a matter of fact, the maximum is two grades 
above. Our plan, of course, is to make it a step at a time. 


MORALE FACTOR 


Senator Cuavez. Just follow me further. What about the morale 
of that same corporal who is good enough to be able to earn his ser- 
geant’s pay, but is still a corporal 4 Does not the morale enter into 
the picture? If he is good enough to be a sergeant, to get the sergeant 
pay, why should he not be a sergeant instead of. being kept only a | 
corporal? Is there any reason? “They are all human. 

Secretary Wirson. That was no different than the problem in the 
shop as between a toolmaker and a production worker or foreman or 
anything else. I don’t know in a free society how you pay people 
less than they are worth and keep them in the service. 

Senator Cuavez. That is the point I am trying to make. I want 
to pay them everything they are entitled to, but T think they should 
have that rank. I want you to pay that corporal every thing that he 
is entitled to even if you have to raise his wages quite a lot, but at the 
same time I think it does affect his morale which I think is important 
in the military or anywhere else. 

Secretary Wiison. Mr. Chairman, I tried to explain that by point- 
ing out if you gave the man the command rank, that he wants to be a 
boss and quit working. 

Senator Cuavez. I have known very few sergeants in my life that 
did not work. Asa matter of fact, I think they do the work. 

Secretary Witson. Well, a certain kind of work. I have nothing 
against sergeants, you understand. 

Senator Cuavez. Except the rank ? 

Secretary Witson. No. There will be plenty of them that will have 
the rank. There is another thing that people worry about on morale. 
That is what they call the dilution of the service. If you make all the 
corporals sergeants, then the sergeants don’t feel like they have much 
of a position any more. 

Senator SatronstaLti. Mr. Chairman, I have two more very general] 
questions. 

Mr. Wilson, you testified throughout your prepared statement in 
favor of the restoration of much of what the House cut or at least the 
one billion three. 
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INCREASE IN COST OF EQUIPMENT 


If we put off the procurement that has been reduced in the airplanes 
particularly, the spare parts, and Navy Air, and in Army procure- 
ment, in your opinion will this equipment cost you more if we have to 
have it? Can we eliminate it as far as you can see for the 1959 budget 
or if it has to be put in will it enormously increase the 1959 budget 
over what we are saving in the 1958 budget? 

In other words, is the equipment going to cost more? We all know 
that costs are gradually going up. If we are going to procure this 
are we going to ultimately save our Gov ernment. anything by putting 
it off. 

Secretary Witson. No, I would not expect it would save anything. 
That is not the way I look at it. I think we have to do it in an orderly 
manner. I do not think the country can afford to try to buy a whole lot 
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ahead because you think you can buy it cheaper today than a year or 
two from now. Any saving in cost would be more than offset by the 
cost of obsolescence. 

Senator SaLronstaLi. You said you did need it and the House says 
you do not. 

Secretary Wixson. Yes. 

Senator Sarronsratn. Who is right ? 

Secretary Wirson. I have my own opinion about it and I think I 
have the finest military advisers in the world. 

Senator Savronstatu. In other words, you believe that this com- 
mittee, so far as you can see at the present time, should put back the 
money for the aircraft procurement in both the Air and the Navy ? 

Secretary Witson. I certainly do. 

Senator Satronsrauti. And that in the end it will not only increase 
the efficiency of our defense, but will also not ultimately save any 
money by putting it off? 

Secretary Wixson. I will be frank to tell you men that I had an 
awful time to get the thing down to the President’s budget. If I had 
listened to all my military people, we would have been in for more, I 
can assure you of that. 


INOPPORTUNE TIME TO REDUCE PROGRAM 


We finally agreed that this was a minimum, austere program. I 
don’t see why we should cut it now. It mystifies me a little bit. I don’t 
think the Russians were 10 feet tall last year and I don’t think they 
are only 5 feet tall this year. I think this is an awfully poor time to 
take the cards and chips away from the President and Foster Dulles 
and Harold Stassen while they are engaged in a great big international 
poker game. 

This is an awfully poor time to take their cards and chips away. 

Senator CHavez. So you would want the Congress to avoid all of 
its responsibility and depend on the judgment of those three men only ? 

Secretary Wiison. No, you are entitled to do it, to have your say 
about it. 

They will certainly talk to you about it. Part of the thing that 
bothers me, you see, is the fact that you say. well, we do this, but it 
won't hurt your military program, and we know it will. Now if some- 
body wants to come out and say that we have a more powerful mili- 
tary organization than we need and we should cut it, then you men go 
ahead and s say that. That is not what you said last year to me. 

Senator Sauronsraty. It is the responsibility of the Congress to 
appropriate the money that it thinks it needs for national defense. 

Senator Wixson. I have no question about that whatsoever. 

I know our Government setup and I believe in the way it is set up. 
I think it is a good thing to have us look it over and check it up care- 
fully. 

Senator SattonsTaLy. Your advice to us is that it would be unwise 
to cut down the procurement that you have recommended on the 
ground that that is as austere as it should be and can be. 

Secretary Wiuson. That is my position. 
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PREVIOUS APPROPRIATIONS 
Senator Cuavez. I do not think we want to leave the impression that h 
because we are asking questions it is the desire of this committee to " 


cut it except only where it is necessary. The history of this committee 
is that sometimes we have given you more than you have asked for. 


As a matter of fact, the Air Force got $1 billion more last year than : 
they actually asked for. 1 
Secretary Witson. Instead of doing that you could have taken these 


bookkeeping reserves away from us last year just as well as you can 
do it this year. 
Senator Sarronstatu. Mr. Chairman, may I ask one more question ? 
On page 10, Mr. Wilson, you state in your first paragraph: ‘ 


Military personnel allocated to the operating forces has been increased from 
57.4 percent on June 30, 1953, to approximately 62 percent at present. 


I have always understood that anything over 60 percent was a ’ 
pretty high figure. Do you think you can increase that figure any 
more or do you think you have it as high as you can? How does that : 
compare for instance, with the British ? 

Secretary Wirson. I don’t know about the British. : 

Senator SaLtronstaLu. There is the question of the number of men in 7 
the operating forces. Is the effort toward increasing efficiency by ' 


having a greater number of fighting men rather than servicemen ? 

Secretary Witson. We are working on it all the time. It is what . | 
we call our table of organization. We are looking at the headquar- 
ters staff and backup people all over the world. 

We moved first in the Pentagon. You people know about that. 
They were going to cut it down some. 

So we are working on the same principle all over the world and we 
are going to try to save a few more people, and if we keep the same 
numbers it will mean we are stronger in the combat units. 

I think that the big problem this country faces is how do we keep 
the military strength we feel we have to within the expenditure levels 
that the Congress will approve ? 

Senator SavronstaLtL. You think that 62 percent is an approved 
figure. 

Secretary Witson. I would not say it is the top. We are talking 
about a couple of percent better, but we don’t know for sure we can 
do it. We have to carry a lot of people along in their thinking on it 
and get them to work at it. 


EFFECT OF CUT IN APPROPRIATIONS 


I think we can make some savings. I also think that the savings 
we make will be eaten up in other areas by increased cost. I am very 
disturbed myself, I frankly admit, by the increasing expenditures 
month by month this year. To cut this budget to a point that is being 
proposed, very substantially below the rate of expenditures, is a tough 
one. 

The rate of expenditures cannot be cut in our opinion any substan- 
tial amount unless we delay the modernization and reduce our research 
and development and possibly reduce some people in uniform. 

We are facing that anyhow. Even with the money that we ask for, 
the original budget was a very austere one based on present force levels. 
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Senator Cuavez. I notice there is a notation in my memorandum 
here that in 1957 the expenditures are expected to exceed the estimate 
in the President’s budget by approximately $2 billion. 

Secretary Witson. Where is that? 

Senator Cuavez. In 1957 the expenditures are expected to exceed the 
estimate in the President’s budget by approximately $2 billion. That 
is information received from the executive department or within the 
Defense Department. 

Secretary Witson. I think it will be at least that much, Senator. 

Senator Cuavez. Senator Ellender. 

Senator Sarronsraty. Mr. Chairman, I thank the committee for 
their courtesy. 

UNOBLIGATED BALANCES 


Senator Exitenper. Mr. Wilson, as you know about 3 years ago I 

uestioned the vast unobligated balances carried in the Department of 

fense. At that time, as I recall, there were two reasons assigned 
for unobligated balances. 

Now, in the justifications that have been presented this year 16 more 
reasons have been added. I do not expect to go into detail here, but I 
hope to discuss it with Mr. McNeil, when he testifies before the 
committee. 

On page 5 of your statement, you indicate that expenditures will 
continue to be between 38 and 40 billion dollars for fiscal years 1958, 
1959, and 1960. What facts, had by you, lead you to make such a 
statement ? 

Secretary Wiison. The very best figures that we can get together in 
the Pentagon. When the Joint Chiefs told me that from their study 
on it, I said, if anything, that is low, that will be a very tough figure 
to handle. 

Perhaps I was a little more conscious of the increasing costs, the 
creeping costs. You all know that steel costs more and more. The 
price of copper—I bought copper once for 5 cents a pound during the 
depression. We used to think that 15 cents a pound was a very gen- 
erous price for it. It is 31 cents per pound and the producers think it 
is not high enough. 

All these materials are costing money. In addition, our new weap- 
ons are bigger, heavier, and more complicated. 

That is why I said it is going to be a tough job to do it. 


REDUCTIONS DUE TO CHANGE IN WORLD CONDITIONS 


Senator ELtLtenper. Do you think world conditions have changed to 
the point where these amounts may be reduced ? 

Secretary Wirson. I do not think that they can safely be counted on 
yet. 

Senator ELtenver. Where do you get your information ? 

Secretary Witson. Well, I have the best that is. 

Senator Ettenper. Who is that ? 

Secretary Witson. I have the best information. 

Senator ELtenper. Whoisit? Who gets it? 

Secretary Wirson. All of our intelligence. I would like to have 
anybody that thinks it has changed to tell me why it has. 

Senator ELLenper. Have things changed in the last 2 or 3 years? 
In other words, is the plan you had 38 years ago still used today ? 
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Secretary Witson. Our basic policy is strength for the long pull 
until international situations have definitely improved or disarmament I< 
agreements have been reached under safe inspection. That is the basic thi 
policy and I see no reason to change it. pr 
Senator Extenper. Our country seems to be the only one that takes th 
the position that world conditions have not improved. : 
EFFECT ON BUDGET OF ENGLISH AND FRENCH ACTIVITIES 
Has the withdrawal by Britain of troops from Western Europe and - 
the transfer of troops by France to North Africa any effect on your 
1958 budget estimates? 
Secretary Witson. AsI tried to say a while ago, that has not changed 
our basic policy, nor has it influenced the budget. th 
Senator ELLenper. Well, that question was not asked of you then. ef 
I am asking you what impact the withdrawal of British troops from 
Western Europe has had on your present budget estimate. Has it # 
had any effect ? in 
Secretary Witson. No; it has not. pI 
Senator Eiuenper. It has not? Al 
Secretary Witson. Because our program was not affected. On this " 
matter of unobligated carryover finds that you have made a great 
point on, I am on your side because I have done it. th 
In 1954 the unobligated balance was $15,700 million. It would 
have been over $20 billion if we had not taken $4,800 million away 
from the extra funding of the Air Force. 
And even after that it was still $15.7. , 
In 1955 it was $12.8. . 
In 1956 it was $12.4. 4 
Tn 1957 it is estimated at $10.6. 
Senator ELtenper. What will it be at the end of fiscal year 1958? 7 
EFFECT OF HOUSE RECOMMENDATION f 


Secretary Wiison. In 1958 it is down to eight four on our previous 
request. If you do what the House is recommending you will reduce 
it below that. 

Senator Eitenper. Will that hurt? 

Secretary Witson. It will hurt some. 

Senator Ettenper. I wish you would tell us how it will hurt. 

Secretary Wirson. I thought we had gotten it down to about where 
it ought to be. To take it away any faster reduces the flexibility of 
the business a little bit and also gives the country some false im- 
pression of what we are doing because people do not understand the 
difference between the new obligational authority granted and the 
current money you are spending to maintain your forces. 

I have been trying to bring them into balance in an orderly kind 
of way. I had a lot of trouble with people that did not understand 
it back in 1953 when we took $4,800 million in excess funding away 
from the Air Force. 

I got the business from everyone. 

Senator E.tenper. I do not suppose that is unusual, Mr. Wilson. 
You are accustomed to that; are you not? In other words, you can 
take it. 
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Secretary Wixtson. Well, 1 can’t change my mind so fast. As I say, 
I did not think the Russians were 10 feet tall last ear, and I don’t 
think they are only 5 feet tall now. I think an orderly sensible ap- 
proach to the thing has to be done in our country. We cannot have 
these emotional swings back and forth and doa sensible job. 

Senator ExLenper. I raised the question, Mr. Wilson, because of 
my visit to Russia last year. I really and honestly believe that we 
are getting quite a bit of wrong information about Tienes I may be 
in error, but that is my considered judgment. 


HOUSE REPORT 


But I am not going to go into that now. I would like to ask you 
this: On page 73 of the “House report there is a statement to the 
effect that: 


The procurement programs are under constant review and study. Funds 
which are firmly obligated for certain procurement often are freed in whole or 
in part by reason of revised estimates of needs, or the fact that costs eventually 
prove less than previously estimated. In the past, funds have been carried on the 
Air Force books as obligated under certain contracts, sometimes even after plans 
have been changed and the proposed purchases abandoned. 

Secretary Witson. I don’t know of any such case unless it is just 
the ordinary lag of paperwork. 


AIR FORCE RECOUPMENT 


Senator ExLtenper. Just a moment. I am going to ask you a ques- 
tion in relation to that. According to the House report the estimated 
recoupment in the Air Force alone was $2,355,700,000, for fiscal year 
1955, $725,800,000 in fiscal year 1956, an estimated $1, 755,600,000 in 
fiscal year 1957, and as part of this budget, the Air Force estimates that 
it will recover an additional $1,060,600, 000 through recoupments during 
fiscal year 1958. Are these figures accurate ? 

Secretary Witson. Honestly, I don’t know. I did not work it u 
and none of my people did. I would like to talk about the whole 
business a little bit, what this recoupment stuff is. 

In doing it, I would like you all to understand that I am not critical 
of my predecessor or the Senate or the House, or anybody else. 

After the Korean war was on 

Senator Exrenper. I did not want to go into the little details at this 
time, because I intend to have further discussion of the subject with 
the Department of Defense Comptroller. 

Secretary Witson. The big appropriation of $60 billion and others 
were very ‘liberal and the very real worry was that our country was 
in military danger and at that time the theory of the military buildup 
was to gear it toa date of maximum danger. Under this concept there 
was a temptation for everybody to dive in and get all they could. 





JET ENGINE PROCUREMENT 


We took a look at it realistically and found excess orders for jet en- 
gines, for instance. The number that had been forecast was based on 
a more rapid buildup of requirement than was achieved. They were 
on the basis that the engines would have a very short life compared to 
what we found the fact to be after they came along. 
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I remember one time Harold Talbott and I looked it over and finally S 
decided to cancel 5,000 jet engines. tha 
We had a little press conference and tried to explain it. a 
At that time the whole sentiment of the country was that we were 
too economical in the business; that we did not realize that we had to _ 
have a big buildup. Actually, we were going ahead with it in a sensi- mI 
ble way, but we did not sa those engines. We 
That is part of the recoupment business. Whenever we found that | | 
our previous estimates of requirements were excessive, or we found | me 
there was a better weapon and we did not need the item in question, by 
we have canceled it out of the program. That is what the recoupment the 


part of it is. 
Senator Evtenper. Mr. Wilson, I gave you specific figures as to 

what was recouped in fiscal year 1955 through fiscal 1957. | 
Secretary Witson. They must be from the record. m 
Senator ELLenper. You do not question those, do you ? eq 
Secretary Wriison. No, not the old ones. 
Senator ELLenper. You do not question the ones for 1956? 
Secretary Wiuson. No. 
Senator ELtenper. You do not question the amount for 1957, which 


is estimated at $1,755,600,000. 
Secretary Wirson. I would question that because I don’t know 
where it is. a 
BUDGET REDUCTION DUE TO RECOUPMENT w 
Senator ELLenper. Every year we have quite a recoupment from 
the Air Force and I assume you have had the same thing from other P 
services. Assuming that the estimate for the Air Force of $1 billion a 
plus is correct, what harm would be done if we reduced the budget by 
this amount? d 
Secretary Wixson. It really goes back into the reserve. We don’t 
have to ask for that much new money. y 
Senator Exrenpver. Then why are you requesting as much new 
money? Why not use more of the unobligated balances to finance the | 
1958 program ? 1 
Secretary Wiison. I have tried to give two reasons why we need s 
some unobligated balances. 
Senator EL_LeNper. Two reasons now and you have 16 additional 
ones which I will discuss with Mr. McNeil. 


Secretary Witson. There are only two basic reasons that I am 
talking about. Leave the other 16 for the people that advocated them. : 
I pointed out to you, Senator, that we made great progress along the 
line you are talking. We have done it. 
Senator ELLeNpEer. You have reduced it some, I agree with that, 
but 
Secretary Witson. Do you call $12 billion some ? 
Senator E.ttenper. Yes, I call it some. I think it should be more, 
myself. Weare now at peace, I hope. 
Now, Mr. Wilson, I want to ask you one more question about the 
situation in Western Europe. What effect will the cutbacks ordered 
by the British, French, and our other NATO allies have on our military 


plans and budget this year and on our budgets through fiscal year 
1960? 
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Secretary Witson. I would like to repeat what I said a while ago, 
that the present budget has nothing in it to pick up any checks from 
anybody else. 

Vhat we might have to do in the future and the whole defense 
program I assure you is under study by the Joint Chiefs right now 
in relation to the beginnings of the preparation of the budget for 1959. 
We have to work on it. 

I am not in a position to give you off the top of my head any state- 
ment of what we are or are not going to do about Europe as affected 
by what the British or the Germans may or may not do. This is not 
the place for me to try to do that and I am not ready to do that. 


USE OF AMERICAN EQUIPMENT BY OTHER NATIONS 


s 

Senator ELLENpER. Now, could you tell us whether any part of the 
money in this budget or in past budgets will be or has been used to 
equip armies of other nations? 

Secretary Witson. Of our budget before you here ? 

Senator ELLtenper. Today, and in the past. 

Secretary Witson. This is our own requirements. The military 
assistance to friendly nations, foreign aid, is a separate kind of busi- 
ness. That is not in the budget before you. 

Senator ELLeENpeR. So that when the British hope to have guided 
missiles and things of that character for their protection, those funds 
will have to come out of this foreign-aid budget. Am I correct on that? 

Secretary Witson. Well, we certainly try to keep it in separate 
pockets, In other words, this is for our own purpose. The military 
assistance is in another category. 

When you ask me what has been done in the past, real quickly, I 
don’t think I can answer you with the same assurance. 

Senator ELtenper. When you say the past, I do not mean 4 or 5 
years ago. I mean the last 2 or 3 years. 

I am wondering if any part of the money that is now being appro- 
priated for the armed services, our own armed services, will be used 
in order to equip the British with guided missiles. If you cannot an- 
swer the question now, you may doso this afternoon. 

Secretary Wixson. I am asking my two principal assistants, Ad- 
miral Radford and Secretary McNeil. I think it is all in the military 
assistance part of it. We have been having conversations between the 
British and ourselves to see whether they could pick up some of the 
developments we already made over here without spending so much 
money in their own research and development for separate kinds of 
weapons. 

We are trying to conserve and use to the best purpose possible the 
reserves of the free world for the purpose. 

The reason I cannot answer you just straight off is that some of those 
things get a little bit confused sometimes. 

But there is nothing unsound being done and you can be assured the 
taxpayers of our country that we are not picking up the checks for 
the taxpayers of Britain, that is the point. 





REDUCTION BY OTHER COUNTRIES IN ARMED FORCES BUDGETS 


Senator ELLenper. I hope you are right. Our allies evidently do 
not feel the same, because while we have the highest peacetime budget 
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in the history of our Nation they are reducing their budget, their 
armed forces, and their taxes. That, Mr. Wilson, you will agree, does 
not stand well with our own people. 

Secretary Wirson. The Prime Minister in France just lost his posi- 
tion over a vote of lack of confidence in trying to keep the budget over 
there in balance and financing their Algerian war and the whole busi- 
ness with new tn xes. 

I assure you that the men in all the countries of the free world are 
struggling with the same problem you men are. I got ina little trouble 
there in balance and financing their Algerian war and the whole busi- 
how he would balance the budget. One of the reporters said: 

You are not worried about not having enough money; you are worried about 
having too much? 

I said, “That is a phony idea.” 

I did not mean to accuse my friends in the House and Senate about 
being phonies, but somebody put it out that way. 

Senator CuHavez. You got into a little bit of trouble over that? 

Secretary Wixson. All right, but it looks like a better crack this 
year than last year. 

Senator Exienper. I have one concluding question : 


BUDGET ADJUSTMENT 


You stated that you are surrounded by the best talent in the armed 
services and it is my understanding that this talent from the 3 services 
or 4, including the Marines, offered a budget that was $1014 billion 
more than the present budget estimate. 

What caused you to reduce it ? 

Secretary Witson. Because I thought it could be done and so did 
the President. 

Senator ELttenper. Upon what facts did you base your reductions? 

Secretary Wixson. Our best appraisal and the natural tendency of 
military men—and I am not critical of them—because you never win 
a war with a shortage because you do it with a surplus—to ask for 
more than the minimum. 

Each of them in their own category have to be sold on what they 
are trying todo. They are conscientious about it. 

We keep talking about it, working it over, the same as you gentle- 
men are working us over now and that is all right. 

Senator Extenper. As a result of the efforts of you and your staff, 
you have been able to reduce the proposed budget—by approximately 
20 percent. Yet when we are trying to gather the facts in order to 
reduce the budget a measly 5 or 6 percent, we are met by objections 
from you and your advisers. 

Senator Cuavez. Now, Mr. Secretary, you will notice by the at- 
tendance that the subcommittee has great interest in the subject mat- 
ter. I am sure that each and every one will have questions to ask. 

Now, may I inquire, are you going to be in this city tomorrow? 

Secretary Witson. No; Iam not. I can be here this afternoon. 

Senator Cuavez. That being the case, we do not want to interfere 
with any prior commitments you have made for tomorrow. However, 
we will meet this afternoon, then. 

T want you to be available. 

Now, Senator Robertson. 
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INCREASE IN TAX BILLS 


Senator Rosertson. Mr. Chairman, I will be brief. 

Mr. Secretary, I served on the House Ways and Means Committee 
during which time we handled 12 tax bills, each one larger than the 

revious one. You can understand, therefore, how eager I would 

be before my public career ends to vote for a tax reduction, but I 
understood you to say that in your opinion actual defense spending 
in fiscal 1958 would be a little more than the current rate and the 
current rate is $38 billion. 

Secretary Wixtson. The estimate in the budget sent up in January 
was $38 billion. We are making a review right now, and I have asked 
the services to see what actions they think they would have to take to 
make good on that forecast. 

The reason I have done it is because our expenditures are running 
over the forecast for 1957. I ama little chagrined about it. I should 
have known that it was going to be bigger. 

We have had slippage for years in some of our programs and esti- 
mates. I knew we were getting better organized. I knew costs were 
going up. We have something of the order of $28 billion worth of 
commitments that are hanging out there. Some of it, and as much 
of it as we can get, is on a fixed price basis, but a great deal of it is not. 

With these complicated new weapons there is no way we can get a 
contractor to underwrite 2 or 3 years ahead what B-52’s are going to 
cost, or tankers or anything else, to where he will make a fixed price 
contract. 

If he would, he would put in such an exorbitant price to cover con- 
tingencies that we would not be willing to do it. 


PRESENT. PROCUREMENT SYSTEM 


So we have a system essentially of cost plus a fee. Not a cost-plus 
contract, but a fee agreed on, on an estimate, and then we go ahead 
about the business. 

With these new items, as Senator Symington knows so well, they 
are subject to changes as you go along. If you find some defect or 
find some better way of doing things you try to improve the product. 

Of course, the trend of cost has been against us. We have achieved 
quite a few economies. We have gotten our procurement programs 
and inventories under control and our spare parts in better shape. 

We have had unbalanced inventories that resulted from the frantic 
buildup at the beginning of the Korean war. We have leveled that 
out. We have returned a little over $3,400 million worth of money 
to the Treasury from the stock funds and industrial funds during the 
past 3 years, as our inventories have been reduced. In addition, $435 
million was transferred from stock funds last year to military con- 
struction accounts in lieu of new appropriations. 

We have not the authority, the Defense Department itself, to move 
from one account to another. Only when the Congress approves it 
can we take the surplus from one account and move it into another. 

That is what the $590 million in transfers recommended by the 
House committee is. That is all right if you want to do it that way. 

We have asked you to do it in previous years. We have actually 
saved over $3 billion in our stock funds over the past 3 years. That 
is the reason we are anxious to make some further organizational 
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changes in the Air Force to extend the stock fund to cover general sup- 
plies and to extend the industrial-fund principle to MATS. 

We need a little capital money to get going. 

The committee of the House said put in a separate request for the 
money. That is what we want to do. We had another way of doing 
it, but we don’t care how it is financed as long as we can do the right 
thing and carry out these programs as contemplated in the budget. 


ANTICIPATED EXPENDITURES FOR DEFENSE 


Senator Ropertson. Mr. Secretary, we have a chart that I assume 
will be in the record, showing that you have unobligated funds avail- 
able for 1958 of $10,568 million, and 1959, $8,440 million. 

I understand you to say that out of previous appropriated and un- 
obligated funds if you find it necessary to spend $38 billion on defense 
next year you propose to do it ? 

Secretary Witson. Certainly ; that is the plan. 

Senator Rosertson. Your advice would be to wait until sometime 
next year when you let us know what the actual spending would be; 
isthat it? I mean with respect to cutting taxes. You say that we need 
all of the $36 billion, or most of the $36,193 million in the budget esti- 
mate for your Defense Department, but the House has cut it $214 
billion. 


You say some of that is book entry and will come back. Others will 
have to be restored. 

In any event, you tell us, do not base any tax cuts this year on that 
budget estimate because we are spending now $38 billion and we prob- 
ably will spend more than $38 billion. 

The Senator from Virginia will not vote for tax cuts to be paid out 
of budget estimates. He wants to know what the cash coming in will 
be, and what the actual cash going out will be. You are in control of 
the figures on cash items in the whole budget. 

Secretary Wirson. What I said about the $38 billion, I would like 
to be real careful about it, I am not forecasting it is going to be more 
than that. I am saying that we are going to have a great deal of 
trouble to pull it down to that and to pull it down to that we will prob- 
ably have to phase down or slow down the delivery of some of the items 
that are now on order, and possibly make some reduction in the number 
of men in uniform to even live within the $38 billion. 


CONSTRUCTION FUNDS 


The difference between the $38 billion and the $33 billion you are 
talking about is basically the difference between expenditures and 
appropriations. In addition, we must not forget a couple billion 
dollars worth of construction, public works, that is in there. 

It just does not happen to be before your committee. I think we 
should make a great effort to have everybody understand the dif- 
ference between new obligational authority and the cash drain on 
the Treasury. They are two separate things. The expenditures get 
involved in the appropriations of the past. We never spent $60 billion 
the year you men approved the $60 billion new obligational authority. 
No one could spend it that fast. 

And I assure you that we are carefully looking over our programs 
all the time to pull out anything we don’t need, to correct poor judg- 
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ment or proceed with the benefit of hindsight of the past. That is 
where you get the recoupment business, you have ordered something 
and you find out you don’t need it, or the conditions are different 
than they were on the assumptions you made when you decided you 
had to have it. 

We do something about it. It is a little difficult to do because to 
some degree it looks like a group of men made a mistake before. It is 
harder to get that done. 

But we are doing it all the time. We are looking at the program 
and trying te keep both the expenditures and our requests for new 
authority down. 

Certainly the two should come into phase reasonably before long 
because the other thing was the buildup of what I call the fear budget 
of $60 billion and the great effort to get everything you could on the 
basis of a date of maximum danger. 

Now, we have switched over to a sounder principle of strength for 
the long pull with a balanced out, stable kind of organization, without 
big swings in numbers and money. 


MOVES TOWARD DISARMAMENT 


Hopefully that time is going to come, if we keep the strong posi- 
tion, and I have every confidence it will come, when some sound moves 
toward disarmament can be made, but we have not made them yet. 

The Russians are very difficult people to deal with. I know of no 
one in the world that understands the thing any better than the Presi- 
dent. He has had that terrific background and he has a personal 
philosophy equal to the task. I notice in the papers he says that we 
have to meet the Russians half way. That is my theory, too, not only 
because the President is my boss and I think as he does, but it is based 
on my own personal experience. 

You never get anything settled with an adversary over important 
big matters if you don’t meet him half way, if you don’t see his prob- 
lems, too, as well as your own. 

The only way you can make progress is find some mutual ground 
where you both gain by it. 

But it is too early to cut our budget because we hope something can 
be done. 

Senator Rozerrson. All of us are hoping that something can be 
done. The Senator from Virginia commends the desire of the distin- 
guished Secretary of Defense to economize in every way possible. The 
Senator from Virginia wants to remind the distinguished Secretary 
of Defense as to how he embarrassed the Senator from Virginia over 
this very question last year. 

In 1935 the Senator from Virginia was 1 of only 9 in the House 
who voted against President Roosevelt’s $4,800 million relief and re- 
covery bill. He never voted for another relief bill in the 14 years he 
was in the House. He stood for economy all through nearly 25 years 
of service in the Congress. 

Yet he was greatly disturbed over the testimony given last year 
by General LeMay, by General Twining, by other officials of the \ir 
Be who said if we did not step up our strategic bombers and mili- 
tary planes in the course of 2 or 3 years Russia would gain superiority 
in the air, and if they did, that might be too bad for us. I believed 
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then, and I still believe, there has been no change in the overall desire 
and policy of the Politburo to dominate the world if they can do it. 

at did the distinguished Secretary of Defense do about an item 
of m million when General LeMay said we need $3 billion? He 
said: 


We did not ask for it; we don’t need it. I don’t think it is going to be spent. 


And then others took up the cudgel and accused the Senator from 
Missouri, who offered the amendment, the Senator from Georgia, who 
supported it, the Senator from New Mexico and the Senator from 
Virginia, as playing dirty politics by trying to put the administra- 
tion in the position of not being alerted to the needs of the Nation. 


ATTITUDE OF DEPARTMENT REGARDING HOUSE REDUCTIONS 


Now, you tell us this morning that some of the cuts made by 
the House would have an immediate impact and would amount to 
gambling unwisely with the security of the Nation. 

We gave you a budget last year of $36,400 million, including the $900 
million. I understood you to say this morning that you had spent or 
obligated $700 million or $900 million, but most of this we forced upon 
you. 

Here isa letter from your chief budget officer : 


My Dear SENATOR ROBERTSON : In response to your recent inquiry, this is to ad- 
vise you that the $900 million added by the Congress to the Air Force budget last 
year in excess of the President’s budget request, has been used to increase the 
approved Air Force program for fiscal year 1957. 


(The entire letter referred to follows:) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C. April 1, 1957. 
Hon. A. WILLIS ROBERTSON, 
United States Senate. 


My Dear SENATOR ROBERTSON: In response to your recent inquiry, this is to 
advise you that the $900 million added by the Congress to the Air Force budget 
last year in excess of the President’s budget request has been used to increase 
the approved Air Force program for fiscal year 1957. 

Specifically, the $800 million added to the “Aircraft and related procurement” 
appropriation, in conjunction with the use of other fund assets, permitted an 
increase of $652 million in the amount planned for obligation for service account 
during fiscal year 1957 and an increase of $619 million in the amount planned 
for commitment during fiscal year 1957. Similarly, the $100 million added to 
the “Research and development” appropriation, plus a small transfer from the 
emergency fund, permitted an increase of $71 million in the amount planned for 
obligation during fiscal year 1957 and an increase of $30 million in the amount 
planned for commitment during fiscal year 1957. 

With warm personal regards, I am, 

Sincerely yours, 
W. J. MoNEIL. 
QUESTION OF EXPENDITURES 


Senator Rorerrson. Now, when we added the $900 million to the 
budget, you said was $900 million more than you asked for, more than 
you needed, more than you expected to use, but after the election was 
over you proceeded to spend nearly $2 billion more than we advocated, 
have you ever apologized to any of us who stood for that $900 million 
when you said those boys were really sincere, they were disturbed, but 
they were wrong? 
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Have you said: “I am spending $2 billion more than they advocated 
at that time because I now realize how right they were”? Have you 
ever done anything about that? 

Secretary Witson. I don’t think you are right. 

Senator Ropertson. You still think we are wrong? 

Secretary Witson. You certainly were. 

Senator Roserrson. Then why before the election did you raise so 
much to-do about $900 million and then after the election spend not 
only $900 million, but in addition 2 billion above what Congress had 
indicated. 

Secretary Witson. You are tossing figures around very loosely, sir. 

Senator Rosrerrson. I do not think so because I have read the budget 
estimates. I have the figures, your $38 billion. 

Secretary Wirson. You are confused between obligational author- 
ity and expenditures. 

“After the Congress approved the $900 million, we actually put ap- 
proximately $700 million of it into the service obligation account in 
1957 and $200 million of it went into the unobligated carryover funds. 

Considering that it was a little late in the fiscal year, that was about 
the right arrangement for it. We did not increase our funding of 
new business beyond what we proposed last year long before the elec- 
tion. We did not change it basically, but we did put the $700 million 
into the account for service obligations. We put $200 million of it 
into the amount authorized for commitment or reserved for carry- 
over into the next year. 

To say that we turned around and purposely spent $2 billion more 
is a complete misunderstanding of how the business arises. 


PRESENTATION OF ANTICIPATED EXPENDITURES TO PUBLIC 


Senator Rornrerrson. I know how the business was presented to the 
public last fall. I am trying to present to the public now what was 
done. [I ask vou if at any time during the consideration of that 
budget when vou were criticizing us for adding $900 million because 
we were so concerned over the possibilities that the Russians might 
gain superiority in the air, if at any time you said our actual expendi- 
tures were going to be in the neighborhood of $38 billion, any time 
before the election last fall. 

Secretarv Witson. No one knew a year ago the drain on the Treas- 
ury for expenditures for things that had already been started and 
approved by the Congress. 

T would like to point out to you that what we are talking about is a 
matter of 5 percent. Most people have trouble in forecasting their 
own simple business any closer than that. The trouble is that 5 per- 
cent of $40 billion is $2 billion and that is a lot of money. We have 
had the cost trend that we have no control over. 

The onlv thing we can do to offset those increases is to reduce the 
military program. We cannot buy as many things if they cost us 
more. We have adjustments in fringe benefits and things like that. 
We now have to put up the money for the Government contribution 
to the pension fund for our civilian employees. 

We did not use to have to do that. and that is about $300 million now 


in our budget that formerly would have been charged to the Civil 
Service Commission. 
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I beg of you to look at the figures and er them to find out what 


we are up to. If you do not think that is right, then criticize us, but 
don’t criticize us on the basis of funny figures. 


_ Senator Ronerrson. The gentleman from Virginia is calling atten- 
tion to the fact that the distinguished Secretary of Defense criticized 
him and his colleagues for putting money in that he not only used, 
after he said he did not need it and was not going to use it, but he 
used approximately $2 billion more than the $900 million. That is 
the reason that it should be brought up now. 


AMPLIFICATION OF STATEMENT REGARDING REDUCTIONS 


The Secretary may rest assured that the Senator from Virginia is 
not going to force any money on him this year that he says he does not 
need and will not use. He wants the Department of Defense to am- 
plify the statement he made that some of the cuts made by the House 
would have an immediate impact—we have called attention to the car- 
ryover this year of $10,560 million of unobligated funds—and would 
amount to “gambling unwisely with the security of the Nation.” 

They are your exact words, sir. The Senator from Virginia would 
like the details on that because he did not want to gamble last year on it. 
He does not want to be gambling this year on it. 

If he votes to put this in he does not want the Department of De- 
fense to say he was playing politics. 

Secretary Witson. I did not say you were playing politics last year. 

Senator Rosertson. You did not say it, but you left the inference 
that made it possible for others to say it, and you did not defend it. 

Secretary Wirson. I just threw out an old shoe and it happened to 
fit some feet. 

Senator Roserrson. It was an old shoe, all right, but you are having 
trouble this morning explaining it. 

Senator Cruavez. Mr. Secretary, I admire your alertness of mind, 
your fertile mind, your intelligent mind. [Tam glad you make those 
retorts once in a while because it at least makes the personnel from the 
Pentagon here laugh. 

Senator Youne. Secretary Wilson, I wholeheartedly approve of the 
statement you made awhile ago that the Russians were not 10 feet tall 
last year and 5 feet tall this year or perhaps 2 feet tall next year. I 
approve of the way you have conducted your office as the Secretary of 
Defense, and the way you are maintaining a good defense system for 
the country. I have never liked this business of building up to a 
great extent one year and cutting down next vear. 


EFFECT OF REDUCTIONS ON AIRCRAFT AND MISSILE PROCUREMENT 


I notice a statement made by President Eisenhower yesterday that 
some of the cuts made by the House would affect the procurement. of 
airplanes and guided missiles. What part of that appropriation would 
those effect the cut in procurement ? 

Secretary Witson. We have the figures here. We have our pro- 
curement money in the Air Force in two accounts. One is “Aircraft 
and related procurement”, and the other is “Procurement other than 
aircraft.” Whenever you cut either procurement account down, we 
have to reduce something in there that we had decided we had to have 
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after very careful consideration to maintain our military strength- 
So when you reduce that account, you are bound to affect our procure- 
ment of necessary things. 

Senator Younc. Mr. Secretary, there is one item that I think should 
be increased over the House appropriation. I think that the general 
public and the Members of Congress, myself included, believe though 
that there is considerable waste in the military throughout the world. 
Is not there some way that the military can absorb most of the cuts 
made by the House? Cannot you review your program throughout 
the world, the amount of military and civilian personnel you have, and 
perhaps discontinue some of the bases? 

Secretary Witson. We are doing that all the time. Certainly we 
will keep on doing that. When you cut costs, basically you have to 
come out about 4 or 5 places. If you cut your construction cost, you 
do less construction. If you cut your research and development cost, 
you have to stop some projects or slow them down. If you cut your 
personnel cost, you have to reduce the number of people. If you cut 
your maintenance and operation account, you either have to have 
flying hours reduced below where our military people think they 
should be or you have to have items that are not maintained up to 
where you have the military readiness you should have. That is one 
reason we are worried about these technicians and the maintenance 
people. We have airplanes now that are in our wings and some of them 
are not up to the efficiency and state of operational readiness that 
they should be. Or you have to take it out of your procurement account 
which determines your rate of modernization and your future strength. 
You have to take it out of ships, airplanes, missiles, weapons for the 
Army—guns and Nikes—or something else. Really I am frank to say 
that I do not know how to get almost 4 million people to be suddenly 
smarter and accomplish more. Realistically, we just have to take 
what we have and keep working and trying to do it better all the time, 
but that rate of improvement with over 4 million people is pretty 
slow—any more than you can ask the contractors to suddenly get more 
ficiency in their plants and reduce their price 5 percent. I do not know 
how to do that. We try not to waste any money, not buy anything 
we do not need, not pay anything more for it than we have to, to get it. 





UNSETTLED WORLD SITUATION 


I think short of a real change in the world situation, somebody may 
say we do not need such a strong military force, but I see no sound 
basis for assuming that is so. We still have the armistice in Korea, 
but the war is not settled. That is an armistice. We still have the 
row between Nationalist China and Communist China. We still have 
the unsettled situation in the Middle East. 

One reason we are doing as well as we are in our international affairs 
is because we do have a strong position. Hopefully, maybe in the 
next, few months or few vears, we will make some real steps toward 
peace in the world, but I do not know of any basis for changing our 
program. Certainly it is not safe to bet on them ahead of time. 

As I said a while ago, don’t take the cards and chips away from 
the people who have to try to work something out with the Russians. 
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EXAMPLE OF WASTE IN NORTH DAKOTA 


Senator Young. I think every member of this committee knows of 
specific instances where there is waste. Let me cite you one personal 
reference in my own State. You are building three new interceptor 
bases at Grand Forks, Minot, and Great Falls; rather than utilize 
almost a new $214 million VA hospital which is almost unoccupied, 
they are insisting on building a new hospital facility. There is one 
instance. Although I have asked for it 2 years now, that the Air 
Force consider the use of the VA hospital, they have made no ar- 
rangement there. The officer in charge of the base was agreeable to 
it. You asked for a specific case. I give you one. 

g Sauenaey WItson. y think you may be giving me a jurisdictional 
ispute. 

Senator Youne. It isa case where money could be saved. 

Secretary Witson. I do not know the specific facts concerning the 
use of that particular veterans’ hospitals for our military people. 
That is a sort of another kind of problem. If it was a Navy hospital, 
and the Air Force was insisting on building one close by and we 
were not using the Navy hospital up to full capacity, then I would 
say that was a fair criticism, and I could do something about it. When 
it comes to the Veterans’ Administration, I am a little handicapped. 

Senator Younc. Let me give you some more information on this. 
The VA is only using half of the hospital, most of the time about a 
fourth of the hospital. They say they are perfectly agreeable to 
entering in an arrangement whereby you would use part of that 
hospital. Your commanding officer, Colonel Guthrie, said he was 
perfectly agreeable. Somehow nothing was done about it. Now I 
bring up a smal] item like this, but it is a specific instance, and I 
know many more where money could be saved. 

Secretary Witson. Whenever I find out one, I try to do something 
about it. t will certainly look into this particular situation. I assure 
you that there are roadblocks to getting some of these sensible things 
done. I cannot even get a couple of our hospitals closed that we own 
that we do not need, just because there is a little politics involved 
in that. One of them is Murphy General Hospital in Massachusetts 
and the other one is the Army and Navy Hospital at Hot Springs, Ark. 


FUNDS LEFT AFTER KOREAN CONFLICT 


Senator Youna. You said that you still have some funds left over, 
appropriated funds left over from the Korean war; is that correct ? 

Secretary Witson. The Army particularly had some appropriations 
that were made in the spring of 1953 before the Korean war was over 
that financed the continuation of the war. When the war was over, 
we cut down right away on the rate of production of ammunition and 
did not order some of the things that we had planned that we would 
have to order if the war had continued. That appropriation authority 
has been left on the books ever since. supplemented by reimbursements 
for sales from Army stocks, and we have been using it year by year for 
the Army’s current need. We have been doing it for 3 years. We 
were going to wipe it out this vear. If vou take the $516 million away 
from the Army this year, it means that you will appropriate only $67 
million for procurement for the Army in the current budget. The 
next year, if they continue at the rate of somewhere around a billion 
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three hundred million dollar direct obligations, the budget for the 
Army purposes alone in that one account will have to be a billion 
three hundred million more than it was this year. 

Senator Youne. Would you not admit it would be a far better 
business procedure if this appropriation had been rescinded long ago 
and if you needed new funds you had asked Congress for it ? 

Secretary Wiison. We were agreeable 3 years ago, Mr. McNeil says, 
and the Congress did not see fit to do it. I want to point out to you 
that I cut out some of the excess funding in 1953 on the Air Force 
where it was very excessive and got an awful wave of criticism for 
doing it. It was the right thing to do then, and it is still the right 
thing to do, to pull down these unobligated carried-over funds to a 
proper working minimum; but they should not be brought down to a 
point where you do not do complete financing of projects. In other 
words, if you only leave enough money in the account to begin a thing 
and not to finish it, then you are starting to fool the people, too. I do 
not believe in that. 

Senator Youne. May I conclude by this statement. You mentioned 
you were criticized right often. But in my own book, you are one of 
the better Secretaries in the Eisenhower administration, and I think 
you are doing a pretty good job. 

Secretary Witson. Thank you, sir. 

Senator Cuavez. I think that represents the state of mind of every 
member of this committee. Senator Knowland. 


NEED FOR STRONG DEFENSE 


Senator Knowranp. Mr. Secretary, I only have a few questions. 
I want to also commend you on your statement, your formal statement 
before the committee, and also reiterating to this committee, if it needs 
reiteration, that we are still faced with the menace in the world and 
that it is not the time to eliminate muscle from our defense force. 
It would weaken our position in dealing with the Soviet Union if we 
weakened our defense. Certainly insofar as I am concerned, I shall 
not approve any measures that will cut down the basic hardware we 
need to confront any challenge which may be given to us. 

Whether or not at a later date when we have enough in the public- 
works phase of the program there might be some postponements or 
not is a matter which I am sure the committee will want to go into. 

Secretary Witson. On the construction business we cut $200 million 
out of it without hurting too much. That is the $200 million the 
President said could be taken out of the budget in his letter to Speaker 
Rayburn. So we had two billion one in the original budget estimate, 
which is now really going to be a billion nine. That will be handled 
separately by the committees in both the House and the Senate. So 
far as I am concerned $200 million of it is already gone. 

Senator Know.anp. That is a matter which I think the committee 
at the proper time will want to go into in more detail. There is just 
one problem that you have raised here in regard to your own experi- 
ence in business life of meeting people half way. I fully agree as a 
general matter that it is important to do that. We have to do it in 
legislative halls in arriving at compromise positions. You have to do 
it in the business world, and generally speaking I think in international 
relations you have to do it. But T daresay, Mr. Secretary, that if 
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in your broad business experience you had run into a person who had th 

violated every written contract which he had entered into with you T 

over a period of 25 years and he came up and signed a new contract, ti 

you would be a little gun shy. n 
Secretary Witson. I would not be gun shy, but I would be careful. 

a 


— 


SOVIET VIOLATIONS OF INTERNATIONAL AGREEMENTS 


Senator Know.anp. Of course, as far as the Soviet Union is con- 
cerned, they have violated, and I think the record will substantiate it, 
every international agreement they have entered into with a non- 
Communist power. That can be cited with their agreements on 
nonaggression with Latvia, Esthonia, Poland, Czechoslovakia, 
Hungary, Rumania, their obligation under the United Nations 
Charter, the recent obligation at Geneva that they would agree to 
free elections in Germany. The record, I think, cannot be disputed 
that they have violated every agreement. 

I know it is the position of the Government, and I hope we maintain 
it, that until they can demonstrate by deeds and not by words, that 
we will not merely take another scrap of paper from them when they 
have violated every agreement that they have entered into to date. 
Certainly I do not think we can risk the security of this country on 
any verbal or written statement by the men in the Kremlin without 
full and adequate safeguards that will satisfy the most suspicious of 
our responsible military and civilian officials who have some knowl 
edge of the way the Soviet operates. 

Senator Symineton. I would like to associate myself with the Sen- 
ator’s remarks without reservation. 

Senator Know anp. I thank the Senator from Missouri. 


MT ee ae 


TOTAL AIR NATIONAL GUARD WINGS 


Now there are a number of questions, Mr. Secretary, which I will 
be prepared to go into in executive session, but this is not the time and 
place to go into them. But I would like to ask the Secretary now 
who might be in a position, or somebody here for him, to inform the 
committee as to the number of Air National Guard wings that are 
now in being? 

Secretary Wirson. I am sure we can do that. I will be very 
pleased to. I would like to leave it to the Air Force. 

Senator KNow.anp. So they will have a little advance information 
then, I would like to have this information for the record: The number 
of Air National Guard wings; how many of them are jet equipped: 
how many of them are shy some equipment though they may be par- 
tially jet equipped; what model jets they are being furnished or have 
been furnished, and how these models compare in speed and types 
with the jets we are proposing to turn over to Yugoslavia. If you 
can, see that the committee is adequately informed, because I do intend 
to pursue that subject in more detail at the proper time and place. 

That is all, Mr. Chairman. 

(The information referred to appears at the conclusion of the 
hearings. ) 

Senator Cuavez. Now, Mr. Secretary, it 1s almost 12:30. They 
have called for a live quorum. Before we recess, | would like to ask 
you this. We will go on again this afternoon. Quite a few questions 
are going to be asked by other members of the committee. I know 
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that some of the Secretaries that are here have important work toe do. 
Those that you think will not be called this afternoon, if you want 
to tell them to stay at their offices, it will be all right with the com- 
mittee, but you bring any one you want to, however. 

I would like to have here you and Mr. McNeil and Admiral Radford 
and General Twining and the other members of the military that are 
here. 

Secretary Wixson. I will try to have a representative of each of 
the services in addition to Admiral Radford and Secretary McNeil. 
While we have some little differences of point of view or information, 
the civilian secretaries and the chiefs of their services are pretty much 
on the beam together. So I can take it either way, with the civilian 
advice or military advice. 

Senator Cuavez. You bring whom you desire to bring to carry on. 

We have an important markup at 2 o’clock, but we can meet here 
at 2: 30. 

Secretary Witson. Do you think you could excuse me by about 
4:30% 

Senator Cuavez. Who will go on next ? 

Secretary Witson. Whomever you say, sir. 

Secretary Brucker. We are ready. 

Senator Cuavez. How about Admiral Radford? 

Admiral Raprorp. I was supposed to go down to Williamsburg, 
leave about 5 o’clock, and make a talk down there tonight. 

Senator Cuavez. If you are here at 2: 30, you can still make it. 

Admiral Raprorp. I will be here at 2:30. I can stay as late as 5. 

Senator Cuavez. You stay as long as you want to, as long as we 
have your statement. 

Senator Roserrson. I ask unanimous consent that Admiral Rad- 
ford be allowed to keep his engagement at Williamsburg. That is 
quite important. 

Senator Cuavez. Without objection, Admiral, it is so ordered. 

We are now recessed until 2: 30 this afternoon. 

(Whereupon, at 12:30 p. m., the committee recessed until 2:30 


p- m.) 
ArTER Recess 2:30 P. M. (THURSDAY, MAy 23, 1957) 


Senator Cuavez. The committee will come to order, please. 
Senator Stennis, are you ready? Do you have any questions of the 
Secretary ¢ 
NEED FOR STRONG MILITARY PROGRAM 


Senator Srennis. Mr. Chairman, I do not have any questions par- 
ticularly ready. I was unable to be here this morning. I am look- 
ing forward to the hearings on the appropriation bill. I say this to 
Secretary Wilson and his staff, and the other secretaries: The more I 
learn about this military program the more I realize the problem you 
are up against, the more I realize the good work you have done, Mr. 
Secretary, you and the others. 

If I may take a couple of minutes, Mr. Chairman, I made a short 
speech at Kessler Air Force Base at Biloxi, Miss., Saturday in which 
I said I thought we would have to continue to have a very strong 
military program. This was not a crash landing. It would have to 
continue for many years. 

At the same time, if we had to learn to do it within lines that were 
sound to our economy and as these mounting costs for new weapons 








40 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


and the other items continue to mount, it was up to the military and 
its leadership to work out ways of doing the same job without loss 
of strength with perhaps about the level of money that we are at now. 
I believe that is the great problem that the military has for the future. 

I know that means when you put in a number of new programs which 
cost a lot of money, I think you are going to have to learn how to 
eliminate some others, and in that way keep our strength. 

Those are general remarks, but they will be the yardsticks that 
I will try to apply to some of these programs. For instance, when 
you go into one new phase like Bomare, I think you have to concen- 
trate very highly on eliminating just as much as you can what has 
been doing that part of the job heretofore. 

For instance, fighter planes. I am not ever going to try to say 
where that line is, but I want to urge you gentlemen to try to find 
that line for deductions, because I know you will not be able to avoid 
the increases that are going to come. 


WEAPONS SUBSTITUTING 


There is a huge demand for electronics, radar, missiles. It is going 
to mount over the years. It is a matter of substituting weapons, I 
think. You are going to reach the point where you have to substitute 
weapons and make some choice. I do not believe we can finance every 
conceivable form of defense and offense that can be thought of. 

As a member of the Armed Services Committee that comes in contact 
with the problems day to day, I express my appreciation for their 
efforts and the way they approach their problem. 

Secretary Wriison. In my statement this morning, Senator, I in- 
cluded one paragraph on the point you are bringing up, I say, “It is 
impossible to have dealt with the military program over the last 
2 years without realizing that never in the history of the world 
have there been such drastic changes in military weapons. The top 
military people have a great responsibility of trying to appraise these 
new weapons and determine their military value in relation to their 
cost.” 

That is what you are talking about. We work at it all the time. 
But it is a tough problem. Actually we cannot do away with the 
old before we actually have the new ones. So for a time we seem to 
have a little double expense. 

Senator Stennis. You are really trying to eliminate the old rather 
than just hold on to it because someone wants to or because of other 
reasons. That is all we ask. 

Senator Cuavez. Mr. Secretary, I want you to feel this way. While 
the committee, of necessity and propriety, should pay attention to 
budget recommendations, their functions are entirely different than the 
ones you are trying to carry out as head of the Department that takes 
care of our national security. 

While we want you also to pay attention to budgetary recommenda- 
tions, those people know very little of what is necessary for national 
security. You are free at all times even to disagree with the budget 
recommendation. 

Secretary Witson. I appreciate your statement. I really want to 
be as helpful as I possibly can because J know the difficult thing is to 
weigh what you get for the money. It is not a simple problem. It is 
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not like buying so many tons of coal or so many bales of cotton or 
something so that you can appraise what you are doing exactly. 

We all want to try to help explain what we plan using the money 
for, what we think it will buy and why we need the money we are ask- 
ing for. We all recognize that Congress has a great responsibility in 
Sy to the purpose, and must take into account the taxload on our 

ople. 

a Cravez. I think you are correct, but I still believe that the 
American people would not be reluctant whatsoever in providing every 
penny that is necessary for our national security. 


FUNDS REQUESTED NECESSARY FOR SECURITY OF NATION 


Secretary Wiison. Well, within the range we are talking about, $38 
billion or $40 billion a year in terms of the present program, it is my 
considered opinion that it is not a burden past the ability of our coun- 
try to pay. It is necessary for the security of our Nation. It will 
not bring on any depression or any upset of the economy of the country. 

Senator Cuavez. What good would it be to have a good economy 
if you are not secure? 

Secretary Witson. That is a very good question. 

I have been asked many times in the last 4 years, what was I trying 
to do, establish a strong military posture for the Nation or was I trying 
to balance the budget? I always said it was not my job to balance the 
budget. 

IT explained the economy of the country, that we have to spend dol- 
lars like the average voter has to spend his dollars, carefully and eco- 
nomically. My job is to look after the security of the Nation. That is 
what I am trying to do. 

Senator Cuavrz. Senator Flanders? 

Senator Franpers. Mr. Chairman, I first would like to say that in 
all my visits to and with the representatives of the Armed Forces, 
whether civilian or military, I have been treated with uniform hos- 
pitality. Now I note here, I regret to say, a little lack of hospitality 
on our part. 

We have provided our guests with nice bright shiny glasses with no 
water to put inthem. I would suggest that the first item on the agenda 
would be to give them something to drink. 

Senator Cuavez. The Senate has been a little negligent in not pro- 
viding something to drink, but it is coming now. 

Senator Franpers. Yes. I am assured that the pipeline is being 
filled. 


SHIFT OF MISSILE PROGRAM FROM ARMY TO ATR FORCE 


Now, the next thing that I wented to take up was this, Mr. Chair- 
man: I was a little disturbed some weeks ago when I learned that the 
ballistic missile was to be shifted from the Army to the Air Force. 
Now, I am not challenging the decision made because it mas made by 
those who know much more about this than I do. But it did seem to 
me at the time that the word “ballistic” lay within the range of ex- 
perience of the Army. 

They have had ballistic missiles ever since gunpowder was invented. 
So that I was a little bit surprised at the change, and am still not quite 
reconciled to it. But that is not the point I am raising. The point I 
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am raising is one of simple curiosity. I had supposed that I would 
find somewhere in the comparison between this year’s budget request 
and last year’s budget request an evidence of the shift of what I had 
supposed would have been a major element in our defense expendi- 
tures from the Army to the Air Force. 

I have been unable to find that shift. I wonder if you can point it 
out to me? 

Secretary Witson. Senator, it was the mission of the Air Force to 
begin with to employ an intermediate-range missile. That had been 
established long before I had anything to do with it. That could have 
been changed. 

When the apparent need for rapid progress in this area was recog- 
nized, and in the effort to save time and get the best possible missile, 
the Army was permitted to proceed with its program conceived by : 
development group at Redstone Arsenal, that had experience with 
shorter-range ballistic missiles. The Air Force was already going 
ahead with the earlier development stages of the intercontinental 
ballistic missile. 

QUESTION OF DUAL APPROACH 


I thought we were justified in having a dual approach to the problem 
and not overlooking the caliber of ability that existed anywhere, So 
a couple of years ago we put the Army in the development business on 
that missile, also. 

T have pointed out to the services for some time that the success in 
development did not predetermine the roles and missions; in other 
words, who would have the operational use of the device after he got 
it. I also put it up to our scientific advisers, whether in their opinion 
we were justified in the dual approach, whether there was enough 
difference in the two preliminary designs to justify the dual approach, 
and they said they thought there was. 

So I went ahead with the business. Then, more recently, we de- 
cided to finish up the testing of these missiles but recognized that we 
could only put one into production, when we got through to the hard- 
ware stage and knew from tests what we were doing. We do not 
know yet whether it will be one or the other, or whether it will be 
a new design, taking advantage of all the technical knowledge that we 
have achieved in our testings, of both of them. 

But when the thing is finally put into production, the Air Force 
will have the role and mission. That isno new decision. That issimply 
reaffirming an old one. That is the best explanation I can give. 

The reason it does not shown up in the Army or Air Force budget 
is that we do not have the missile yet. 

Senator Fianpers. The development has been proceeding in both 
services ? 

Secretary Wirson. That is right, with 1957 money in both services, 
and Air Force has some 1958 money; the Army does not. But you 
know how these expenditures go. You start your program and provide 
the necessary funding, and some of the funding will carry over and 
will not be spent for some months or sometimes a couple of years. 
So that is where it is as best I can explain it. 

Senator Fianpers. I did look for some evidence in the budget 
between 1957 and 1958 of the shift in responsibility. I am glad, 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 43 


Mr. Secretary, to have your description of the reasons that underlay 
that change. I have felt some sympathy for the Army on that. You 
will permit me to retain a little sympathy, perhaps. 

Secretary Witson. Senator, you can also sympathize with the Navy. 

Senator FLanpers. That is all, Mr. Chairman. i 

Senator Cuavez. Senator Smith? 

Senator Smirn. I have no questions, Mr. Chairman. 

Senator Cuavez. Senator Dworshak / 

Senator Dworsiak. Mr. Secretary, I was very much impressed 
with your formal statement this morning. I think you have a very 
comprehensive understanding of the defense program of the country. 


POSSIBLE ABSORPTION OF REDUCTION 


Referring to page 3 of your statement, you call attention to the ac- 
tion of the House Appropriations Committee in making a reduction of 
$2.587 billion in your 1958 budget. Then you call attention to the 
fact that of this amount, $1.313 billion is in the nature of working 
capital and reserves, in other words, bookkeeping transactions. De- 
ducting that smaller amount, we have a total of $1.274 billion as the 
real cut in your budget. Now, you have a reputation as being a very 
astute businessman. Do you not think that it is possible to absorb 
some of this cut ? 

The President recently asked the heads of all the departments to 
reexamine, reappraise their budget as they were submitted last Jan- 
uary. Can you not tell the committee whether you can accept some 
of those reductions and carry on in an effective manner? 

Secretary Witson. There may be some minor parts of it that would 
be so, considering the particular thing the money was intended for. 
That is not going to amount to much. Certainly something over $1 
billion of it ought to be restored. In addition, I think we have to 
recognize that our costs are going up, particularly in this area of our 
economy that supplies our military requirements. 

The costs have an upward trend. The labor costs have gone up. 
To say that we can absorb substantial additional amounts is wishful 
thinking. I do not see how it can be done. TI feel more strongly about 
it than I did perhaps 3 or 4 months ago because of the upward trend 
of costs in the expenditures that we are experiencing right now. 


INFLATIONARY IMPACT 


Senator Dworsuak. In other words, that is inflation. 

Secretary Wrison. Inflation particularly in the area of the economy 
that serves our defense needs. Since 1954, the best figures we can get 
together, it is somewhere between 12 and 13 percent in shipbuilding 
and machinery. Not quite so much in construction. In all those dif- 
ferent areas industry generally has granted substantial wage increases 
to employees, fringe benefits have increased, and most of our procure- 
ment is in an area where we cannot get fixed prices far enough ahead. 

We have agreements and contracts with our suppliers that are on a 
cost-phus-fee basis, not a percentage of cost, so that our suppliers do 
not make more money by doing things less efficiently. But they do 
bill on to us their increased cost of production. 

I know of no other way of making contracts because they da not 
know what is going to happen 2 years ahead. If they did put in a 
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price that was conservative enough to back it up it would be so high 
that we would not want to take it. 

In other words, they would have to charge an increased price for 
the gamble they were taking. We also have changes in designs and 
things like that. We have been very alert to try to improve our 
weapons, fix up our troubles in the products, and so forth, so that I 
say from my experience it is unreasonable and it is nothing but wish- 
ful thinking to say that we can go ahead with the military program 
for $1 billion less money. We cannot do it. 


INSISTENCE UPON MORE COOPERATION FROM DEFENSE CONTRACTORS 


Senator Dworsnax. Now, Mr. Secretary, you have heard charges 
that we are getting less and less for the defense dollar. You have 
explained some of the reasons why that may possibly be true. Do 
you not think the time has come when the Defense Department must 
be more insistent upon a greater measure of cooperation on the part of 
those who receive these contracts from the Defense Department and 
that it is time to try to curb inflation and hold the line and not con- 
tinue this upward trend of getting less tangible results from every 
dollar that we expend ? 

Secretary Witson. Of course we do work at it all the time. About 
the only way that we can influence it is to reduce the pressure on the 
time during which we expect to get our products finished. Now, we 
did just recently shut off most of the overtime in our contractors’ 
plants. That will force them to balance the business a little better. 

It probably will slow down some of our work a little bit. It should 
result in some savings because of the decreased overtime expense. 


REDUCTION IN AIRCRAFT PROCUREMENT 


Senator Dworsuak. I note on page 75 of the House report on this 
bill in reference to the budget program for procurement of aircraft 
that the budget estimate provides for the procurement of 1,515 new 
aircraft during the next fiscal year, as compared to 1,867 aircraft 
planned for procurement during 1957, and 2,709 aircraft contracted 
for in fiscal 1956. 

In other words, your procurement of aircraft program for the next 
year provides for a reduction from 2,709 in 1956 to 1,515 next year. 

Now that seems to be a drastic cut. Yet that is not reflected in the 
dollars made available for such programs. 

How do you explain that? 

Secretary Wiison. They are not the same kind of airplanes and 
they are much more expensive. If anything, I would like to have 
bought a few more. It does reflect some trend toward missiles. 

Senator DworsHax. You still need aircraft? 

Secretary Winson. Yes, sir. 


HOUSE REPORT 


Senator DworsHak. But your budget isstill pretty high. Ofcourse, 
it is not comparable in 1956. It is higher in 1957. When you say 


there are rapid changes in design, the House report on page 73 states 
this: 


A most dramatic change in Air Force procurement in recent weeks was the de- 
termination to cancel the contract for the procurement of the cargo and trans- 
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port aircraft known as the C-132. This development program was of the mag- 
nitude of $104 million and the cancellation cost to the Government will approxi- 
mate $70 million. 


Fortunately, most program changes are made prior to the letting of firm con- 
tracts and before large costs have accrued to the Government. 

It seems to me that $70 million as the cost of cancellation for a single 
design of a cargo aircraft is extremely high. Do you not think so? 

Secretary Writson. It was a tremendously big plane and it was a 
very expensive development and it was well along. If we went ahead 
with it, it meant a good many hundreds of millions of dollars for equip- 
ee I think the Air Force finally decided to cancel it rather reluc- 
tantly. 

Senator DworsHak. Why reluctantly ? 

Secretary Witson. Because they would have liked to have gone 
ahead with it if they had had plenty of money to do it. 


LOSS DUE TO CANCELLATION 


Senator DworsHak. The total contract was only $104 million. You 
lost $70 million of that through cancellation. Then certainly it might 
have been far more profitable to have continued on the original basis. 
You did not get delivery of these planes. You changed your design. 

What happened? Who made the mistake? Was that inept plan- 
ning? What happened ? 

Secretary Wison. Am I correct, General Twining, that only two 
planes are involved in it? 

General Twintna. That is right. 

SecretaryWitson. These were the first two planes. They are ex- 
perimental planes and not the ones that you are going to put in wings 
and in service. But we did face a big expenditure for additional ones 
if we wanted to go ahead with the project. Those are the tough kind 
of things we have to decide sometimes. 

We thought it was better to save the $40 million than it was to go 
ahead and finish the experimental planes and then not go ahead and 
buy additional aircraft for operational use. 

Senator Dworsuak. Was there any poor judgment involved in the 
criginal planning to purchase that particular design ? 

Secretary Wirson. I would not say so. You know, with hindsight 
you can always size it up a little better. But at the time the men did 
it they thought it was the right thing to do. 


QUESTION OF EFFICIENT PROCUREMENT 


Senator DworsHak. I have been a member of the Appropriations 
Committee in the House and Senate for 11 years. I have been dis- 
turbed by the fact that it would appear our procurement related to 
national defense does not always get us the results that you probably, 
as a businessman, might expect in the operation of a business which 
you are managing. 

Can you give us assurances that you are getting the kind of coopera- 
tion, that you are getting efficient procurement from these companies 
that handle most of your business, or have you eliminated to a large 
extent the competitive element in making this more or less of a glorified 
defense program which is primarily for the purpose of stimulating pri- 
vate business ? 
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I am sure that is not a fact. What assurances can you give us? 

Secretary Wiison. What we do is to keep the thing as competitive 
as possibly we can in the design stages. We ask 2 or 3 or 4 companies 
to submit their ideas and plans of how they would go about making a 
certain plane for a certain purpose. 

Then it is carefully looked over and evaluated. We cannot have all 
four of them go ahead. It would be very expensive. We do not go 
that far. We do the best we can. I see nothing the matter with the 
procedures that we follow. Ido not know any better ones. 

Senator Dworsuak. As an experienced businessman, you think, 
then, the Government is getting full value for its defense dollars in 
procurement ? 

Secretary Witson. I think so. There may be some exceptions. You 
may find a contractor that does not turn out to be as efficient and good 
as you thought he was going to be, but that is the thing we all face. 

Senator DworsHax. During your incumbency as Secretary of the 
Defense Department, you have given careful consideration to this 
aspect of spending our defense dollars, realizing that it is easy to waste 
10 or 20 percent of our overall budget unless we have absolute control 
over such a program ? 

Secretary Witson. We have the control all right in that we deter- 
mine whether we are going ahead with the thing when we run into some 
unexpected troubles, and mind you, we are pushing the scientific and 
engineering knowledge of the whole country to the limit to try to take 
bigger steps, more progress, get farther ahead. 

That is a very expensive thing to do. In the business world you 
do not push it quite so hard. You take a little more time and lat some 
cae things develop. You are a little more certain of what you are 

oing. 

Senator DworsHak. You do not have the same efficient controls 
that you do in private business. 


OBJECTIVE OF DEFENSE DEPARTMENT 


Secretary Wirson. It is not the control; it is the objective. 

Senator DworsHax. They are constantly changing as you seek more 
modern weapons? 

Secretary Witson. The objective is to keep out in front, in a mili- 
tary sense, of the whole world, and that is a tough objective. 

Senator DworsHakx. I watch sometimes the financial reports of some 
of these large business concerns doing business with the Defense De- 
partment and the Government. I wonder sometimes if they are fully 
appreciative of the fact that unless we cannot only maintain a very 
excellent and efficient military establishment, but likewise a strong 
economy, we may be facing a serious situation and could become in- 
volved in an extensive war again. 

Secretary Wiison. I know quite a few of them and knew them be- 
fore I came to Washington. They are as fine a group of outstanding 
Americans as you can pick out anywhere. 

Senator DworsHak. Thank you, Mr. Chairman. 

Senator Cuavez. Senator Thye? 

Senator Tuyr. Thank you, Mr. Chairman. 
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REDUCTION IN CONVENTIONAL WEAPONS DUE TO MISSILE PERFECTION 





Secretary Wilson, will the time come that we can reduce what is 
our conventional defense weapons because we then have the guided 
missile and the interceptor missile ? 

Secretary Wiison. My conception of the proper thing in the mili- 
tary business is this: I describe it as an evolutionary thing, and not a 
revolutionary thing. Some people, however, want to make a sudden 
jump from one extreme to the other. They say, well, it is a pushbutton 
affair. They talk about pushbutton war the next time. Now I cannot 
foresee and I know certainly I will not live long enough to see it, when 
you will not need ground soldiers. 

You may not need quite so many of them in relation to your total 
force, but the ones you do need will have to be more highly trained in 
specialized ways and it will be just as necessary and valuable a part 
of the total as the conventional big mass armies were in World War IT. 

It is a gradual change. Some people want to make the big switch: 
I do not go for that at all. A man said to me not very long : ago that 
he did not think the greatest danger in the world was the Communist 
threat. He thought it was electronic computers. In other words, the 
people are starting to rely too much, too far away, on machines and 
electronics business, and do not know what is going on any more. 

So I assure you that steps ought to be taken very carefully. We 
cannot afford not to go ahead with the new things, but to suddenly 
say that we are going to rely completely on this or that new develop- 
ment, I do not go ) for that. 

Senator Trryr. Well, the missile will, in its day, and that is what 
you are endeavoring to accomplish, carry the explosive to an enemy 
target and instead of the bomber carrying a load of bombs, the missile 
is intended to reach its target for the destructive ability that the missile 
possesses, and therefore, you would be able, in the ultimate, when the 
guided missile has been achieved to its perfection of accuracy, to lessen 
the number of bombers, would you not, except to carry troops from 
a given point to another point? 

Secretary Wirson. I do not think the Air Force will say that is so, 
or any of our other military people. They think that for the fore- 
seeable future, there will be a position for the manned bomber. They 
recognize that we will not need so many or exactly the same types 
that we have now as the missile business comes in. 

I remember when I first came down here, an enthusiastic, relatively 
young man in the scientific area of our business, said, “The day of the 
manned bomber is gone. It is going to be ballistic missiles.” 

T would like to remind you that we do not have any of the ballistic 
missiles yet in combat units, and if at that time you had set the pro- 
gram on the basis that the manned bombers were finished, you would 
not have any B-52’s today. I am making the point it has to be a well- 
considered, evolutionary change. 


























POSSIBLE EVOLUTIONARY CHANGE IN NEAR FUTURE 







Senator Tuy. That was the purpose of the question. 

Can you see such an ev olutionary change in the near future so that 
when the day comes that you have your billions in the guided missile 
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that you will be able to lessen the number of billions in the conven- 
tional types, such as the wings and the artillery, the tanks, that are the 
means of carrying the explosive to an enemy target as of today? 

Secretary Wixson. It is going on all the time, and has been for 50 
years. I had a dramatic example of it recently. I was down to Fort 
Monroe in connection with the Jamestown business. They put on 
some little exhibits of the military units of the country from colonial 
days up. Here was the Air Force of 1907. It was two men. 

geri General Twining to check it up. There were actually three. 
One was a balloonist that went over the hill. There was an aviator and 
an airman. The contract had been placed with the Wright brothers 
for an airplane for $25,000. They got a bonus of $5,000 because it 
stayed in the air for 1 hour and 12 minutes. 

Here in my lifetime was a dramatic example of a revolutionary 
change. Look where the Air Force is today. 

Now, in no one particular year could you have said that you had to 
rely on that degree of change. No one would have foreseen any such 
rapid change. But we still have the ground soldiers and we still have 
the Navy, and we still need them. 

Senator Tuyr. However, you do project yourself into the study 
of if and when your guided-missile program has been developed to its 
state of accuracy in its target objective that you can lessen the number 
of wings that are combat wings and that are the bomber-wing strength ? 

Secretary Wirson. It will be another piece of overall military 
strength that will have to be properly appraised by the military people 
responsible for our strategic planning. 


REDUCTION IN ARMY RESEARCH AND DEVELOPMENT P«OGRAM 


Senator Tyr. In examining the items in the House report here, 
research and development under the Army, there is a reduction of $8 
million in that 1 item alone. 

Now, that is research. Is that going to in any sense handicap the 
Department in its research activities? I think that that is the must 
in the defense, your research activity. That is the reason I specifically 
pinpoint the question. 

Secretary Wrison. I am not in favor of cutting it. I already cut 
it about all I thought it could take, and maybe just a little bit more. 

Senator Ture. There are 3 items of reduction in the field of 
research, $8 million in the Army; the Air Force, I note, is $12 million; 
the Navy is another item. Then I did notice over in the Air Force 
there is $75 million in your guided missile as a reduction. 

Secretary Witson. I think they all ought to be restored. 

Senator Srrye. I share the same feeling, Mr. Secretary, for the reason 
that your resez:ch program and your guided-missile programs are the 
two that we can ill afford to slow up on because I think that there lies 
our ability to meet an enemy and an enemy’s development. 

Mr. Chairman, I have no further questions because most of them 
were asked this morning. 

Senator Cuavez. Senator Symington belongs to the Armed Serv- 
ices Committee and is an ex officio member of this committee. 

Senator Symington, you may proceed to ask questions, if you have 
any, sir. 
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THE CORDINER REPORT 


Senator Symrneron. Thank you, Mr. Chairman. 

Mr. Secretary, what is the Cordiner report ? 

Secretary Wison. It is a report of a committee of which Ralph 
Cordiner, the president of General Electric, is the chairman. It had 
some experienced civilian people on it and it had some military people 
on it. It is the Committee appointed a year ago when we all recog- 
nized that we were having increased trouble over getting and retaining 
skilled people in the service, particularly in the maintenance and elec- 
tronics area. 

Senator Symineron. On that Committee, the Vice Chairman was 
Mr. Carter Burgess, who until January was Assistant Secretary of 
Defense in charge of manpower and now is the president of TWA; 
is that correct? 

Secretary Wrison. That is correct, a very capable man. 

Senator Symrnoton. I agree. Also Admiral Fechteler, the former 
Chief of Naval Operations, was a member. 

Secretary Wiison. That is correct. 

Senator Symineron. Mr. Secretary, do you believe in the Cordiner 
report ¢ 

QUESTION OF AGREEMENT WITH REPORT 


Secretary Wirson. I believe in the principles of it and I think the 
made some recommendations that should be taken very seriously. i 
do not say that I completely agree with it in all its details. There is 
always the question of the rate at which you put anything into effect. 

Senator Symrneron. Are you hedging your original position on it 
or have you always felt that way about it? 

Secretary Witson. I have always felt that way about it. 

Senator Symrneron. Let me read what you wrote Dr. Brundage 
on March 20. 


I believe that the proposals advocated by the Committee on which the pro- 
posed legislation is based are founded solidly in fact and can stand up under 
the most critical form of analysis in the Congress. I believe that if this legis- 
lation is enacted it will result in significant improvement in the retention rates, 
quality, desired balance by skills, of personnel of the Armed Forces, and thus 
contribute to the defense of the Nation. 


Secretary Wrirson. I said a little bit more than that; did I not? 

Senator Symrveton. I did not want to read the whole document, 
but I will be glad to read it if you would like me to. 

Secretary Wrrson. I did say that some of it would have to be put 
in phase, and also that the final results to be achieved in savings by 
having the experienced people do the work, the savings accrued later, 


and I made certain suggestions on changes and how fast to put it in. 
Senator Symineton. You say— 


The Department will request that the effective date of legislation be January 
1, 1958. I wish to stress that if this date is approved, no additional appropriation 
to cover cost of this legislation in fiscal 1958 will be requested by the Depart- 
ment of Defense. Of course, they will be fully absorbed by the military depart- 
ments within the limitation of the defense budget already submitted to Congress. 

That is an original endorsement ; is that correct ? 

Secretary Wizson. That is correct. 

Senator Symineton. You felt that the legislation should be imple- 
mented by the Ist of January 1958 ; is that correct? 
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Secretary Witson. The thing I want to make clear, Senator, is that 
I did not approve the complete recommendations of the Cordiner 
Committee and say they were all going to be put into effect. 

For meme: to make my point, they recommended that the top mili- 
tary people be paid $2,000 a month. With the other benefits they have 
that put them out about $7,500 ahead of the Senators. I did not think 
that was quite where they ought to be right now, so I recommended 
$1,500 a month. I might say in many ways I think Senators and chiefs 
are both underpaid. 

Senator Symineron. If you did not approve of the Cordiner report, 
where are you on the record of not approving it until the Bureau of 
the Budget told you they would not approve it ¢ 

Secretary Wixson. The point I am trying to make clear is that I 
approve the objectives of the Cordiner Committee without reservation. 
I thought they were pushing it too fast. Also, they had recommenda- 
tions of increasing civilians also. They were marking the whole busi- 
ness up faster than it needed to be marked up. 


RECOMMENDATION TO BUDGET DIRECTOR 


I made a recommendation to the Budget Director, and you have 

part of it there, of what I thought should be done. It was not ap- 
roved. Then I turned around and put the teeth into it to effect what 

though I could do now quickly. This is a complicated business. 
We had in mind to study it some more and to put it up to the next 
Congress for the additional] things to do. 

I began to sense that I was getting caught in an economy wave too 
and it seemed an awfully poor time to make a 40 percent increase in 
salaries. 

Senator Symincron. Let me ask the question again, because we 
ought to have this on the table in that Mr. Cordiner said the savings by 
1962, if we put in his committee’s plan, would be about $5 billion a 
year. Cordiner also says in his report to you, first page : 
such benefits cannet be achieved by half measures which adopt the terminology 
but kill the substance of the recommendations. 

Now where you said you did not approve, I think your figure is a 
little high as between what a Senator gets and what, say, Admiral 
Radford gets, but in any case you say you do not approve of that. 


FURTHER DISAGREEMENT WITH REPORT 


What else is there in the Cordiner report you do not approve of 4 

Secretary Wuson. The rate at which they were going to step up the 
business. 

Senator Syminoton. What business 4 

Secretary Witson. The payment to noncommissioned officers, creat- 
ing two new grades above it right now. I have some reservations, or 
perhaps I should say, if I might, experience, that my business friends 
that are on this committee and who made these recommendations do 
not realize how difficult it is to operate with Government employees. 
And just paying the same ones we have more money will not make 
them any smarter. We have to train the people and keep the good 
ones. The principle of the Cordiner Committee report I subscribe 
to without question, but the amount of money that they think should 
be paid, I think is on the high side. 
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Senator Symineton. So that you think in the E-8 and E-9 requested 
new grades for enlisted men to hold the technically skilled people that 
you are now paying around $250 a month so they do not go to your 
engine companies and airplane companies at say $1,200 a month, you 
nevettlieless believe that E-8 pav for a master sergeant, after 8 years’ 
service of $380 a month is too high? Is that correct ? 

Secretary Wirson. No, I do not. 

Senator Symrneron. You mentioned two new grades. That is one 
of them. 

Secretary Wirson. It isa complicated business. You heard some of 
the questions that were asked this morning. 

Senator Symineton. It is complicated. I have been studying it for 
some weeks. 

Secretary Wirson. What I am trying to say is that the principles 
of proficiency pay in recognition of ability and merit are sound 
and I subscribe to them without question. Now exactly how we do 
it in our Government is a pretty difficult business. The people were 
worried here this morning about ruining the morale of the people if 
you did not give them the rank on the one side and what you did if 
you paid somebody that had the same rank extra money. 

Now we have to learn how to do that. So I said we found out we 
could do it within the present grades under present authority, except 
it would seem to cost more money, and it will for a while because 
I will want to take it in increased readiness in the present Air Force, 
for instance, rather than to start ‘to reduce numbers. Now some 
way, finally, before you can make any savings, you have to quit em- 
ploying civilian people, you have to get some people off the payroll 
or you have to make some savings through better maintenance, fewer 
accidents, things like that. It has to show up somewhere, in hardware 
or people. 

Senator Symineron. I understand all that. Your committee took 
many hundreds of thousands of dollars of the taxpayers’ money. It 
included fine bipartisan members, like Fechteler, Cordiner, and Bur- 
gess. Now they have come up with a report. It is my understand- 
ing that the three Secretaries of the services agreed with that report 
unqualifiedly and that the members of the Joint Chiefs thought it was 
a good report. and that there was one time when you were willing to 
back the report without qualification. 

We all have problems every day. But what is it in the Cordiner re- 
port besides the proposed pay to a four-star general, and the pro- 
posed pay to the two proposed enlisted brackets that you do not like? 
This legislation is going to come before the Senate pretty soon, and 
we would like to know the facts. 


SECRETARY'S PROPOSAL TO BUDGET DIRECTOR 


Secretary Witson. You do not have the proposal that I made to the 
Budget Director. You have a letter that I recommended but not a de- 
tailed report, I do not believe. 

Senator Syminoron. In the details that you sent to the Director of 
the Bureau of the Budget did you tell him what you did not approve 
of in the report and what you did? 

Secretary Wixson. I told him what I recommended. 
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Senator Symrneron. Can you tell us what the difference is between 
what you recommended and what the Cordiner Committee 
recommended ¢ 

Secretary Wison. Our first estimate of the cost of putting into 
effect the full Cordiner Committee report was in excess of a billion 
dollars a year in increase in compensation to the people. Actually 
the situation is not right now, but we have a going concern. It is not 
that tough. You do not have to change it by any such big steps. 

I proposed how we would do it. We discussed it in the family very 
uaaaie. The Chiefs and the Secretaries agreed to go along, that 
that was a good recommendation and that is the one I made to the 
Budget Director, but he was still afraid it was going to cost too much 
money. 

Senator Symineron. I do not have my detailed figures here, but 
the increase for the first year is nothing like a billion dollars. 

Secretary Wiison. Not on my recommendations. 

Senator Symrneron. As I remember, it was around $250 million, 
and the three services offered to absorb it all in the first year. 

Secretary Witson. That is not correct, Senator. 

In my proposal, my Secretaries agreed to it, we agreed that if the 
legislation was passed, we would immediately start to reduce numbers 
in anticipation of the savings we were going to make. We all agreed 
it was pretty risky because the Congress might take away the numbers 
and not give the compensation we would have to pay under the 
Cordiner Committee plan, and we all worried about it. I am sure 
the matter deserves a lot of attention and it ought to get it from the 
Congress, but it was so difficult to go past what I thought, and the 


whole family agreed, was a good step. And I did not make the sale 
on that one. 


CORRESPONDENCE WITH BUDGET DIRECTOR 


Senator Symineron. In a letter to you of April 4 the Director of 
the Budget said: 


Proposals for general adjustment in levels of compensation for members of 
the uniformed services must be weighed against the importance at this time of 
avoiding any additional inflationary pressures. 

But Mr. Cordiner, an outstanding industrialist, said it was not in- 

flationary at all. The whole point was, he said, that it was that his 
recommendations were deflationary. Now are we continuing to fol- 
low a method of paying the military we got from the British, in 1812 
or 1912? I do not think anything in either of those years that was 
right then is necessarily right now, now later you wrote to the Director 
of the Bureau of the Budget a second letter, and said— 
The major fault in the present system will not be corrected by these or other 
patchwork actions alone. In my opinion until we bring our military com- 
pensation system up to date, we cannot expect to achieve the necessary im- 
provements in quality and balance of personnel, skills, and experience. 

Mr. Cordiner believes that if you take his report and put a false 
front on it with just a pay raise and do not follow all the recommenda- 
tions of the whole report, as a package plan it would be worse than 
nothing. Do you not think that the additional pay raise you appar- 
ently are now offering is a sort of patchwork comparable to what you 
were talking about in your second letter to the Director of the Budget. 
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Secretary Wixson. No, I do not. I think it is a sound move. It 
is consistent with the Cordiner Committee recommendations. We 
could do it without new legislation, and we though we ought to go 
ahead and do it and Jearn how to do it. 

Senator Symineton. Then if Mr. Cordiner and his Committee say, 
“Take our report in full, do not distort it by only taking part of it,” 
you would rather junk it than take it all, is that correct ? 

Secretary Witson. No. You know me well enough to know that I 
think the same way that Ralph Cordiner does. 

Senator Symineton. But Mr. Secretary, you are not talking the 
same way to me that he talked to me when I talked to him last week. 

Senator Cuavez. Mr. Secretary, I think this brings about a lot of 
confusion. I have a great respect for Mr. Cordiner, and I think he 
did a wonderful job. But you are up against this: Mr. Cordiner may 
make that kind of report, the Department might agree to it, but you 
still have to come to this committee to get the money to carry it out. 

Secretary Witson. That is right. 

Senator Cuavez. So, Mr. Cordiner’s recommendations so far as the 
money items are concerned do not come into the picture whatsoever. 

Secretary Wuson. Well, if you can take my simple statement that 
I believe in the objectives of the Cordiner Committee’s report, the 
problems they outline, and the procedures that they think ought to 
be followed; the rate at which you put it into effect and whether you 
go the whole way or not is certainly a question of opinion. 

Senator Cuavez. And what is that rate dependent on? Is it not 
dependent upon the money available to you to carry it out? 


CORDINER REPORT A 50 PERCENT PAY RAISE 


Secretary Wirson. Yes, and it is related to the overall relative com- 
pensation of people in Government. I did not think I could stand a 
sudden increase of 50 percent in anybody’s compensation. I do not 
think we have to do it that fast. And you cannot argue that the Cor- 
diner report is not a pay raise, because it is. You can argue that it is 
a compensation adjustment. All right. It is. And if you made the 
savings anticipated some day on down the road, if you cut the force 
enough and you improve the maintenance of the airplanes and you re- 
duced your accidents and you reduced the number in service, why you 
would come out all right. 

Actually from a strictly management business point of view, it is 
sort of an evolutionary thing, a little bit like this change in the kind 
of weapons and so forth. The jump would have been too big over- 
night, and you would not have gotten the value out of it. 

Senator Symincton. Have you any plan of your own that you would 
like to see this Congress consider at this session that you would con- 
sider a better plan than that of the Cordiner report? 

Secretary Witson. You have me in a bit of an embarrassing posi- 
tion, Senator, because I did make such a recommendation to the Budget 
Director, and there is such a document. 

Senator Symrneron. Is that available to the committee ? 

Secretary Wixson. I suppose it could be made available, but I do not 
want to be in the position of running around my boss. 

Senator Symrneron. Has Mr. Cordiner ever seen it? 

Secretary Witson. Yes. 
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Senator Symrneron. Does he approve of it? 

Secretary Wnson. I think he would want to qualify it somewhat 
like I am qualifying his report. He would want to explain, and I 
think he thought it was a proper step. There is nothing in my recom- 
mendation that is contrary in any way to the principles and objectives 
that he was trying to achieve. There is no argument between Ralph 
Cordiner and myself. 

Senator Symineron. For the record, Mr. Chairman, I would like to 
have placed in the record at this point what Mr. Cordiner and his com- 
mittee believe the saving would be under the suggested recommenda- 
tion of his report. 


(The information referred to had not been supplied at time record 
was printed. ) 


READER'S DIGEST ARTICLE 


There were some articles published in the Reader’s Digest by Mr. 
and Mrs. Drake. They showed, for example, sergeants getting $238 
a month who would quit after their first term enlistment; and would 
then be picked up by airplane companies for, say, $1,200 a month 
as sales and maintenance engineers. These were trained at Govern- 
ment expense, then would go back to induce the people working be- 
side them to join them in the corporation in question as soon as they 
were through. This would be over 400 percent increase in pay, not 
40 percent. 

Now you and I know that after the design stage, there really is no 
competition in the airplane business. Many other items, such as en- 
gines, are built by these big companies. Through engineering changes 
you can get all the profit the traffic will bear after approval by the 
Renegotiation Board. In such case, the taxpayer gets burned three 
times. First, he pays for the training of the man at $238 a month. 
Then he pays the 400 percent increase, because that is included as part 
of the cost of the airplanes or electronic equipment. Then he pays 
for the retraining of the replacement, and the cycle goes on indefinitely. 

The desire of the Cordiner Committee to stop that racket is what 
probably impressed me as much about his report as anything else. 
Now if you are not going to recommend something along the lines 
of the Cordiner Committee report, what is going to be done in an effort 
to stop this expense to the taxpayer ? 


RESERVE OFFICERS RETENTION FUND 


Secretary Wirson. My answer to that is that in the first place I 
did recommend something along the lines of the Cordiner report. 
Secondly, I took a couple of moves that will help solve the problem. 
Tt will not solve it all. The Reserve officers retention plan I am recom- 
mending is exactly in line with the Cordiner Committee recommen- 
dation. That is a piece of legislation that will be up before the 
Congress. 

In the noncommissioned officers I took advantage of the authority 
we already have to make some moves in the right direction and have 
the services learn how to pick these people out and pay them more 
money for their individual skills without affecting the rank. 

Now there are some other complicated thimgs in it. I am sure it 
deserves a great deal of study by the Congress. There are things Tike : 
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How does this affect your retirement pay! Is it retroactive to the 
people already retired? Nice things to tangle with. ; 

Senator Symineron. They are all covered in the analysis of his re- 
port, Mr. Secretary. I have it here. Lt is 140 pages. It has all the 
pomts you have brought wp so fir. 

Secretary Wirson. I know. But do you or don’t you do it? How 
can you plan to retain people now, these technicians that you want ¢ 
Do you go baek and pay all the people that have been retired in the 
yast.4 months? That is a little tough. You men will have to struggle 
with that some day. You will get it up before you. 

Senator Symineron. Would you furnish the committee the substi- 
tute recommendations of the Cordiner Committee report that you ree- 
ommended to the White House and the Bureau of the Budget ¢ 

Secretary Wiutson. I guess, if you ask me to, I should do it. I do 
not know. 

Senator Cuavez. What is the difficulty’ Why could not you jus- 
tify it ? 

Senator Symineron. Here is an industrialist. running one of the 
world’s great corporations, with the country now worried about the 
size of the current budget. This industrialist spends a year with 
people like a former Chief of Naval Operations and your former As- 
sistant Secretary of Defense for Manpower, then says, “If you do what 
we recommend, in 5 years you will save $5 billion or more in effective- 
ness.” Not only is it turned down but the story all over town is that 
you originally backed it: and now you say you have a substitute pro- 

osal. At the same time we in Congress are getting a great deal of 
mail about the cost of the budget. We may not be able to get the sub- 


stitute. recommendations you made. The Cordiner report is rejected 
by the people who asked the report be made, headed by you—and we 
do not have the proposed substitute. 


REPORT UNDER STUDY AND CONSIDERATION 


Seeretary Witson. Ln the first place, it has not been rejected. It is 
under study and consideration. It is like the reports of all kinds of 
committees. We try to get some good people to help us and point out 
the. difficulties in analyzing the report. Then the people that have re- 
sponsibility have to decide how much, if any, of that they will take or 
whether they can accept all of it. As a matter of fact, F am in that 
osition with your committee. I am making recommendations on the 
bode, and you are looking it over. It looks like you are only going 
to restore part of what the House did, on the same principle. The 
people with the final responsibility have to say what they are going to 
do. Some of it gets involved in timing. 

I am anxious that you all understand me. I see the need to balance 
out compensation for Government employees, both in the civilian and 
in the military end of it, so that we can pay proper compensation for 
the work we expect. I do not know how you can run a free organiza- 
tion, or a military organization in peacetime on any other basis. In 
wartime you have the patriotism and similar things that will cause 
men to step up and do things that they will not do ordinarily. Even 
after the last war, that was recognized in the very liberal treatment of 
the GPs and so forth. 
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SAFEGUARDING NATIONAL SECURITY 


Senator Symineron. A statement was made some time back that— 


The national security is safeguarded only if the security establishment is trained 
and administered under a single direction by a single department. 

Do you agree with that statement ? 

Secretary Witson. Who made it? 

Senator Symrneton. It was made in 1945 by the then General Eisen- 
hower. Inasmuch as your opinion apparently has been changed at 
least somewhat on the Cordiner Committee report by him you properly 
call your “boss,” I am wondering if you feel what you said this morn- 
ing 1s in accordance with the way he felt at that time in 1945. 

Secretary Witson. I don’t know what he thinks about it today. I 
have not talked to him about it. I know that there was a great deal 
of argument in the Congress when the Defense Department was set up. 
What I said this morning is my own personal analysis of it and belief. 
I see where nothing would be gained by giving the Chairman of the 
Joint Chiefs of Staff and the Secretary of Defense more power and 
authority and put it all in one great big organization. ‘The pieces are 
already too big, in my opinion. And all the big businesses in my 
country have been struggling to decentralize and get away from the 
very thing that you are talking about. 


COMPARISON WITH GENERAL MOTORS 


Senator Symineton. You consistently bring up the fact that, in 
effect, the Pentagon Building operation is comparable to the operation 
of General Motors. I know something about the organization of 
General Motors. I worked for it in supplying goods for many years. 
General Motors was and is a holding company that operates primarily 
for profit. A great many people get a bonus above their salary. This 
goes pretty far down the line, in each of the operating companies 
working under and for the holding company. 

Based on my years in the Pentagon Building, the difference between 
that operation and the operation of the Pentagon was the difference 
between night and day. The people in the Defense Department do 
not have any profit motive. They operate on the basis of authority. 
Problems came up which, to my knowledge, were totally foreign to the 
operation of a business for profit. 


UNIFICATION QUESTION 


I was interested in your definite position on further unification or, 
rather, against further unification, because this committee and the 
Congress are trying to give you the amount of money you think neces- 
sary to run the establishment, and at the same time not tax ourselves out 
of the free-enterprise system. 

I will not read all the nine points that were made by General Eisen- 
hower at that time. 

Incidentally, the recent article appearing in the paper questioning 
the President only last week would seem to show that President 
Eisenhower feels the same way today that he did then. 
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I am sort of surprised that you never talked to him about it. Mr. 
Reston, of the Times, says in an article dated May 15: 

The President recalled this morning that he returned from World War II 
convinced that the day of the separate serviee was gone. He added that he en- 
countered very fierce opposition then, that the law establishing the Defense De- 
partment did not meet with his desire. He wanted at that time a Chief of Staff 
for the President. He emphasized over and over again the main thing that was 


needed was the power of decision to settle inevitable differences among the 
services. 


Then his last point that he made in his testimony before the Con- 
gress was this: 


Finally, there is no such thing as a separate land, sea, or air war. Therefore, 
we must recognize this fact by establishing a single Department of the Armed 


Forces to govern us all. 

Now, you still think that is a mistake, do you? 

Senator Cuavez. Is that not a little confusing? In my opinion, we 
still have a single department. You have different departments; you 
have different agencies of the Department. You have the Army, Air 
Force, Navy, and the Marine Corps. 

After all, when you get your group together, do you not make the 
final decision ¢ 

Secretary Wiutson. Sometimes I have to. When I do, I step up and 
do it. My greatest trouble, quite frankly, is to be sure the right thing 
is done. It is entirely possible to concentrate too much power and 
authority in any one man’s hands. 

Senator Cuavez. But you are the Secretary of National Defense. 

Secretary Witson. That is right. 

Senator Cravez. With certain duties and responsibilities. 

Secretary Wirson. And there is a procedure that we follow, and it 
is all outlined, and important decisions are not dodged. The President 
of the United States is Commander in Chief and can settle anything 
that Admiral Radford and I cannot settle. 

Senator Cuavez. But, within the Department of Defense, if it is 
necessary to take action upon the different opinions of your personnel, 
do you not take that responsibility and make your decision ? 

Secretary Wutson. Yes, sir; and, also, quite a wind blows over it, 
but I do it. We had a little discussion here about the ballistic missile a 
while age. I tried to explain what we did and why. 

Senator SyMIncTon. Tra one sentence of President Eisenhower’s 
press conference of last week into the record. President Eisenhower 


said: 


Progress is being made, but it is not as fast and it is not as complete and I 
certainly hope, and I was preaching and praying for unification, which never did 
take place quite im the form I thought it should be. 


WEAPONS SYSTEM EVALUATION 


Now, Mr. Secretary, the papers are full of disagreements among the 
services and any form of duplication or triplication has waste in it. 
notice an article by a well-known columnist suggesting that there be 
weapons systems evaluation tests in order to decide what should be 
done. 
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Nobody could help being impressed by the fact the Cordiner Com- 
mittee says we can save up to $5 billion in manpower; but it is my opin- 
ion we could save even more through weapons system evaluation tests 
than we could through improvement in the handling of manpower. 

I wonder if we have any plans for that type of effort, because the 
article in question states it is now being submitted te you for decision. 

Secretary Wirson. I guess you are all familiar with the fact that we 
have maneuvers every once in a while and we try to help evaluate 
these things. 

Weare working on it allthetime. We havea special group of people 
trying to help us. This particular one was a sort of dramatic sugges- 
tion as I understand it, which I would not think would have too much 
merit. 

Senator Symineton. You would not think so? 

Secretary Witson. No, not in the way sug, ‘ 

Senator Symineron. Are you satisfied with the weapons systems 
evaluation procedure of your administration in the last 4 years? 

Secretary Wirson. I think we have done just 9s well with it as any- 
body has in the past, or better. You can argue anything you want in 
that area. You can argue the carriers versus the land-based airplanes. 
They both have their field without question in my mind. 

Some day you are going to have to decide whether you are going to 
build a Forrestal carrier every year and how many B—52’s you are go- 
ing to build compared to ballistic missiles and all those kinds of things. 

They are difficult matters. They deserve the very best attention of 
responsible people. 

know oF no way to do it except to get the very best facts you can 
without prejudice and bias and analyze the business and do the best 
- can. You can have maneuvers as the military people do—I would 
ike to have you ask Admiral Radford about it. He is my top expert 
in this area. 
Senator Cuavez. He will be given an opportunity. 


ATTITUDE ON UNT¥ICATION 


Secretary Wiison. On this question of imification «and 4ew you or- 
ganize people for a common purpose, you can take all kinds of posi- 
tions on it. 

I am just telling you quite frankly what I believe and why as best 
Tecan explain it. I think that the present organization is a pretty prac- 
tical one considering the type of government we have and how we 
function. 

Senator Cuavez. May I interrupt you, Does not wnification mean a 
final determination of policy and not of ideas of the different depart- 
ments, of the Navy, the Army, and the Air Force? Is that not a 
healthy situation that they do disagree once in a while? 

Secretary Witson. I would rather have the disagreement. in the area 
it is now, where you can analyze it the best you can than I would try 
to accomplish the same purpose with it all in one big organization. 

There will be people that think I don’t understand it. What I have 
outlined is my own personal opinion. 

Of course, it is difficult every time you try to organize 500,000 people, 
or 4 million people, or any other number you say, for a common pur- 
pose and have them promote the objectives efficiently and effectively. 
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I have a little motto hanging up in our conference room in the 
Pentagon. It says, “Reasonable men with a common objective in the 
presence of facts do not have too much trouble coming to an agree- 
ment.” 

That is it. 

Senator Symineton. Are you worried about the fact that if you 
put more centralized authority in the Pentagon it may be against the 
American system? Is that correct? 

Secretary Witson. I think the clear setup that has been in our 
country from the very beginning where the civilians have the respon- 
sibility, all the military people subscribe to that, where we have this 
dual responsibility between the executive branch and the legislative 
branch of the Gevernment—— 


EXTENT OF AUTHORITY 


Senator Symuneron. I understand that. I am asking: as Secre- 
tary of Defense, do you think you should have more administrative 
authority than you have now, or do you think that is against the Amer- 
ican system ¢ 

Secretary Witson. I don’t think I should have any more and I 
think if I had it I couldn’t efficiently accomplish any more than I can 
under the present arrangement because you cannot pull everything 
up one place and make all the detailed decisions. You have to de- 
centralize it, give some people responsibility and authority in the 
first instance. 

Senator Symrineton. I understand that, but when it comes to final 
decision, do you think it would be wiser for you to have more admin- 
istrative authority ? 

Secretary Wirson. I think it is just about right now. 

Senator Symineron. Do you think the President’s position should 
be changed, as far as his authority is concerned ? 

Secretary Witson. I think you will have to talk to him about that. 

Senator Symineton. From the standpoint of the American system. 

Secretary Witson. That is my own interpretation. 

Senator Symrneron. The President can do anything he believes 


right with respect to the Department of Defense, can he not, that does 
not violate the law? 


Secretary Witsen~. He can issue orders. 

Senator Symincron. He has complete administrative authority, 
has he not? 

Secretary Witson. I have always understood so. 

Senator Symrneron. Why would it be against the American sys- 
tem for the Secretary of Defense to have complete administrative 
authority? He is just an agent of the President, is he not? 

Secretary Wirson. That is right. 

Senator Symineton. So if you are worried about your having more 
administrative authority, I do not understand that. I believe one of 
the reasons we are spending so much money in our Defense Depart- 
merit is betattse*riobédy will make the decision as to what are the best 


weapons for the next possible war as against what the best weapons 
were for the last. war. 


I have no further questions, Mr. Chairman. 
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Secretary Wizson. Of course, that is not our trouble. Our trouble 
is to appraise these new developments before they are developed. 
That is very difficult. The only way to do it is to try the stuff out to 
the point where you develop the weapon and test it and then you ap- 
praise it in your military organization and put it in the services you 
think it ought to be in. 

Senator Cuavez. And get procurement. 

Secretary Wirson. We are making progress on it. It may not 
sound so. The very fact we are set up like we are in the Government, 
the Congressmen and the Senators, they want to talk to the military 
people on down in the echelon to see what they think about it. 

Senator Symrneton. The Chair says “and get the procurement.” 
The Cordiner report says a lot of the procurement we have cannot 
be used because we do not have adequately trained mechanics and 
technicians to maintain the units in question. 

Senator Cuavez. There is nothing in the way of procurement at 
the moment. You are still in research and development. 

Secretary Wiison. The Senator brings up the question of more ef- 
fective use of what we have, a better state of readiness, better trained, 
efficient people. I agree with him. 

The only disagreement is how fast we do it and what are the other 
limitations put on us in the process of it. 

Senator Tuyr. Mr. Chairman, might I ask one question at this 
point ? 

Senator CHavez. Certainly. 


ADEQUACY OF SKILLED MANPOWER 


Senator Ture. Secretary Wilson, are there many areas in your de- 
fense where you lack the skilled manpower to properly maintain the 
equipment and keep it in readiness as of today ¢ 

Secretary Wiison. It is mostly in the Air Force. The reason for 
that is that they have the most rapid overall change and they need the 
skilled people and they have been growing. 

The Air Force has been growing in the last 4 years. That is where 
the greatest trouble is. The next trouble is in the Navy and the least 
trouble is in the Army. 

There is less trouble in the Army because the Army did some things 
within the range of what you could do now to partly take care of it. 

Senator Ture. Is the situation serious to a point where we should 
examine it with a firm determination to bring about a halt in the re- 
tirement of the skilled mechanics ? 

Secretary Witson. The answer is that I think it is. We have made 
two moves right now—I hope one will be approved by the Congress— 
which is the plan for Reserve officer retention. 

The other we are going to go ahead with ourselves which is the 
first. step to implement the Cordiner Committee recommendations in 
that area. 

Senator Tuyr. That is specifically what, Mr. Secretary? 

Secretary Witson. To recognize proficiency pay. 

Senator Ture. That is what you discussed this morning. 

Secretary Witson. That is right. 

Now, the Cordiner Committee recommended another thing that is 
going to be a bit troublesome. They called it doing away with the 
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Methuselah principle. That is paying people for long service rather 
than skills. 

That one is going to be a little troublesome, too. In my experience, 
a top executive's responsibility is how you properly weigh loyalty and 
long service compared to merit and ability. That is the problem. 
How do you do it? 

Senator Cuavez. Senator Robertson. 


STOCKPILING PROGRAM 


Senator Ropertson. Mr. Secretary, to what extent does the Defense 
Department participate in the program of stockpiling supplies? 

Secretary Witson. The actual stockpiling responsibility is in the 
Office of Defense Mobilization. We are claimant agencies, and would 
especially be so if there was a war, for the materiel. We have our 
military programs and procurement and we break it back down into 
the kind of things we need. 

We do not have the top responsibility for determining how much 
of any material we stock. We do say what we think we might need. 

Senator Rozerrson. The Joint Committee on Defense Production 
of which I am now chairman, only has jurisdiction over defense pro- 
duction items. That was passed in 1950. 

Before that, in 1947 and 1948, we had the Stockpile Act. That 
was purchasing under a different outfit. We do not know what has 
been lost under that, but it is a substantial amount. 

Last Tuesday Mr. Floete of the General Services Administration 
testified that under the Defense Production Act we will have lost 
$850 million. That isa big loss. It is over 10 percent on the dealings. 

They have a revolving fund, as you know. They borrow from 
the Treasury, as you know. 

I was wondering anywhere if your purchasing experts, your direc- 
tives of what you would need in an emergency, could not get into op- 
eration with these two agencies, stockpiling agencies, ODM and Gen- 
eral Services Administration, and see if we cannot get that purchas- 
ing program on a basis that we do not take an annual loss of about 
$200 million a year which should not be necessary. 

Secretary Wiison. I am no empire builder. I don’t want to reach 
for any more than I have responsibility for now. 

Senator Ronerrson. Yes; but you are in this program now already. 


VIEWS ON STOCKPILING PROGRAM 


Secretary Witson. I think, if I may say so, we are gradually chang- 
ing our minds in regard to what we might need, and in regard to what 
the problem would be. 

Right after Korea, and to some extent even before then, in the 
stockpiling business to too great an extent we started to prepare to 
refight World War II. I do not want to seem to be too critical about 
it because it means that the men that did it then, that was the best 
they could figure. But fortunately we did not have the war in 1952 
or 1953 when the people said that was the point of greatest danger. 

If we had had a war then, they would have been partly right. 

I happen to think the next one, if we are so unfortunate as to have 
another war, is going to be a different kind of thing and I am not 
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quite so interested in stockpiling what somebody thinks he migtit need 
for a 5-year war, but that again is my own opinion. 

Other people have the responsibility. 

Senator Rogertson. I think you have made a very expert suggestion 
there. Sooner or later we want to develop this point to the extent 
that Congress can take a comprehensive look at it and formulate a 
policy. Weare preparing to fight a 5-year war. 

With bombers or guided missiles somebody will be out in the course 
of weeks or months. 

Now, I am not on the Armed Services Committee and if we have 
legislation on that Cordiner report, I hope you will give usa very 
detailed analysis of what it is going to cost. I have considered the 
Hoover Commission report. It seems this business of saving $5 billion 
has been a kind of shibboleth. The Hoover Commission says if we 
put those recommendations in it would save $5 billion. 

We have put half of them in so far, all we have gotten is an increased 
cost of government. So much so that now the taxpayers are making 
complaints. 

The next report says we will save $5 billion. You say when it 
starts that it may up the expense about half a billion dollars. That is 
what we would like to know. 

As I say, I am not on that committee and I would like to know 
what it is before we go finally into the thing. I am on the subcom- 
mittee that handles the Post Office Department. That is over $3 
billion. 

When they overspent three quarters by $41 million, I asked. the 
Budget Bureau to give me a breakdown of why they had overrun. 
They said we can’t breakdown $3 billion. 

So I am not too sure that anybody can sit down and figure a $5 
billion savings. 

Before we get into it, I would like to have your estimate of what 
it is going to cost to start before we get to the point of savings. 

Secretary Witson. When people try to sell something they put 
their best foot forward. Most salesmen will exaggerate their side of 
it a little bit. 

Evedybody who wants to make a big change in the Government 
talks about saving $5 billion. I would just like to see one of them 
take my job and try to save $5 billion. Sooner or later the job is going 
to be open and all these people that know how to save $5 billion can 
step up and try it. 

Senator Exttenper. That will not be soon, will it ? 

Secretary Wixson. I don’t know. 

Senator Cuavez. Are there any further questions by the committee 
members of the Secretary ? 

Senator Exienver. I would like to ask a few questions, Mr. Chair- 
man. 


UNIFICATION IN ATTACHE SYSTEM 


Reverting back to the question discussed about unification, Mr. Wil- 
son, if you will recall during the last 3 or 4 years, I discussed with you 
the unification of the attaché system throughout the world. 

As I recall, the last conversation we had was that it would save 
about 18 percent. 
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Secretary Wison. I have an order out now and the situation is 
different in different countries, to ask the people involved how to do 
it to save 12 percent in that area. 

Senator ELtenper. You mean additional ? 

Secretary Witson. Over where we are right now. I am working 
at it. 

Senator ELtenper. Are you permitting the predominant Armed 
Force in the particular area to operate this attaché system at that 
location. 

Secretary Witson. That is about the way we are doing it. 

Senator ELLENDER. You mean the way you proposed to do it? 

Secretary Wixson. The people in the field do not really quarrel as 
they do in some other respects. The closer they get to the job the 
better they cooperate. 

Senator Extenper. As you recall that was one area in which 1 
thought we could make unification practical. I found that no efforts 
were made to pool available resources. Has this particular phase 
changed ? 

Secretary Witson. It is being improved all the time. It takes a 
little patience and pushing, but 

Senator Ettenper. Why such pushing, you have the authority to 
doit. Why do you not do it? 

Secretary Wixson. It is so far away that I have to depend on some 
people down in the outfit to carry out and get things done. I have 
to do it that way. 

Senator ELLenper. That is about the same thing you told me a cou- 
ple of years ago. 

Secretary Wiison. You know the truth hangs on over a couple 
of years. 





POST EXCHANGE EXPENSES AND PROFITS 


Senator Exienper. At the time I met with you, I also discussed 
the post exchange operations. Would you be able to tell us how much 
of the expenses of the PX’s are borne by the Government ? 

Secretary Wirson. I would have to get the figures. I will ask 
Secretary McNeil to do it. 

Senator E.tenper. I wish you would. 

Secretary Witson. Let me tell you now I don’t know the figures. 

Senator Extenper. I understand. The post exchange service main- 
tains an elaborate office in New York City, which is the center of 
their operations. Are the expenses of this office paid out of appropri- 
ated funds or out of profits from the PX’s? 

Mr. McNem. Appropriated money is used to pay for the salaries 
of the military personnel involved but not for the rest of the PX 
offices in New York City. 

Senator ELtteNper. How much of your appropriated money is used 
in your PX service ? 

Secretary Witson. I will develop that for you. 

Senator ELitenper. I would like to have it. I would like to have the 
amount and number of personnel, and the amount of transportation 
and rent paid out of appropriated funds. 

I learned recently that the profits of the PX system have amounted 
to over $46 million in the last year. 

92576—57——_5 
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Mr. McNen. In the case of transportation the basic law requires we 
charge the transportation in the cost of material to anywhere in the 
United States or to ports. 

The transportation overseas is charged to appropriation. 

Senator ELtenper. Is some of that cost subsidized ? 

Mr. McNet.. No, but we do pay for overseas transportation costs on 
the idea that in the case of military people, they do not get additional 
compensation for overseas service as they do in most agencies. 

Therefore, we attempt to furnish the food and so forth overseas at 
the same price they would pay in the United States. 

Senator ELienper. I happened to be a customer of the PX while 
I was abroad. I found that I could buy shirts and materials cheaper 
in Europe than in this country. Yet the PX is making a nice profit 
and it seems to me that their operating expenses could be borne out 
of profits rather than by the American taxpayers. 

ould you not agree with me on that ? 

Mr. McNett. The profits usually go to take care of the athletic 
activities—— 

Senator Extenper. I do not care where the profits go. Why should 
the American taxpayers be obliged to subsidize a profitable venture? 

Secretary Wizson. I would like to make a comment about the PX’s. 

Senator Eitenper. Yes, sir; I wish you would. 


POST EXCHANGE OPERATION 


Secretary Wutson. The PX was developed—I inherited it, of 
course—it is about the same theory as the cooperative movements in 
the country. The original idea was that you could set the thing up 
and you could deliver to the service people the things that they needed 
wherever they were all over the world at somewhat less cost than they 
could go out and get it. It is one of the fringe benefits the service 
people got. 

It is part of the reason that the people still stay and work for us 
at less than what they could get somewhere else. 

We are trying to run the things the very best we can and you get 
plastered both ways about it. Some of the service people complain 
that we are taking the cheaper coffee and some of the stuff away from 
them. 

A serviceman’s wife makes more fuss about having to pay 5 cents 
a pound more for coffee then about whether he got a $10 raise. 

Let us be careful about taking anything away from our people until 
we straighten out the compensation. 

Senator Extenper. I am not suggesting that. I think the PX sys- 
tem should be maintained, but it should be self-sustaining. That is all 
IT am asking. 

(The following information was submitted :) 


Post ExcHANGES 


Exchanges established and operated by the Departments of the Army, Navy, 
Marine Corps and Air Force receive appropriated fund support only in the fol- 
lowing areas: 

1. The use of Government buildings on military installations at which ex- 
changes are located. 

2. The services of military personnel assigned to exchange operations. 

8. The transportation of exchange cargo from stateside ports to oversea areas. 

Buildings to house Army, Navy, Marine Corps, and Air Force exchange facili- 
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ties are normally furnished from appropriated funds. Officer personnel is nor- 
mally used to supervise the activities, averaging 1-plus per installation (large 
installations may use 2 or 3). All maintenance costs, equipment costs, utility 
costs, and all civilian personnel costs are paid for from funds derived from 
the exchange operations. These overhead costs are included in the prices of the 
items sold by the exchanges. 

General Parks, the Chief, Army and Air Force Exchange Service, has offices 
at 25 West 43d Street, New York City, known as Headquarters, Army and 
Air Force Exchange Service, which has been located on this same site since 1942. 
The rental costs of these offices and all expenses connected therewith are pro- 
vided in full from nonappropriated exchange funds. 

A breakdown of military personnel currently assigned to the exchange opera- 
tion is as follows: 








Army and Navy Marine Total 

Air Force Oorps 
CS tnichos oacichpmasinedibeamthe tekiadmne 357 143 45 3, 541 
ne MN oo 885 ood ce ewes 175 0) 992 () 


1 Not available. 


Now, Mr. Wilson, would you be able to tell us what percentage of the 
budget goes for the payment of fixed charges? 
Secretary Witson. I don’t know what you mean by fixed charges. 


TRANSFER OF FUNDS 


Senator ELLenper. It is my information that although you come 
before this committee and ask for so much money in patie to, let us 
say, purchase so many airplanes or so many tanks or build a battleship, 
funds can be shifted if you find that a mistake was made or an error 
was made. Instead of buying tanks, you might decide to purchase 
planes, because it might be more feasible. 

Secretary Witson. I can’t shift it between services; you understand 
that. Ican’t shift it from tanks to airplanes. 

Senator ELtenper. Well, let us say within the service. For instance, 
the fixed charges I would say would be the salaries of all people that are 
employed. That is fixed. Then I presume you have certain main- 
tenance charges that are more or less fixed. 

Now, would you be able to give us an idea, percentagewise, of what 
those fixed services are, or, to put it another way, what amounts in 
the respective services can you shift from one item to another ? 

Secretary Wiison. We have certain classifications of accounts that 
we can’t shift money between. We cannot shift money between the 
personnel account and procurement. 

Senator Ettenper. I understand that. Those are fixed. 

Secretary Witson. Those are annual appropriations for personnel. 

Senator Ex.enper. That is right. 

Secretary Witson. They are for specific purposes. I am troubled 
by what you mean by fixed expenses. I am used to thinking about 
taxes, insurance, rent, and depreciation and those things, those kinds of 
things you can’t get away from. 

Senator Extenver. I am asking the question for this reason: When 
the House made its cut 2 days ago, it was said that airplane construc- 
tion or some other facility would be badly hurt. Now, can’t you shift 
funds to take care of the items that have a higher priority ¢ 
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That, you certainly have done. I think the record is replete with 
testimony to the effect that in the past many changes have been made 
such as we discussed this morning in respect to the airplane procure- 
ment. 

Secretary Wiison. We can’t shift money between accounts without 
permission of the Senate and the House. 

Senator ELuenper. You mean as to all programs? 

Secretary Wizson. Within a particular appropriation, for instance, 
for airplanes and related procurement—— 

Senator Ettenper. You do not come to us for that. 

Secretary Witson. We do not come to you for that. We can shift 
it from fighters to bombers, and so forth. We tell you, ordinarily. 

Senator Extenper. You cannot shift in the case of purchase of ee 
and the erection of a building; I understand that. But that same 
principle does not prevail in respect to procurement of airplanes and 
procurement of tanks and other astware. Am I right in that? 

Secretary Wirson. The procurement appropriations for each of the 
services are for a specific classification of items. We cannot shift per- 
sonnel money or maintenance-and-operation money to procurement, 
and we cannot shift between ships and aircraft. 

Senator Extenper. I understand all of that. 

Secretary Wixtson. This suggestion of the House, of getting money 
out of the stock account; we can do it when they say we have the au- 
thority to do it. But we cannot gain very much by shifting between 
accounts if you cut all the accounts down. 

If we had a surplus in one that we knew about, kept it buried so 
that you did not know it, we could shift it, but we do not do that. 
This billion or a billion two hundred million that I am talking about; 
there is nowhere I know I can find any other money that can make 
up for it. I think it ought to be restored. It would be easy to tell 
you what we have in construction, what we have in procurement, 
and what we have in research and development. The rest of it is in 
our research business, which is about a billion seven hundred million 
dollars or so, in the personnel money and in maintenance and opera- 
tion. 

Senator Exitenper. Mr. Wilson, I can well understand that, as to 
salaries and services such as maintenance, you cannot shift that; that 
is fixed. What I would like to have for the record is the percentage 
of the budget that can be shifted as you see fit, without coming before 
Congress. I know you have done it in the past as to airplanes and 
for tanks. 

Secretary Wixson. We can only shift within the accounts, within 
the specific appropriation. Outside of that, we do not have the 
authority. 

I would like to be helpful here, but I just do not know how I can 
answer the question as you have put it. 

Senator ELLENDER. I think Mr. McNeil knows what I am trying 
to drive at. 


AUTHORITY TO TRANSFER FUNDS 


Secretary Wuson. I think, if you mean wanted to do it, to give the 
Secretary of Defense the authority to shift 5 or 10 percent of the money 
between accounts, I would not object to having that authority. I un- 
derstand it was given to Secretary Forrestal once. It would be just 
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a little helpful toward the end of the fiscal year because, using the 
very best foresight we can, we cannot tell for sure where we are going 
to be pinched the most. So that, if you give me some authority to 
shift between accounts, why, I would take it. 

Senator KLteNper. Mr. Wilson, let me ask you this question, to be 
more specific : Suppose you were to come here today to us and say that 
you need X number of dollars to build so many tanks. Suppose when 
you were ready to procure the tanks, you found that only 500 were 
needed, could you not use the money appropriated for the other 500 
tanks to some other procurement program ? 

Secretary Witson. The way it is handled now within the classifica- 
tion of accounts, it amounts to this recoupment business we are talk- 
ing about. We cancel something and it goes back and you still have 
some cash in the bank you can use for a similar purchase. 

You cannot move it to another account. 

For instance, take the tank business. The Army wants some differ- 
ent kind of tank. 

Senator ELLenver. I gave you an example of a thousand tanks. 

Secretary Witson. That is right. 

Senator ELtenper. And you find now you need but 500. As to the 
500 you do not need, you mean to say you could not shift the money 
provided for the 500 tanks to procure some other item, say for the 
Army ? 

Secretary Witson. It has to be for the Army and it has to be in the 
same account. 

Secretary Exitenper. That is what I am talking about. The same 
thing goes for the Air Force? 

Secretary Witson. That is correct. 

Senator ELLenprer. Assuming then that the money for the 500 tanks 
were for the Army, for what purpose could this money be used, if it is 
not used for tanks / 

Secretary Witson. We could use it for trucks and missiles. We 
could use it for ammunition in the Army. 

Senator Exitenper. However, as I understand you, you could not 
transfer it from the Army to the Navy or the Navy to the Air Force? 

Secretary Witson. No. And you could not transfer it in the Army 
for some other purpose other than procurement. 


PERCENTAGE OF FUNDS AVAILABLE FOR SHIFTING 


Senator ELLenper. I wonder if we could get a figure, percentage- 
wise, of the amounts provided the three services that can be shifted ? 

Mr. McNetv. Of the total request, there is $1014 billion for military 
personnel that cannot be shifted. There is a total for all 3 depart- 
ments, of about $9 billion for maintenance and operation. That cannot 
be used for hardware, for military personnel, or research. It has to go 
for maintenance and operation. 

Senator EtLtenper. That is a total of almost $20 billion. 

Mr. McNew. That is right. There is about a billion and a quarter 
for reserve personnel that cannot be used for anything else. There 
is $1,700,000,000 for research and development that cannot be used for 
other purposes. 

There is almost a billion dollars in retired pay and other items of 
that type which cannot be used for anything else. 
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That leaves a total of $3 billion in all 3 military departments in the 
procurement accounts. 

Now those procurement accounts are appropriated in a number of 
different appropriations. There is no transferability between the 
appropriations. 

In the case of the Air Force, there are two procurement appropria- 
tions. One is for aircraft and related procurement. Within that ap- 
propriation, there is flexibility during the year within that appropria- 
tion for items normally included in that account. 

Senator Ex.enper. Could you take any portion of that amount and 
put it into research if you desired to? 

Mr. McNett. No. 

Senator Eittenper. Why not? 

Mr. McNem.. Because if we moved over into another 

Senator Ex.ienper. I mean research in the aircraft division, not in 
the Army. 

Mr. McNet. No. There is a portion of that that can be used for 
development of material, but it still has to be hardware. 

Senator Eitenver. That is research ? 

Mr. McNett. Well, perhaps beyond the basic research stage, let us 
say actually ordering three new engines of a new development type. 
That can be done. It still has to be in that class of material. It can- 
not be used for research generally. 

Now the Air Force has one other appropriation where they buy 
minor types of equipment such as radios and things of that nature. 
That cannot be used for aircraft. 

We can use the different types of radio sets, ground equipment and 
of that nature. 

Senator Exrenper. Is the amount for that purpose set out in the 
appropriation ? 

Mr. McNett. Yes, sir. 

Senator ELLtenper. You cannot shift it? 

Mr. McNett. No, not from that purpose to aircraft. The items 
covered must fall within the general purpose of this appropriation. 





FUNDS REQUEST FOR EACH SERVICE 


Senator ELttenper. Now of the $12 billion in round figures, how 
much of that is for the Army, for the Navy, and Air Force? 

Would you be able to tell us? 

Mr. McNet.. Yes, sir. In the Army, in this new request, there will 
be about $67 million, based on action of the House although we re- 
quested $583 million. 

There is $4 billion for the Navy and $740 million for the Air Force 
in this classification. 

If I may just continue these appropriations; in the Army they have 
one appropriation to cover all the procurement of major equipment.’ 

There is flexibility in that, but again, those funds cannot be used 
for personnel or maintenance and operation. 

Secretary Wirson. I might add there is almost nothing in that ac- 
count if you will take this $516 million away. There is almost nothing 
in the account for the Army, only $67 million; yet the Army actually 
has a procurement plan of about $1,300 million, and that is using up 
obligational authority from previous years. 
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Mr. McNet. There is no transfer from that to operation or main- 
tenance or personnel. 

Senator E.tenper. As between the Army, the Navy, and the Air 
Force, the one having the most funds to shift is the Air Force. 

Secretary Witson. That is right. 

Senator ELLeNpeR. And that would amount to how much ? 


AIRCRAFT AND MISSILE APPROPRIATION 


Secretary Witson. The aircraft and related procurement appropria- 
tion is $6,200 million. 

Senator E.tenper. How much of that is to be used for guided 
missiles ? 

Secretary Wiison. About $1,700 million. 

Senator ELLenper. That is in that appropriation ? 

Secretary Witson. That is right. 

Senator ExLtenper. How much did the House cut off that ap- 
propriation ¢ 

Secretary Wixson. $354 million. 

Senator ELLENDER. Why did some statement come out of the Defense 
Department that if this $354 million were cut out that it would seri- 
ously affect your missile program, when you have such a large amount 
that you can transfer from one program to another? 

Secretary Witson. Well, even within this amount there was a ques- 
tion earlier today, wondering why even with that amount you could 
only purchase 1,515 aircraft. 

Senator Extenper. You did not answer my question. 

Secretary Witson. It means that any reduction will reduce the 
number of aircraft, missiles, that would normally be purchased. 

Senator ELLtenper. Why say that the missile program is going to 
suffer if the House cut is upheld? 

Secretary Wixson. It has to be missiles or aircraft, one of the two. 

Senator ELttenper. I understand. 

You just stated that a billion dollars plus could be used for missiles 
and you could still increase that if you desired out of that $6 billion 
appropriation. 

Secretary Witson. Only by taking it out of aircraft. 

Senator Etuenper. I understand that, but you could shift it if you 
desired to? 

Secretary Wiison. Yes. 

Senator Enienper. Of course the same would apply to Army pro- 
curement and production. 

Secretary Witson. I would like to say that the simple thing is that 
if you take 5 percent away and it is already on an austere basis, you 
have to drop something out. There is no way you can do the same pro- 
gram with 5 percent less. 

Now, you could not say that a 5-percent reduction in funds is not 
going to hurt the program 5 percent. It is the same thing in the per- 
sonnel. 

We have 2,800,000 people. You say get rid of 140,000, that is 5 
percent. 

Everybody will tell you that is a cut. That is going to knock you 
down some. That is the whole thing. It is just a relative matter. 
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NAVY PROCUREMENT APPROPRIATIONS 


Mr. McNeu. In the case of the Navy, they have four principal pro- 
curement appropriations. One is for “Aircraft and Related Procure- 
ment,” and there again you could shift from one model of aircraft to 
another or from an air missile to an aircraft. 

Senator Extenper. What is the total? 

Mr. McNett. $1,932 million. We estimate that $1.6 billion would 
be used for aircraft procurement. 

Senator Ex.enper. Is that all the Navy has to shift? 

Mr.McNet. For aircraft. 

Senator Evtenper. Could any part of that $1.3 billion be used for 
anything else that the Navy desired? 

Mr. McNet. Not for ships, personnel, or operations; no, sir. 

Senator Exi.enper. Only in aircraft? 

Mr. McNew. It must be aircraft. 

Senator Eiienper. If you do not use the billion six for aircraft, what 
becomes of that part that you do not use? 

Mr. McNett. It will be a credit against the request for next year. 

Now, in the case of ships, it is a little over a billion and a half dol- 
lars, and that can be used for nothing but ships. No transferability. 

Senator Exitenper. If you do not use it, it reverts to the Treasury? 

Mr. McNen. It is reported to you and taken as a credit against next 
year’s request. 

Senator Exxenper. All right. 

Mr. McNetu. The Navy has about $36 million for missiles and all 
other major equipment items. There can be no transfer from that to 
any other purpose such as ships, maintenance, and operations or per- 
sonnel. 

Senator E:tenver. Can you tell me how much the missile money 
was reduced by the House? 

Mr. McNet. Well, we still have to analyze some of the House re- 
ductions. It would be about $175 million in all services. 

That is not a precise figure, because we still do not have all their 
worksheets. 

Senator ELtenper. The $175 million reduction would apply to all 
three services. Could this reduction be absorbed by the amounts avail- 
able in the unobligated balances? 

Senator Stennis. Would you yield to me? 

Mr. McNet. Only by reducing the number of aicraft we purchased 
or something of that kind, except in one Navy account where there 
is no transferability. 

Senator Ettenper. Mr. Chairman, I have other questions but I will 
defer to the Senator from Mississippi at this time. 


FAMILY HOUSING 


Senator Srennis. I do feel like I need the Secretary’s opinion on a 
matter that is not in this bill. The reason it is not in this bill is the 
reason why I want to ask this question. But the troublesome prob- 
lem he has is on family housing, and which is the best system on which 
to build. 

You have the Capehart program in effect now, except for ap- 
propriated money being requested for isolated places or other places 
that for special reasons may need appropriated funds. 

You take under the present program, in the Air Force alone there 
are 61,000 units in the present program for this year which, on a 
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unit cost basis, will cost $1,006,500,000, That is not in the budget. It 
is not reflected in the budget we are arguing so much about. 

If that is amortized over a 25-year period at 414 percent interest, 4 
percent for the money and one-half percent for the carrying charges, 
that will total $1,647,000,000. 

Now, that is for the Air Force alone for 1 year. It is an illustra- 
tion of the enormous cost of this program and which is outside the 


budget. 

What I want is your opinion on this question. Do you not think 
that it would be less expensive for the Government, and also they 
would get a better house for the men to go on and appropriate this 
money and build the housing, the family dwelling houses I am talking 
about ? 


What is your opinion on that, Mr. Secretary, just as a businessman ? 
GOVERNMENT SUPPLIED HOUSING 


Secretary Wison. I think the answer to that is “Yes,”; that it is 
cheapest to do it with Government funds, unless you do it in such a 
way that it is more or less off your military post or something like 
that in a separate housing business. 

But if we have to be responsible for the rent for 20 years or some- 
thing like that, or reparelines it like we have to do with Wherry- 


houses, I would say it really would be cheaper to put the money 
up in the first place, because basically, our Government has the best 
credit in the United States; it can borrow money cheaper. 

This was an effort, I suppose, to avoid taxing the people now 
with a big budget and trying to get the budget down. 


Sixty thousand houses in 1 year sounds like a lot to me. Per- 
sonally, I have been in the frame of mind of moving into the thing 
a bit slowly because people are living in houses now. 

If you suddenly built 60,000 houses, you would have some vacancies 
and you would have a lot of civilians raising hell because you built 
some houses when there were already houses available. 

Mind you, I want to make better houses for our people. 

Senator Srennis. I do, too. 

Secretary Wiison. If someone wants to give me authority to build 
an extra 5,000 or 10,000 houses, I will be glad to have it. 

Senator Stennis. I agree that the houses are needed in places, but 
it is the method of building them. Even though it is not having to 
appropriate all the money, it is incurring the obligation which is the 
same thing, and passing on to the future the matter of paying for them. 
The obligation is so much greater. 

I understand now your answer is that unless there is some special 
reason, in a particular location, that you favor a plan of straight ap- 
propriation of funds; is that correct ? 

Secretary Wison. That is correct. 

I would like to say also, though, that you will never fight a war with 
houses. I do not think this straight-out military budget ought to be 
reduced, as is currently being attempted and then turn around and put 
additional funds in houses. I would not be for that. 


POST EXCHANGE CONTRUCTION 


Senator Stennis. May I get your opinion on this one thing now? 
These post exchange questions were raised by Senator Ellender. 











72 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Is it not an elemental principle that the building of those post ex- 
changes, the cost of construction, they being used exclusively for the 
purpose of the post exchange, should be figured in the overall cost of 
the price that these goods sell for, nationwide? Leave out the for- 
eign exchanges. 

you not think it would be sounder to figure that in? It would 
just be a small percent. And amortizing it over the years in that way, 
we are having to approve construction projects or reject one down 
here in the subcommittee that is meeting right now for millions of 
dollars to build a new post exchange, when just a little added per- 
centage cost there to the sale price of the goods could be figured in and 
that amortized over the years. 

It seems to me that is as much the cost of the product as the manu- 
facturer who sells whatever the commodity may be to the post ex- 
change. 

What do you think about that ? 

Secretary Wiison. Well, it is not quite as simple as the straight 
logic might indicate. It depends on how much you want to take away 
from our people. This is one of the things they have had for a long 
time, the opportunity to buy things at a little less cost than they have 
to pay in the stores. If you want to take that away from them, you 
had better get ready to give them some additional money, about three 
times as much in some other areas, because they do not like it. 

Senator Srennis. They are just not paying what it cost to put the 
goods on the counter. 

Secretary Wison. I believe they are. And we are not paying what 
their services are worth either. 

Senator Srennis. Some might be underpaid and some overpaid. 

Secretary Witson. I do not think you will find any who are 
overpaid. 

Senator Stennis. You do not have any recommendation on that 
post exchange? You do not want to make a statement one way or the 
other? 

Secretary Wixson. I do not think there are any abuses in the thing 
that I could find. If there were, I would take them out. Nobody is 
making any money on the side. 

Senator Stennis. I was not suggesting that. 

Secretary Witson. If a Senator takes a trip once in a while and 
buys a cheap shirt, that is all right with me, too. 

Raneinee Cuavez. Mr. Secretary, the personnel in the Pentagon buy 
those shirts once in a while? 

Secretary Witson. I have never bought one, but I do not know 
about others. 

Senator Cuavez. You can afford to go to New York. 

Secretary Witson. You are thinking about the old days. 

Senator Cuavez. Anyway, I want to thank you for your fine state- 
ment, although I do not agree with all of your conclusions. 

Secretary Wixson. That is why we have a great country. 

Senator Cuavez. Well, the meeting is adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 4:45 p. m., Thursday, May 23, 1957, the subcom- 
mittee recessed, to reconvene at 10 a. m., Friday, May 24, 1957.) 
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FRIDAY, MAY 24, 1957 


Unitep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in the caucus 


room, Senate Office Building, Hon. Dennis Chavez, chairman of the 
subcommittee, presiding. 


Present: Senators Chavez, Hayden, Ellender, Robertson, Salton- 


stall, Smith, Dworshak, Symington, and Flanders. 


DEPARTMENT OF THE ARMY 


OFFICE OF THE SECRETARY 


STATEMENTS OF WILBER M. BRUCKER, SECRETARY OF THE 


ARMY; GEN. MAXWELL D. TAYLOR, CHIEF OF STAFF, UNITED 
STATES ARMY; GEORGE H. RODERICK, ASSISTANT SECRETARY 
OF THE ARMY (FINANCIAL MANAGEMENT); HUGH M. MILTON II, 
ASSISTANT SECRETARY OF THE ARMY (MANPOWER PERSONNEL 
AND RESERVE FORCES); MAJ. GEN. W. S. LAWTON, DIRECTOR 
OF ARMY BUDGET, OFFICE OF THE COMPTROLLER OF THE 
ARMY; MAJ. GEN. E. J. O'NEILL, ASSISTANT DEPUTY CHIEF OF 
STAFF FOR LOGISTICS; MAJ. GEN. A. P. O’MEARA, DEPUTY 
CHIEF OF RESEARCH AND DEVELOPMENT; BRIG. GEN. C. W. 
ABRAMS, ASSISTANT CHIEF OF STAFF FOR RESERVE COMPO- 
NENTS; BRIG. GEN. A. WATSON II, DIRECTOR OF PERSONNEL 
PLANS, DEPUTY CHIEF OF STAFF FOR PERSONNEL; AND MAJ. 
GEN. R. S. MOORE, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY OF DEFENSE (COMPTROLLER) 


STRENGTH AND FINANCING OF 1958 ARMY 


Senator CHavez. The committee will come to order. 
We have with us this morning Hon. Wilber M. Brucker, Secretary 


of the Army. 


Secretary Brucker, you may proceed any time you desire. 
Secretary Brucker. Last year when I testified before your com- 


mittee in respect to the United States Army, I spoke in terms of 
plans and hopes for the future. 


This year I am happy to report many concrete accomplishments 


and much significant progress. 
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You are interested in whether our country is receiving the maximum 
return for its tremendous investment in defense. You wish to be 
assured that the Army is geared to meet its immediate responsibilities 
as well as respond to the rapidly changing technology of warfare. 

I am able to answer these questions definitely and emphatically 
in the affirmative. 

The active Army of fiscal year 1958 will consist of a million young 
men and women in uniform. There will be 17 combat divisions, 
9 regiments and regimental combat teams, several Army missile 
commands, and about the same total number of antiaircraft battalions 
as in the preceding year. 

I will leave to General Taylor the detailed presentation on the 
strength, organization, and development of these forces and par- 
ticularly the new Pentomic structure of the Army’s divisions. 


d 
a 
0 
t 
r 
] 


SUPERBLY TRAINED ARMY AT FREE WORLD OUTPOSTS 


I have seen the Army around the world and I assure you that our ) 
‘country has never put into the field a more thoroughly equipped and | 
superbly trained Army than the one which is now stationed along the 
outposts of the free world. These forces, together with our Army 
strategic forces, at home, are unmistakably ready to fight now if the 
need should arise. This readiness is an impressive deterrent against 
aggression and a powerful force ready to fight if deterrence should fail. 


SEVENTH ARMY KEYSTONE OF NATO GROUND DEFENSES 


The United States Seventh Army—the most splendidly trained 
operational Army the United States has ever had in time of peace—is 
deployed across Western Germany. With its ever-increasing atomic 
power, the Seventh Army is the keystone of NATO’s ground defenses. 

Its major forces consist of 5 crack divisions, 2 armored, 2 infantry, 
and 1 airborne, together with 3 armored cavalry regiments. These 
are backed by units armed with Corporal guided missiles, Honest John 
rockets, and 280-millimeter guns, all capable of delivering atomic 
warheads. 

Also, an Army regiment in Berlin is solid evidence of America’s 
military might to the citizens of that heroic island of freedom, and an 
ever-present reminder and warning to the surrounding Communists 
that America means business. 


COMMUNICATIONS SUPPORT 


These forces in Germany are supported by a line of communications 
from the Bay of Biscay across France, that constitutes a logistical 
pipeline. It is as modern and fully equipped as we can make it. 

In northern and eastern Italy, the Army’s Southern European Task 
Force provides atomic support for NATO divisions defending that vital 
area. Equipped with Honest John rockets and Corporal guided mis- 
siles, this task force is the forerunner of a number of United States 
Army missile commands specifically designed to reinforce allied ground 
forces as well as our own Army with the most modern weapons. 
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EIGHTH ARMY POSITION IN KOREA 


In Korea, the Eighth Army, a corps of two United States combat. 
divisions, is deployed along the demilitarized zone, helping to guard 
against a renewed attack by the Communist forces in position on the 
other side of the narrow armistice corridor. Here the Army also con- 
tinues to aid, with equipment and training, the 20 active and 10 
reserve divisions constituting the valiant army of the Republic of 
Korea. 

SUPPORTING OTHER MUTUAL~DEFENSE AGREEMENTS 


Army troops are supporting other mutual-defense agreements in the 
Pacific area which involve Japan, the Nationalist Chinese on Taiwan, 
the Philippines, Australia, New Zealand, Thailand, Vietnam, and 
Pakistan. 

The combat readiness of Army forces stationed in Japan, in Korea, 
and in Hawaii, and their ability to move rapidly within the Far 
Eastern areas if trouble should arise, give material substance to our 
national intent to preserve the peace. : 

Here in the Western Hemisphere, 8 Army combat divisions together 
with 1 division in Hawaii make up our strategic Army forces which 
provide the means to reinforce our overseas garrisons if the need 
should arise. From far up in Alaska, where the Army is manning 
our northernmost outposts, all the way to the Panama Canal in the 
Caribbean, Army troops are protecting the hemisphere approaches. 
Army air defense units, a majority of them armed with the powerful 
and effective Nike Ajax guided missile, night and day share respon- 
sibility for the defense of major cities and industrial areas in the 
United States against air suatk. 


ASSOCIATION WITH 45 OTHER NATIONS 


The United States is associated with 45 other nations in the most 
powerful system of collective security ever created. The Army 
stands guard shoulder to shoulder with the troops of our allied friends 
along the Iron and the Bamboo Curtains as a potent reminder that 
we are ready to honor our international agreements promptly. In 
support of our mutual defense alliances and other arrangements, 
about 40 percent of the million young men and women in our Army 
are stationed overseas in 73 countries and 14 territories. Army mil- 
itary assistance advisory groups and missions in 43 countries ip 
Europe, Asia, and South America are busy with the continued 
strengthening of our allies. Thousands of highly qualified Army 
troops are directly engaged in helping to train approximately 200 
allied foreign division equivalents, a sizable part of the free world’s 
military strength. 

SOVIET-SINO BLOC STRENGTH 


On the other side the Soviet-Sino bloc has a gigantic military 
machine consisting of over 6% million men in its ground forces. The 
Soviet Army ground forces alone number over 2% million men organ- 
ized into 100 rifle divisions, 55 mechanized di¥isions, 20 tank divi- 
sions, and supporting units. Most of these divisions are located in 
the border regions of the U. S. S. R. except for 22 divisions in East 
Germany, 2 divisions in Poland, and 2 in Rumania. The normal 
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— of 2 divisions in Hungary was reinforced by about 5 more 


ivisions from the U. S. S. R. and Rumania for the suppression of the 
revolution. 





SOVIET REDUCTION IN FORCES 






The Soviets last year made much of an announced intention to 
reduce their armed forces—ground, sea, and air—by a total of 1,200,000 
men. So far we have no evidence to show that such reductions have 
been made. 

The Soviet ground forces have been in large measure reequipped 
since World War II. This reequipment program has provided them 
with a complete new family of small arms, new artillery pieces, new 
trucks, medium tanks, and amphibious vehicles, as well as helicopters. 
As an example of the extent of the reequipment program, we estimate 
that about 28,000 of the new T—54 medium tanks have been produced. 
oc. forces in East Germany have received approximately 4,000 of 
these. 


CHINESE COMMUNIST GROUND FORCES 





The Chinese Communists also maintain large army ground forces, 
2% million men organized into approximately 150 divisions, plus sup- 
porting units. This army has been undergoing an important reor- 
ganization and modernization program since 1952 to include stand- 
ardization of weapons, increased service and support units and a 
vastly expanded military school system. The North Korean and 
aot armies add to Communist military capabilities in the Far 
ast. 

In Eastern Europe, the satellites maintain fairly large armies, but 
in view of the recent developments there, we believe that the majority 
of these forces would not be sufficiently reliable for offensive operations 
against the West. 

PURGE IN HUNGARY 


The savage purge of liberty in Hungary, the unmistakable attempts 
of the Soviet Union to establish a foothold in the vital Middle East, 
the increasingly brazen efforts of the Kremlin to foment discord, 
exploit unrest, and sap the power and resolution of the free world have 
sounded a clarion warning. They have used the threat of force to 
exert the pressure of political domination on world affairs. There is 
no reasonable doubt as to what would be in store for us if we should 
fail to man our own defenses with strength, determination, and con- 
stant vigilance. We must be ready to counter aggression not only in 
general war, but also in any other form. There is, therefore, a need to 
proportion our force to the threat in whatever form it may take. 


ARMY BUDGET REQUEST 





It must be our consistent aim to prevent the outbreak of a general 
war which can have no other effect than global devastation. This is 
the philosophy and the background upon which is based the Army’s 
budget request for fiscal year 1958 of $9.721 billions. This is a sizable 
financial outlay that must of course be justified in detail before your 
approval can be expected. I can only point out at this time that the 
Army’s budget represents months of detailed study and the considered 
opinion of the most mature military leadership that this country has 
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to offer. It is drawn in the light of the many-sided threat confronting 
us. 
19588 PROGRAM OBJECTIVES 


The Army programs for fiscal year 1958 represent the activities 
and functions essential to the security of our Nation. These 
eo are mutually supporting. The curtailment of one neces- 
sarily affects the others, and each bears on our overall effectiveness. 
I trust that the Congress will see fit to support the Army by approving 
the budget request which has been submitted for fiscal year 1958. 
Any reduction in this budget would considerably handicap us in our 
efforts as a member of the defense team to provide adequately for 
the security of the United States. 


ARMY EXPENDITURES 


May I pause here to say this, Mr. Chairman, and gentlemen of the 
committee: I heard yesterday something about new obligational 
authority and also expenditures. The question with respect to ex- 
penditures indicated that there has been an overrun on some. 

The Army does not desire to take any “holier than thou’”’ position, 
but it does desire in all fairness to point out, and I think it is the duty 
of the Army to point out, that the Army is right on the beam of 
expenditures. We have not exceeded the expenditures of 1957, that 
is not now, or obligational authority. And we have at the present 
time the prospect of staying exactly on the objective as far as expendi- 
tures are concerned this year. 

So any increase may not be charged against the Army. We have 
stuck with the program and we appear before you this morning with 
the fact that we are staying within our budget and not only obliga- 
tional authority, but our expenditure authority. 

Senator Rospertson. Mr. Chairman, in that connection, may I 
ask one question? 

Senator CHavez. Certainly. 


DEFENSE DEPARTMENT UNOBLIGATED CARRYOVER 


Senator Roserrson. Mr. Secretary, you will recall I brought to the 
attention of the Secretary of Defense the fact that the unobligated 
carryover that would be available for fiscal year 1958 amounted to 
between eight and nine billion dollars. 

I now understand that you say that you had no part in that spend- 
ing of $2 billion in the fiscal year over and above what we were told 
would be the expenditures? 

Secretary Brucker. That is precisely correct. 

Senator Ropertson. No. 2, out of this eight or nine billion dollars, 
a very large amount for all the agencies could be programed, maybe 
spent in 1958, you are not counting on anything except what is in 
your budget? 

Secretary Brucker. That is right. 

Senator Rospertson. Therefore, from your standpoint your budget 
of $9.721 billion is an evidence of your actual needs based upon the 
detailed table that General Taylor and others will give to us in execu- 
tive session showing what each dollar is going for and why it needs to 
be spent? 

Secretary Brucker. Senator Robertson, that is correct. 
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CREDIT FOR UNEXPENDED FUNDS 


May I add this in addition: The House committee has recommended 
that the $516 million of carryover that we had left, that was explained 
yesterday, be wiped out this year as a credit. We are perfectly ready 
to accord that $516 million wipeout. We will have no carryover of 
any kind left in the Army procurement and production account, except 
for commitment authority. 

However, when it comes next year I certainly trust that this state- 
ment this morning and the fact that we are acquiescent to wiping 
out the balance of our carryover authority of $516 million, will be 
understood and will be held in our favor when we come back and ask 
for the actual dollars in the next year’s appropriations. 

Senator Ropertson. The Senator from Virginia hopes to be here 
next year. He will not forget what the Secretary of the Army has 
said, just like he did not forget what the Secretary of Defense told 
him last summer about the “phony” item. 

Secretary Brucxpr. May I also add in that connection when we 

et down to another item I would like to call attention to a carryover 
item of $10 million, but if you will just hold that in mind with respect 
to the USAR, ii is the only carryover that will be left in those funds. 
Senator R »ertson. Thank you. 


SOURCE OF CARRYOVER FUNDS 


Senator ELLEenpeER. I simply desire to ask Secretary Brucker how 
this $516 million cancellation comes about? In other words, where 
did that amount come from? 

Secretary Brucker. That was the balance of the carryover which 
we had left to our credit, Senator Ellender, from the Korean war. 
It had been whittled down from time to time and it finally got down 
to $516 million. 

Senator ELLeENpDER. We had been appropriating each year? 

Secretary Brucker. In the procurement and production account, 
the carryover continued to be available. 

Now, it is to be wiped out and the statement to the Senator, Senator 
Robertson, indicates that we acquiesced. We hope you will remember 
it was upon that basis we were able to balance the amount of appropria- 
tion this year. We will have to come back again next year and call 
your attention to it. 

Senator CHavez. Now, Mr. Secretary, I want you to proceed. Ido 
hope that members of the subcommittee will wait until you get 
through with your statement before questioning you. 


PROGRESS OF ARMY DURING PAST YEAR 


Secretary Brucker. We have made progress in many fields during 
the past year in organization, business management, research and 
development of new weapons and materials, in our general state of 
readiness, in our morale and well-being, in our Reserve program, and 
in many other fields. We are in a state of rapid transition to new 
weapons, new concepts, and new and greater capabilities. At the 
same time we have kept a steady grip on present-day realities. 

I am proud to state that the Army is now in the process of a major 
reorganization of its principal combat units, the purpose of which is to 
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improve our ability to fight effectively under conditions of atomic 
warfare without loss of capability to conduct so-called conventional 
warfare. This is the culmination of many years of planning, testing 
and experimenting. This decision marks the first major change in 
organization for ground combat since World War II. 

We are also organizing United States Army missile commands 
which are particularly suitable to provide atomic support for the 
forces of our friends and allies abroad. This year for the first time 
we are activating additional Army Missile Commands along the lines 
of the Southern European Task Force, SETAF, which backs up 
NATO forces in Italy with its nuclear weapons. Next year additional 
Army Missile Commands will be formed. 


ARMY AIR DEFENSE COMMAND 


We are proud of the increasingly important role of the Army in the 
air defense of continental United States. The responsibility for 
defending the United States against a possible sneak attack rests, of 
course, with the Continental Air Defense Command, of which the 
United States Army’s Air Defense Command is a major component. 
Army Nike missle units of the Army’s Air Defense Command are 
joined with the forces of the Air Force and the Navy in the unified 
and integrated air defense system. By the end of fiscal year 1958, 
approximately 70 percent of the active Army antiaircraft battalions 
assigned to Continental Air Defense will be Nike missile battalions. 


DEVELOPMENT OF NIKE HERCULES 


Last year we spoke extensively about the imminent development 
of an improvement of the original Nike antiaircraft missile which 
at that time we identified as Nike B. I am sure that you will be 
pleased to hear that this missile system, which we now call Nike 
Hercules, has undergone tests and the results indicate that the per- 
formance has exceeded the design objectives. Equipment will be 
coming off production lines shortly and Nike Hercules will be added 
to the National Arsenal. 


MISSILE MASTER SYSTEM 


You can easily understand that a group of Nike batteries stationed 
around one of our cities requires intricate coordination so that com- 
mand supervision may be exercised and no target will go unengaged. 
This formidable problem has been solved by the development in the 
Army of an elaborate electronic system called the Missile Master, 
which will produce information necessary for Army units to obtain 
the most efficient supervised distribution of fire against the available 
targets. The Missile Master can operate independently or in con- 
junction with the Air Force SAGE system, when that system becomes 
operational. The first Missile Master is now being installed at a key 
installation in the continental United States. The employment of 
Missile Masters will greatly increase the effectiveness of the Nike 
missile defense. 
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RESEARCH AND DEVELOPMENT 


We are requesting a research and development appropriation of 
$400 million of which $28 million dollars is for Department of Defense 
agencies, AFSWP and NSA. Thus the budget for the Army research 
and development program is $372 million for fiscal year 1958. During 
the period we will concentrate on developments in the field of missiles, 
target-acquisition devices, faster and better communication systems, 
and mobility through aerial and ground vehicles. We intend to kee 

the Army fully effective in carrying out its ground and antiaircraft 
combat mission. All of our weapons and weapons systems must be 
closely integrated with the needs of the field commander. 


STOCKPILING OF ATOMIC WEAPONS 


We are stocking our arsenal with an adequate variety of atomic 
weapons precisely tailored to meet our needs and which can be used 
with discrimination against close-in, as well as distant targets with 
accuracy, ng! or night, despite rain, snow, fog, or other weather 
conditions. Thirteen years of pioneering experience in the missile 
field is paying rich dividends. 


CONVENTIONAL WEAPON DEVELOPMENT 


At the same time, we are not overlooking the importance of con- 
tinued development of conventional weapons which are needed to 
accomplish a great many tasks for which atomic weapons would be 
totally unsuitable. We are continuously developing lightweight 
materiel and equipment with an aim toward ever-increasing mobility. 
We are looking forward to the day when we can augment the capability 
of the tank, the truck, and other heavy and relatively slow vehicles 
with lighter airborne equipment and more effective aerial vehicles. 


TYPE OF RESEARCH AND DEVELOPMENT PROGRAM 


One great source of satisfaction is the fact that the research and 
development program has decisively moved out of the promise into 
the progress stage. During the past year the research and develop- 
ment program include: 

The greatly improved Nike Hercules. 

The highly accurate Lacrosse. 

The new surface-to-air missile Hawk. 

The ballistic missile Redstone. 

The field artillery rocket Little John. 

The M56 self-propelled 90-millimeter gun. 

The antitank missile Dart. 

A new general purpose machine gun, caliber .30 M60. 

A new lightweight %-ton jeep, XM-151. 

The mechanical mule. 

The new T—44 rifle. 

An improved version of the M-48 medium tank with greatly in- 
creased combat range. 

New aircraft, such as the H—40 utility helicopter, the H—37 trans- 
port helicopter, and others. 
A new communications system. 
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ATOMIC POWERPLANT 


One recent development project of which we are proud is the 
Army’s first atomic powerplant. It was developed and constructed 
at Fort Belvoir and has just been completed. It was dedicated on 
April 29 jointly with the Atomic Energy Commission. Subsequent 
models of this atomic reactor powerplant are under consideration for 
remote military installations. 

We have under development smaller, lighter nuclear powerplants 
which can be broken down and transported by air. These plants are 
designed to supply electrical power for remote and isolated stations. 


JUPITER MISSILE 


In order to assure the development of an intermediate-range bal- 
listic missile at the earliest possible date, the Secretary of Defense has 
authorized the Army to continue for the time being the development 
of the Jupiter missile, although the employment responsibility for that 
weapon has been assigned to the Air Force. 

The Army Ballistic Missile Agency at Redstone Arsenal has recently 
achieved some gratifying progress in connection with the Jupiter 
IRBM. Weare well ahead of schedule, and tests to date indicate that 
this missile will meet the criteria established for it. 


PROCUREMENT AND PRODUCTION 


You will note that an ever-increasing proportion of our procurement 
funds is going for the purchase of guided missiles. In fiscal year 1956, 
approximately 23 percent of these funds were expended for missiles. 

his year, this percentage has risen to 45 percent. In our budget 
for next year, almost half of all procurement funds will be spent for 
missiles. 

This increasing proportion of our procurement that goes for missiles 
results from a double cause. To begin with, the research and develop- 
ment on several new and superior missile types essentially is complete. 
Having developed these new types, we must now weaponize them. 
The cost of development, however, is but a small fraction of the cost 
of weaponization. Whereas a relatively small number of missiles is 
required for development, a very substantial number is required for 
tactical use if the Army is to realize the full potential of the weapon. 

In addition, our rapidly improving air defense system accounts for 
the expenditure of a large proportion of our procurement funds. Not 
only is the Army expanding its part of the air defense of continental 
United States as rapidly as available funds permit, but it is also con- 
currently replacing the old Nike Ajax equipment with the vastly 
superior Nike Hercules equipment. To do less in the face of the Soviet 
threat is unthinkable. 

These two factors, the modernization of the equipment of our field 
armies and the improvement of the air defense of our vital centers, 
account for the increased proportion of our procurement funds devoted 
to missiles. This transition to guided missiles and atomic weapons 
requires the creation and maintenance of new types of production 
facilities in our production base. Wherever possible, existing Govern- 
ment facilities are being utilized. 
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MEDIUM TANK DEVELOPMENT 


The medium tank is one of our important conventional weapons 
that will be of great value in either an atomic or a nonatomic conflict. 
Its great mobility and armor protection make it a key weapon in our 
arsenal. Because of our inadequate stock position of this tank, we 
are going to place an order for 900 tanks this year. This action will 


keep one production line running and insure continued development 
as they are produced. 





MILITARY PERSONNEL 
I have already mentioned that the Army will have a strength of 1 
million men during fiscal year 1958. To cover the pay of these people, 
provide for their food and clothing and the cost of their travel, we are 
requesting $3.5 billion, about the same as the amount appropriated for 
fiscal year 1957. W hile our average strength during fiscal year 1958 
will be slightly lower than fiscal year 1957, various cost elements have 
increased, and new incentive measures eranted by the Congress have 
added new fund requirements. 


CAREER INCENTIVES 


As you know, the Army is forever seeking means of making a mili- 
tary career more attractive to both its officers and enlisted personnel. 
We will continue to do everything possible to encourage qualified men 
and women to stay with us and to recognize the value of their service 
to this country. 

I am sure that you are interested in knowing whether or not the 
various career incentives which the 84th Congress enacted into law 
have produced the desired effect. Certain of these measures have 
not been in effect for a sufficient period of time to permit a complete 
evaluation. 

We believe, however, that the legislation providing additional medi- 
cal care for dependents will have a pronounced and beneficial effect 
over a long period. We believe also that the servicemen’s and vet- 
erans’ survivors benefits will be viewed by the great majority of mili- 
tary personnel as an additional attraction of military service. 

The provisions of readjustment pay for members of reserve com- 
ponents who may be involuntarily released from active duty cannot 
help but improve morale. We have high hopes for the ultimate effect 
of the Regular Army augmentation program which will reduce the 
high rate of turnover in the officer corps while increasing career 
security. 

Other aspects of the career incentive program have been in effect 
long enough so that we are able to properly and fully evaluate their 
effect. We know, for example, that legislation continuing authority 
for retirement in the highest temporary grade has had an extremely 
beneficial effect, encouraging a number of highly capable officers who 
otherwise would have left the service to stay on active duty and con- 
tinue to offer their valuable services. 

We also know that there has been a marked improvement in the 
situation with respect to medical and dental officers since the enact- 
ment of the Doctors’ Incentive Pay legislation. During the last 
6 months of 1956, applications for appointment in the regular Army 

















DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 83 


from among doctors and dentists increased by 65 percent over the 
same period in 1955. 

While other factors may have contributed to this increase, we 
believe that the improvement is mostly due to increased pay. 

One of the most serious incentive problems is the present deficit in 
family housing. Here the Capehart Act has been extremely helpful 
and we are sparing no effort to utilize its excellent provisions. 


CAPEHART HOUSING PROGRAM 


Of the 51,000 total units planned for fiscal year 1957 and 1958, 
45,000 are under the Capehart program. 9,360 are already under 
construction; 5,346 are ready for award as soon as successful bidders 
arrange their financing, and approximately 400 are out for bids. 
This shows a sizable step in that direction. Although the current 
tight money market has slowed down our Capehart program consider- 
ably, we are planning to continue with the program to the extent that 
financing can be obtained. 

Some of the most appealing features of the service are intangibles 
which cannot be counted in dollars or measured in privileges. In this 
connection we have initiated procedures to continue the lineage of our 
famous regiments, regardless of the forms which our future tactical 
organization may take. We shall institutionalize these regiments and, 
as our Army changes between peace and wartime, vary the number of 
their component units. By perpetuating the organizations associated 
with such names as Valley Forge, Gettysburg, San Juan Hill, Chateau 
Thierry, Normandy, the Pusan Bridgehead, we can make every man 
feel the link with the past, as well as his identify with progress. 


RESERVE FORCES 


A vital and integral part of our Army team is its Ready Reserve 
which stands ever ready in the event of emergency to put aside 
civilian pursuits and participate with the active forces. Our splendid 
National Guard, traditionally the backbone of our reserve strength is 
large and well equipped. At the same time, we are building a 
dynamic Army Reserve under the provision of the Reserve Forces 
Act of 1955. Since the passage of the act a little over a year ago, 
63,825 young men—as of May 17, 1957—have entered the United 
States Army Reserve to take advantage of the 6 months active 
training program. 

The response to this program has been so overwhelming that it 
appears that the RFA in-training load this summer may be 75,000 
or more, far in excess of previous projections. This load will overtax 
the capabilities of the training establishment, which in turn will 
require that we place an increased training burden upon our strategic 
Army forces at a sacrifice of overall combat readiness. 

The quality and intensity of the publicity campaign was attested 
to by the award to the Army of the Silver Anvil trophy by the Ameri- 
can Public Relations Association for the best public rclations program 
conducted by any governmental agency during the year. The Army 
worked closely with 370 national organizations in obtaining support 
for the Reserve programs, including the American Legion, the Veterans 
of Foreign Wars, the United States Chamber of Commerce, Boy Scouts 
of America, and numerous academic, industrial and trade groups. 
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ASSISTANT CHIEF OF STAFF FOR RESERVE COMPONENTS 


Au Assistant Chief of Staff for Reserve Components has been estab- 
lished as a part of the Army staff here in Washington. A deputy 
commanding general for Reserve components has been established at 
Headquarters CONARC at Fort Monroe. Each of the six deputy 
continental army commanders have been designated to coordinate 
and supervise Reserve affairs. 

By May 17, 1957, 153,885 men had enlisted under the various pro- 
visions of the act since its inauguration by the Congress in August 
1955. 

The $207 million requested in our fiscal year 1958 budget provides 
for a steady and important increase in the size of the Army Reserve. 
The number of Reserves in drill pay status will increase from 256,000 
at the end of fiscal year 1957, to about 300,000 at the end of fiscal year 
1958. The $320 million requested for the National Guard will pro- 
vide for an average level of about 400,000 men. 





























ADMINISTRATIVE AND TRAINING FACILITIES 





To provide administrative and training facilities for the Reserve 
components, we are requesting $55 million, the same as for fiscal year 
1957, under the military construction, Army Reserve forces appropri- 
ation. This will provide for the construction or modification of 116 
National Guard armories and 52 nonarmory facilities, also for the 
construction of 126 Reserve armories and some additional summer 
training facilities at Army installations. 

They are not only called Reserve armories, 
Reserve training centers. 
are called. 

Senator Cuavez. In getting the land for the Army, do you a!so 
try to get additional land for outside training? 

Secretary Brucker. In most cases there is land available for both 
the facilities and the drill space. If we need it at the place we get it 
at the same time so that it is complete. 

We are emphasizing quality in the Reserves by a vigorous screening 
process. Although we may have some minor legis‘ative proposa's to 
make, we are genera!ly satisfied with the Reserve Forces Act of 1955. 
Our objective is to have a well organized, highly trained and effective 
mobilization Ready Reserve of moderate size rather than merely large 
numbers of partially trained, partially equipped units and individuas. 
The Army is going forward with the program that requires all enlistees 
to have 6 months’ active-duty training. Since all personne! entering 
the United States Army Reserves already are required to have this 
training as a minimum, it is essential that our first-line Reserve force, 
the National Guard, adhere to the same standard. We are confident 
that unit and organizational effectiveness of the Nationa! Guard wil 
be greatiy enhanced by such active-duty training. 


but in some places 
They are exactly the same, whatever they 


OPERATIONS AND MAINTENANCE 






Carrying on the day-to-day operations of the Army involves a 
complex of activities, operations of tactical forces; training of per- 
sonnel; supply, repair, and rebuild of equipment; maintenance, repair 
and upkeep of facilities and installations; operation of hospitals and 
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clinics; communications, and a host of other essential activities. For 
these activities we are requesting $3.4 billion. This is $261 million, 
or 8 percent, greater than the estimated obligations for fiscal year 1957 
as shown in the President’s budget document. To provide a closer 
comparison between fiscal year 1957 and fiscal year 1958, however, 
$34 million equivalent to deutschemark support in the period May 
6 to June 30, 1957, should be added to the estimated obligations for 
fiscal year 1957. 

With this modification, the increase in fiscal year 1958 is only $227 
million, or 7 percent over fiscal year 1957. 


CONTRIBUTIONS TO CIVIL SERVICE RETIREMENT ACT 


Numerous factors account for this increase. The Civil Service Act 
Amendment.of 1956 requires this appropriation for the first time to 
contribute to the civil-service retirement fund. Other major increases 
include transfer of responsibility from the Air Force to the Army for 
the depot maintenance of Army aircraft and Army aviation training; 
the full year cost of dependent medical care; larger number of Nike 
units on site; and support of our new family housing. Also, I am 
certain you are well aware of the increasing complexity of our equip- 
ment which is much more expensive to operate and maintain. 

In addition, the increase points up the inescapable fact that the cost 
of operating and maintaining a modern army of a given size is increas- 
ing steadily. We are bending every effort toward controlling these 
costs, effecting reductions where possible, and exercising the most 
prudent management that we know how. 


MANAGEMENT 


The Army firmly believes that good management cannot be over- 
emphasized. Any waste or inefficiency in the employment money, 
materiel, or manpower, is directly reflected in reduced combat power, 
and combat power is the root and branch of the Army’s ability to 
carry out its historic responsibilities for national security. Jn this 
field we are continuing to make notable progress in managing our 
worldwide complex of commands and facilities. 

The Army program system for organizing and outlining objectives 
and workloads is currently being refined to establish a closer relation- 
ship with the budgeting process. It will be effective in its new form 
with the fiscal year 1959 program-budget cycle which is just now 
getting started. 

The Army command management system integrates previously 
separate basic Army business management processes of programing, 
budgeting, accounting, performance analysis, and manpower control, 
so that they are fused into a single management system. ‘This in- 
tegration assists greatly in producing a cost-of-performance budget, 
which is not only a financial forecast, but is also an operating plan of 
performance and costs, against which progress can be measured and 
workload controlled. This system is being completely installed 
throughout the Army. 
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ELECTRONIC AND AUTOMATIC PROCESSING SYSTEM 


The use of high-speed electronic and other automatic data-process- 
ing systems and transmitting devices has been substantially increased 
during the year, particularly in our supply activities. One example 
of the use of such transmitting devices is in the large-scale test of a 
new supply system called Project Mass. Under this project the 
United States Seventh Army in Europe is being supplied with a com- 
plete range of repair parts directly from depots in the United States 
by rapid air and sea transportation. This will materially reduce the 
size of the supply pipeline as well as the quantities stocked in the 
forward areas. 


SINGLE MANAGER SYSTEM 





We are impressed with the advantages of the so-called single man- 
ager system which has been instituted under directives of the Depart- 
ment of Defense. Under this system, the Secretary of one military 
department becomes the single manager for a common service or for 
so supply of a certain commodity to all of the military services. 
He receives gross requirements from each of the services, computes 
net Department of Defense requirements, and initiates procurement. 
He finances all wholesale stocks from a revolving fund, and each 
service purchases its needs from him. 

The Army has been made the single manager for subsistence, 
clothing, and textiles, and traffic management. Since this system 
provides one manager for the computation of net requirements, pro- 
curement, distribution, inventory accounting, et cetera, and makes 
interservice supply of these commodities virtually automatic, and 
since it provides for more effective utilization of transportation 
resources, it will undoubtedly result in increased effectiveness and 
economies. 

We are making extensive use of revolving and capital working 
funds. Twenty-two Army manufacturing or service activities are 
currently being financed through the Army industrial fund. Addi- 
tional installations are under study for inclusion during the balance 
of this year and fiscal year 1958. I am happy to report that we were 
able to release $110 million at the beginning of this fiscal year from 
the capital reserve of this fund for return to the general fund of the 
Treasury as excess to our actual capital requirements. 


INVENTORY ACCOUNTING FOR MATERIEL 


Our system of financial inventory accounting for materiel tells us 
that as of September 30, 1956, we had $19.8 billion worth of Army- 
owned materiel. It tells us where it is and the general purposes for 
which it is being held in the supply system. This knowledge provides 
management a ‘tool for improved management decisions. 

The Army stock fund or revolving fund for financi ing the procure- 
ment stockage and distribution of common use types of materiel now 
covers approximately $7 billion worth of materiel. This financing 
system provides a means of consolidating receipts from the sale of 
materiel to many customer activities in one account which in turn 
can be used only for the procurement of inventories of supplies for 
distribution and sale to these customers. Thus, closer control and 
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better correlation of procurement and consumption of materiel is 
achieved. 
CONSUMER FUNDING 


The use of stock fund to procure, stock, and distribute inventories 
of materiel has facilitated the installation of consumer funding. 
Under the principle of consumer funding, the using activity is alloted 
funds to buy consumption requirements of materiel from the stock 
fund. Funding the using activity in this way for materiel consump- 
tion requirements not only permits, but requires a financial decision 
on the part of the user concurrent with a decision to use the supplies. 
This results in better management of financial resources on the part 
of installation commanders. 

Since the inception of the stock fund in 1951 the Army will have 
returned to the Treasury or otherwise made available through fiscal 
year 1957, excess cash totaling $1.4 billion over and above the initial 
capitalization of $425 million. The fiscal year 1958 budget reflects 
a continued planned reduction of inventories and provides for a 
transfer of an additional $300 million to the Treasury of other accounts 
as approved by Congress. We count this as a noteworthy achieve- 
ment. 

Although we are happy with the progress which has been made in 
the past year, there is no tendency in the Army to relax our efforts. 
In the next year we will continue to work toward our goal of making 
Army units faster moving, harder hitting, and more self-sufficient. 
We will complete the reorganization of our divisions into smaller, 
more mobile pentomic divisions, five elements geared to atomic war- 
fare, but also capable of fighting nonatomic battles. At the present 
time we are conducting intensive field tests of this new concept and 
expect to learn a great deal that will lead to further progress. 

Under the President’s budget, the Army visualizes continued prog- 
ress in fiscal year 1958—progress that will make the United States 
Army an even greater power for peace and deterrent to aggression. 


HOUSE COMMITTEE ACTION 


On May 21 the House Appropriations Committee proposed certain 
reductions in the Army budget, the effect of which would make it dif- 
ficult to achieve the objectives which I have outlined. Specifically, 
these proposals are as follows: 

1. In the military pay appropriation, a reduction of $36 million is 
proposed. Such a reduction is completely inconsistent and at variance 
with the fiscal year 1957 appropriation and actual requirements for 
military pay and allowances, and our actual performance in expendi- 
tures during fiscal 1957. In fiscal year 1957 there was an appro- 
priation of $3.571 billion—including the 4 million deutschemark equiv- 
alent received from Germany. At the time of the President’s budget 
presentation, the Bureau of the Budget estimated we would need 
$3.533 billion in spite of the Army’s insistence that the full amount, 
plus a supplemental was necessary. At about the time our presenta- 
tions were made to the House committee, we were informed by the 
Bureau of the Budget that the full appropriated amount of $3.571 bil- 
lion was finally accepted as our requirement. In other words, the 
Bureau of the Budget finally conceded that we were right. 
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FISCAL SITUATION 


In the past few weeks our judgment as to the supplemental need 
for $27 million was vindicated by the Bureau of the Budget, and has 
been included in the third supplemental bill for fiscal year 1957, as 
passed by the Senate. This means that our total requirement for 
fiscal year 1957 is $3.598 billion, whereas for fiscal year 1958 the 
House committee proposes to cut $36 million from the $3.549 billion 


requested for fiscal year 1958, which was already lower than fiscal’ 


year 1957 by $49 million. 
In addition, prices in both clothing and subsistence have gone up 
since the original computations last fall by an amount of approxi- 
mately $8 million and railroad and MSTS rates have gone up to the 
extent that they will generate an estimated additional requirement of 
about $12 million. These increased costs, on top of a cut of $36 mil- 
lion, leaves the Army in a difficult and unenviable position. We 
believe the full amount for military personnel, Army, in the President’s 
budget is a definite and necessary requirement. 
Senator CHavez. By that you mean you feel that the Senate should 
restore those cuts? 
; Secretary Brucker. We do. May I add to what you say, or shall 
wait? 
Senator CHavez. Proceed. 


REDUCTION IN OPERATIONS AND MAINTENANCE APPROPRIATION 


Secretary Brucker. 2. In the “Operations and maintenance”’ ap- 
propriation, the $150 million reduction proposed by the House com- 
mittee is most serious in its implications and constitutes a disaster to 
the Army’s standards. The ‘Operations and maintenance” appro- 
priation of $3.4 billion as shown in the President’s budget is that 
which is required to provide for the day-to-day living of the Army. 
I assure you I have no way of absorbing a reduction of the magnitude 
proposed by the House committee except by a drastic curtailment of 
essentials. Even though the full appropriation were authorized, the 
Army would not be able to reduce its present backlog of deferred 
maintenance, which would increase by our estimate from a projected 
$84 million at the end of fiscal year 1957, to $100 million at the end of 
fiscal year 1958. Any reduction in available funds will further reduce 
the standard of living of our soldiers and cause more rapid deterioration 
of our physical plant. Besides the morale effect on our troops, this 
would appear to be false economy. 

Our rebuild activities—when I speak of rebuild, I mean the repairs 
in our shops to keep our trucks and our tanks moving—will be reduced 
to the extent that the support of our increasing Reserve forces, which 
comes from the operations and maintenance appropriation, will be 
be cut back from a barely adequate to an inadequate level; our com- 
munications and communications security programs which we have 
already cut back from our initial budget submission of last December 
to a barely adequate amount will also be reduced to an unacceptable 
degree; our field maintenance backlogs will grow to the extent that 
usable equipment will be unavailable ecalies of lack of repair. 
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EFFECT OF REDUCTION 


A further effect of the proposed reduction will be the necessity for 
discharging approximately 20,000 civilian employees with all the loss 
of skills, techniques, and capabilities which are inherent in an efficient 
civilian work force. 

Consideration also will have to be given to the closing of several 
major posts, camps, and stations. Many factors introduce themselves 
here, including the training load requirements and the important fact 
that even though we close installations in fiscal year 1958, we will be 
able to realize little if any savings in that year. Our experience has 
been that in closing an installation in any year, the expected savings 
are at least offset and sometimes more so by the closing costs, the 
putting of the buildings and equipment into standby status, the 
transfer costs of personnel and equipment to another station, the large 
costs of ete of civilian personnel when it becomes necessary to 
pay for unused leave, savings are not really realized until succeeding 
years. 

RESERVE COMPONENTS 


Also, I would like to say a word about support from the ‘‘Opera~ 
tions and maintenance” appropriation for our Reserve components: 
We have gone all out in using the ‘Operations and maintenance” 
appropriation to support the eset program, which, as you all 
know, has been highly successful and greatly expanded, especially in 
numbers of 6-month trainees. 

Although pay, clothing, and subsistence for these trainees come 
from the ‘‘ National Guard” and ‘Reserve personnel, Army”’ appro- 
priations, the cost of the actual training and special schooling, the 
elements of support such as barracks maintenance, utilities, equip- 
ment maintenance, and supplies and the morale and welfare support 
come from the “Operations and Maintenance” appropriation where 
this reduction of $150 million is proposed. I am especially concerned 
about being able to give these thousands of fine young men the best 
training possible and being able to provide them decent living facili- 
ties and support. 

This proposed reduction of $150 million strikes right at the heart 
of our day-to-day operations and would have a very adverse effect 
on all the things that help to keep up the morale and effectiveness of 
our forces. 

I want to pause here, Mr. Chairman. I want to supplement this. 
I would, if a question were asked me, but I will forgo it. 


REDUCTION IN RESERVE PERSONNEL APPROPRIATION 


3. It is proposed by the House committee that our Reserve person- 
nel appropriation be cut by $10 million. While this seems relatively 
small, it comes at a time when we are trying desperately to increase 
the size and effectiveness of our Reserve forces. We are already 
finding it difficult to operate within the fiscal year 1957 budget limita- 
tion. Accordingly, any reduction will positively mean a reduction in 
the whole Reserve program. It will necessarily result in turning 
away 17- to 18-year-old volunteers for 6 months’ training, which 
would be tragic, but my budget director tells me that means that will 
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be done July 1, 1957, that we won’t have the funds for the USAR, if 
this is taken out. A reduction in the program at this critical time will 
provide such a severe setback it will jeopardize seriously the future 
Reserve program. In other words, with respect to these 6 months 
boys that are now coming in for training, we have already issued an 
order cutting out enlistments from now until June 30. I am informed 


that the money will not be there for support and operation of our camps 
for this training. 


REDUCTION 





IN RESEARCH AND DEVELOPMENT PROGRAM 


4. With respect to research and development, the House com- 
mittee proposes a reduction of $8 million. This also may seem small, 
but it will require major reductions in our research in the areas of 
biological and chemical warfare and medicine, in research in materials, 
terminal ballistics, and rocket propellents, these latter being funda- 
mental to progress toward adequate defense of the Nation against 
the intercontinental ballistic missile. It will reduce developments in 
the field of firepower and in support of Army mobility, both air and 
ground. These reductions in research will restrict and reduce our 
advances in areas where progress must be made and pushed rapidly 
if we are to keep abreast of scientific advances with which our potential 
enemies are acquainted, and by the exploitation of which our scientists 
can further promote the efficiency of our Army and the security of 
our Nation. 

I think I told you in the main body of my talk that we already are 
cut in that area and that we are already absorbing some functions 
which we do for the overall Department of Defense; that is, joint and 
unified functions. 

This is in addition to that. 





REDUCTION 





IN FUNDS FOR ALASKA COMMUNICATIONS SYSTEM 
5. The proposal to reduce the funds requested for the operation of 
the Alaska communication system by 12 percent is likewise small, but 
significant. It was necessary to ask for a $700,000 increase for fiscal 
year 1958 in this appropriation, $137,000 of which was for the manda- 
tory requirement to provide for the Government’s contribution to the 
civil service retirement system. Prior to this budget, such a contribu- 
tion had been carried in the appropriation of the Civil Service Com- 
mission, and now it is placed upon the Army which has no funds for 
this added burden. The other major increase of $511,000 in this 
appropriation is caused by the cost of operation of the greatly enlarged 
facility resulting from the completion of the Seattle-Ketchikan- 
Skagway coaxial submarine cable project which was authorized by the 
Congress and has been under construction since 1954, which we dedi- 
cated last November. The comment in the House committee report 
that there may be a justification for increases in rates is wholly beside 
the point because operational receipts from customers are deposited 
in the United States Treasury and are not available to the Army for 
operational purposes. If such reductions were to become finalized, 
the Army would not be in a position to offer the services by which it 
might obtain greater revenues for the Treasury. 
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TOTAL REQUEST LESS THAN FISCAL YEAR 1957 BUDGET 


In summary, the Army’s direct obligational request of $9.721 billion 
for fiscal year 1958, as shown in the President’s budget, is actually 
about $100 million less than fiscal year 1957. Now I am talking about 
the operational budget. 


MANDATORY ITEMS OF SUPPORT 


Within that already reduced amount we will have to finance a num- 
ber of expensive and mandatory items which were either financed for 
a half year only, or not at all, in fiscal year 1957. Included are the 
following additional burdens: (a) Civil-service retirement, Public Law 
854, $85 million; (b) dependent medical care, Public Law 569, $19 
million; (¢c) survivor’s benefits payments, Public Law 861, $48 million; 
(d) greatly i increased Reserve component program, (including vastly 
increased numbers of 6-month trainees, all in accordance with the 
Reserve Forces Act of 1955), $81 million; (¢) transfer of Army aviation 
functions to the Army from the Air Force, effective July 1, 1957, $49 
million; and (f) railroad and MSTS rate increase, $24 million; total, 
$306 million. 

Also due to the problems of inflation and its effect, we will be able to 
buy millions of dollars less in goods and services with the money 
requested than we planned when we developed the budget, or in com- 
parison with previous years. To this extent this is a further reduction 
of Army funds. 

I would like to emphasize that the Army is not in the position most 
Government agencies have found themselves this year; that is, we are 
one of the few seeking less funds than in fiscal year 1957. We seek 
less to begin with. 


RETURNS TO TREASURY FROM EXCESS STOCK SALES 


In addition, it should be borne in mind that we continue to return 
to the United States Treasury large amounts from sales of excess 
stock fund items. In fiscal year 1958, we will return $350 million to 
the United States Treasury. In fiscal year 1957, we returned $357 
million, plus $202 million transferred to the Army construction 
account. 

I would like to add a word about civilian personnel. Again the 
record will show that the civilian strength in support of the military 
functions of the Army has shown a reduction each year for the past 5 
years, and again for fiscal year 1958. 

Within our reduction of the civilian personnel program, we have cut 
back in numerous places to provide the essential civilian support to 
the increasing Reserve program, the growing antiaircraft program, 
and others. I hope you will note the Army again is one of the few 
Government departments that has shown continued reduction in 
civilian personnel. I can document that by line and item, if you like. 

I am very much disturbed with the budget reductions ‘proposed ji in 
the House bill, especially in view of the retrenchments we have already 
made in order to get along in fiscal year 1958 with less financing than 
we had in fiscal year 1957. We are proud of the Army record, and we 
want to move forward. I feel the reductions indicated will have 
severe impact on many of our activities. Witnesses who will present 
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the details of the Army’s program will give you the implications of the 
House committee’s proposal. 

I trust that the Army may have this committee’s support in favor 
of our full budget requests for fiscal year 1958. 

I yield now, of course, to General Taylor, who will follow. 

Senator Rospertson (presiding). Thank you very much, Mr, 
Secretary. 

Before General Taylor testifies, the members of the subcommittee 
may like to ask questions of you. 

The Chair recognizes at this time the senior member of the Republi- 
can side, Senator Saltonstall. 

Senator SatronsTauu. Mr. Secretary, before asking any questions, 
does General Taylor’s statement supplement your statement or may 
I ask questions of you before we hear from General Taylor? 

Secretary Brucker. You may ask questions directly because 
General Taylor supplements it. 

Senator SALTONSTALL. I have 6 or 7 questions of a general character 
that I would like to ask you. 


TOTAL HOUSE REDUCTION 


The net House reduction was $825,575,000. That is a gross re- 
duction less the $400 million transferred from revolving funds. 

Now, you submitted to the House where you would take a billion 
dollars from your budget if you were required to do so. I have down 
here the comparison of what the House did and what you would 
propose. 

Is that proposal of yours any longer secret, or can I ask you about 
it, because the House has effected these transfers? 

Secretary Brucker. I know nothing secret about it, Senator. Cer- 
tainly it is within your province to do whatever you want. 

Senator SALToONSTALL. This is an open hearing. 

Secretary Brucker. Yes, and I think the facts are the facts re- 
gardless. 

Senator SaALronsTaLL. Now in the military personnel the House 
made a net reduction of $36 million by offsetting $400 million transfer 
from your revolving fund. In your statement you just made you 
said that you were going to turn back to the Treasury $300 million, 
so that the House cut your revolving fund by $100 million more 
than you were willing to cut it yourself as I understand it. What 
is the effect of that on your revolving fund? Will that leave you a 
sufficiently large revolving fund by cutting you $100 million more 
than you proposed to cut? 

Secretary Brucker. That is right. 
Senator SatronstaLu. You do not object? 
Secretary Brucker. We do not object to that, sir. 


EFFECT OF CUT IN MILITARY PERSONNEL 


Senator SattonsTaLu. That leaves a net reduction of $36 million in 
your military personnel. You have said in your statement that to 
maintain your present force you are going to have to have more money 
than was even in the present budget request. The $27 million that 
you mentioned in 1957 was approved by the conference committee 
yesterday. Now what will be the effect of that $36 million cut? 
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Secretary Brucker. The effect of that will simply be this. We 
will divide that into 2 parts; $23 million of the $36 million will 
prevent the travel of 73,000 troops overseas. In other words, 73,000 
fewer troops can be sent to overseas stations during 1958 than we had 
planned on sending, which would of course then require as an alter- 
native either the loss of the 73,000 or the extension of terms of those 
who have been over there for a longer period of time than they had 
been told they were to stay there. In other words, 73,000 would 
have to serve another vear unless the 73,000 could go. Because the 
matter is down to the pinpoint of the amount per man, and it has all 
been stated, to send overseas, $315 per man, with $23 million 73,000 
fewer men can go. In other words, the travel of those men would be 
completely stopped. 

Now that is calculated upon the basis of the figures that we used for 
the sending of our men by railroad and MSTS. 

Rakator Barienesaieh The other $13 million will come from where? 

Secretary Brucker. I would like to ask Mr. Milton to take the 
$13 million. 

Mr. Mitton. The other $13 million, sir, is divided between reen- 
listment allowance which is $6.5 of the $13 million; flying pay $1.5 
million; and dependents allowance of $5.1 million. I would like to 
stress the importance of each of those three. 


REDUCTION IN OFFICERS FLYING-PAY STATUS 


You will recall that in 1955 the Congress in its wisdom passed the 
Career Incentive Act which was to give bonuses to enlisted men upon 
reenlistment. This $6.5 million takes away the bonuses, and it will 
deny such bonuses to 9,200 enlisted men. Solamina bind. On the 
one hand we must follow the law and therefore we have to get the 
money from some source. The net result will be a reduction in 
strength. The $1.5 million is in flying status pay. It will take 848 
in man-years of 2d and Ist lieutenants out of flying-pay status. 
As you know, our flying program is in its infancy right now and we are 
just operating Gary Air Force Base and Fort Rucker on a minimum 
at the present time. It is going to have a tremendous impact on the 
operation of these particular bases. 

Our dependency allowance was reduced by $5.1 million. As Secre- 
tary Brucker has mentioned, all of our costs have gone up, and our 
increase in dependency allowance for 1958 was $8.4 million. But as 
he pointed out, in spite of these upward trends, we have reduced our 
overall budget. And the increased cost of clothing is $8 million. We 
have a reduction of $5.1 million in the face of a $16.4 million increase, 
sir. 

Senator SaALToNnsTALL. Boiled down, Mr. Secretary, this $36 million, 
if you are going to maintain, in fairness to your men, the turnover in 
foreign posts and keep up your reenlistment bonuses that are required 
by law, it would mean a reduction in your force, would it not? 

Secretary Brucker. It would. 

Senator SALTONSTALL. How much? 
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LOSS OF MEN IN UNIFORM 


Secretary Brucker. I cannot say in number of divisions. 
men it would be 73,000 equivalent of that. 

Senator SALTONSTALL. 73,000 men? 

Secretary Brucker. That is right. 

Senator SattonsTaLuL. That would be in uniform? 

Secretary Brucker. That is right. 

Senator SALTONSTALL. On your civilian force, what would it be? 
Do you have that figure? I do not want to take too long because 
there are a lot of other members here. 

Secretary Brucker. That is not in that appropriation. That isa 
net, 73,000, and they are uniformed men. 

Senator SALTONSTALL. Boiled down, what the House cut of $36 
million would do, you are not objecting to the transfer of $400 million 
from your revolving fund, it would reduce your armed force in the 
Army by 73,000 uniform men? 

Secretary Brucker. That is correct. 

Senator SALTONSTALL. Now your next figure is operation and main- 
tenance. 

Secretary Brucker. May I correct myself? I am informed, to be 
precise on it, it does not reduce 73,000 automatically. It reduces 
73,000 that we can send overseas. While we can extend the terms 
of those who are over there, unfairly to them and against the will of 
the Congress and what we told Congress and the men, we are losing 
73,000 that we are able to send over to our foreign divisions. 

Senator SauronstaLu. That is not quite clear to me. My question 
is: Will it result in the reduction of your armed force personnel? 
What is the answer to that question? 

Secretary Brucker. The answer is that it would be in excess of 
10,000 men, that is a reduction of 10,000 in average strength of the 
Army. 

Senator SaALToNsTaLL. It would reduce the Army by 10,000 men, or 
if it does not do that, it would reduce 73,000 people being sent around 
to their proper posts? 

Secretary Brucker. That is correct. 







































REDUCTION IN OPERATION AND MAINTENANCE PROGRAM 





Senator SatronstaLL. Now your operation and maintenance, the 
House suggests a cut of $150 million net. That is after taking out 
$104,800,000 in deutschemarks. Now we have the problem of the 
deutschemarks to consider later. If we cannot make an agreement 
with Germany that will cover that, then we have to supplement $104 
million, 

Secretary Brucker. Your committee has been most fair on that. 
We have no objection to it, and we think that is the proper way to 
handle it. We think the deutschemarks ought to be forthcoming 
and you ought to wait and see. 

Senator SALTONSTALL. That is $150 million net. In your billion 
dollar proposed cut, in your statement as to what you would do, you 
took $350 million from operation and maintenance and you explain 
the effect, lower level of logistic support, elimination of one airborne 
division exercise, reduction in specialists training, worldwide com- 
munications program and also certain classified activities. 
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Now what would the $150 million reduction amount to? I might 
add that in this operation and maintenance the House actually de- 
creased or showed where you were going to get the money by decreas- 
ing $63 million but increasing $76 million, so that they cut $104 mil- 
lion by the deutschemarks and you are urged to make savings and 
cutbacks and deferrals that will not affect defense posture. 

They did not pinpoint other items except to suggest that you dis- 
pose of some Government production facilities. Now the net reduc- 
tion is $150 million. Your proposed reduction was $350 million, if 
you had to cut a billion dollars, and you gave as an explanation what 
I have stated to you. 

Now what do you say would be the effect of the cut of $150 million? 

Secretary Brucker. Let me give you one item that would be 
rather important. Operation and maintenance of the Army is the 
fund by which, from day to day, we operate. In order to feed and 
clothe and house and train the National Guard and the Reserves, 
USAR, the active Army has to support by its budget of operation and 
maintenance that entire operation, all of it. While the “Military 
personnel, Army,” appropriation pays the military individuals that 
support it, and while the National Guard pays from its appropriation, 
and the USAR, the pay for those people who participate in the pro- 
gram, the active Army maintenance and operation budget is the thing 
that supports the whole operation. Now events have overtaken 
them. When this budget was prepared back in November or Decem- 
ber, and when the President submitted it in January, nobody knew 
about this change which occurred since the National Guard agreement 
in February and March. At that time it was agreed by the House 
Armed Services Committee that the National Guard would be re- 


tained at 400,000 end strength, which is fair, which we undertook, and 
we believe it is a good thing to do, and that the USAR would be re- 
tained at 300,000, which we think is likewise fair and we should do. 


ENLISTMENT INFLUX 


Now comes the problem. Immediately following that settlement 
we began to have a great enlistment influx. We have had more Na- 
tional Guard 6-months enlistments in 24% months than we had in all 
the period of time prior to that time on the 6-month trainees. 

We likewise have had a great increase in the number of enlistments 
in the USAR. So, as we sit here this morning, it is going to cost us, 
if we are going to go beyond August 1957 with 6 months trainees 
coming into the National Guard, it is going to cost the ““Maintenance 
and operation” appropriation, this one you are talking about, $44 
million additional money for the training, that is the maintenance 
and operation of the National Guard that come to our camps which 
we have to support with equipment, supplies, trainers, and all the rest. 
And that event has overtaken us since the budget was first put in. 

Another thing, the USAR, which likewise has had a great number 
of 6-month trainees come in during the last few months, is going to 
be supported, has to be supported, by that same budget. That main- 
tenance and operation budget will have to have at least $4.250 million 
added to the amount that is in there, in order to take care of these 
trainees which I am sure everybody wants and not turn those 17 to 
18-year-old boys away. So we are caught in this bind. Here the 
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committee says cut $150 million in operation and maintenance. 
Events have overtaken us. We need $44 million for the National 
Guard, $4,250,000 for the USAR, which is a total of about $48 million, 
as I compute it, alone with respect to that one item in addition to the 
other things which I have called attention to in the brief that I pre- 
sented this morning to you. 

Senator SALTONSTALL. So that the answer is that the logistic 


support, the maintenance of your equipment and all of those things, 
will suffer? 


Secretary Brucker. It will. 
Senator SALTONSTALL. You will have to take it out of that? 
Secretary Brucker. It will have to come out of that. 


OVERALL EFFECT OF CUTS 


Senator SauronstTaLu. The long and short of it, Mr. Brucker, is 
that this operation and maintenance account, and your personnel, 
which is your salaries, is the ability that the Army has to operate what 
it now has, what it now is doing? 

Secretary Brucker. That is right. 

Senator SALToNsTALL. And if you cut these two items too far, then 
there is no use in getting any more procurement, there is no use build- 
ing any more Nikes or Hercules or anything else because you do not 
have the people to operate them; is that correct? 

Secretary Brucker. That is substantially correct. That is what 
we are talking about. Unless we have this basic support—this is 
really the basic support—then these other things you might as well 
not give us. We cannot properly maintain them. Now General 
Taylor has not yet made a statement, but he is so concerned about 
this matter that he would like to say something if it is all right, Mr. 
Chairman, on maintenance and operation. 
Senator Cuavuez. It certainly is, General. 


MILITARY ASPECT OF MAINTENANCE 





AND OPERATION CUTS 


General Taytor. I would like to stress the military aspect of this 
so far as maintenance of equipment is concerned. If our maintenance 
and operation fund is cut back, we cannot maintain the equipment. 
It is most critical in terms of maintenance of our combat equipment 
and also for our training inasmuch as a reduction would require a 
cutback in our maneuvers and field training. 

Senator SatronstautL. Thank you, General Taylor. 

Mr. Brucker, from the point of view of the Army, if this committee 
believes that there should be a substantial cut in the Army funds, it 
would be wiser to have it come from procurenent and other items of 
that character if we can find them, rather than from operation and 
maintenance, is that right? 

Secretary Brucker. I hope you will not put me over that particu- 
lar barrel because I have people back of me that are just as much in- 
terested in that as we are in this, but I just want to say this word and 
shoot this volley for the Reserves. Gentlemen, you never had a more 
sincere effort than General Taylor and I have given you on that 
Reserve. I am able to say that publicly. We have the country 
aroused. It is in every paper locally. The guard now is moving in 
step with us and everything else. If we have to go back and say we 
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not have the money to support this thing, we have to cut it down 
= cut it out, as my uniformed friend tells me, after July 1 for the 
USAR and August for the National Guard, we are going to be badly 
put to it, and how to explain it, I do not know. 

Senator SaLronsTauu. I am trying to bring out very frankly the 
problem. I am not saying we are going to do anything or how per- 
gonally I feel. I think the only way to do it is to bring the problem 
out. 

HOUSE ALLOWANCES 


Actually the House allowed you an increase of $76.8 million in 
the form of contribution to the retirement fund, payment for utilities, 
new logistics support for more family items, and several other items. 
They allowed those increases. They offset them by $63.7 million 
decrease and told you to find the rest. Now in Procurement and 
Production the President recommended that $516 million be post- 
poned. In your billion-dollar estimate, if you had to cut a billion 
dollars, you said that $194 million would come from procurement. 
You said that this would reduce the Nike-Hercules system by 1960, 
also reduce procurement of Redstone, Honest John, and conven- 
tional equipment. Now is my understanding correct that you will 
accept that $516 million for this year but you state that in doing 
so it is going to increase the next year’s budget? 

Secretary Brucker. Yes, it is. 

Senator SALTONSTALL. Bv how much? 

Secretary Brucker. $516 million. We are getiing the credit, we 
are willing to take it, but we want to let you know we will have to 
come back next year and get it back. 

Senator SaLTonsTaLL. Otherwise the Nike-Hercules and other 
missiles you are now working on and putting in the production line 
will be postponed? 

Secretary Brucker. That is correct. 


RESEARCH AND DEVELOPMENT FUNDS 


Senator SatronstaLt. Now on research and development, the 
House cut you $8 million. In your billion dollar proposed cut you 
suggested $10 million, and you stated as your reason that this would 
eliminate many research and development projects and curtail others, 
including rocket propellants, chemical and biological warfare, et cetera. 
Would you be willing to elaborate briefly what the $8 million cut 
would do? 

Secretary Brucker. The $8 million cut, principally the items that 
you read, are all there, but the concern we have is the fact that it 
unbalances our research and development. We are trying to make 
progress, and I do not think that I should hold back saying it, in the 
solid propellant field. I need not go further in that. e are also 
making progress in the antimissile missile. Now beyond that I should 
not go except to say that we have made such progress in both of those 
fields that I do not believe if you knew the facts that you would want 


to dwarf those programs or keep them from going forward and that 
is what it means. 
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RESERVE PERSONNEL 


Senator SatronsTaLi. Now in Reserve personnel, the House com- 
mittee cut you $10 million, and in your billion dollar proposal you 
suggested $17 million. You gave as your explanation as to the effect, 
the $17 million would eliminate all 9,000 mobilization designees from 
drill status, 13,000 USAR school students and 4,400 Reserve officers 
from active duty training. 

You have, I think, elaborated on the increased cost of your Reserve 
personnel if your program goes through. Have you any additional 
comments you wish to make? 

Secretary Brucker. Just this. Of any program that you ought 
not to cut it is that Reserve. The $10 million is not a great thing, 
but it is the difference, as I have tried to explain here, between that 
Reserve program going and whether we have to stop it. Now I am 
really mystified as to why they cut $10 million or anything out of it 
because it is not consistent with the knowledge we all have of what 
is going on in that Reserve field. 





NATIONAL GUARD 


Senator SALTONSTALL. Now with the Army National Guard the 
House made no cut, but the Army in its billion dollar suggestion was 
cut $25 million. You state this would reduce 31,000 personnel from 
the proposed 400,000. You have elaborated on that. Have you any 
further comment? 

Senator CHavez. Why would you cut the National Guard? 

Secretary Brucker. I would not cut it. I am against cutting it. 
The only reason that was put in is that if we were going to be slashed 
$1 billion and we took about as little as we could from that source, 
we would have to cut down below 400,000, and I am against that 
because I believe that the National Guard at 400,000 is a sound 
reserve. But when they demanded that we say what we would do 
if we were cut $1 billion, we had to cut it around somewhere in 
order to do it. I am as much against that as I can be, because we 
have given our word on 400,000, and the country knows about it, and 
we ought to stay at it. 

As a matter of fact, there is no virtue in not cutting the National 
Guard appropriations when the House Appropriations Committee 
says we did not cut it. The virtue is not there. The vice is that they 
did not add to it. They should have added the amount I speak of if 
we are going to keep on with the training. 
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Senator SALTONSTALL. Now the next item, the National Board fo 
the the Promotion of Rifle Practice. The House cut $75,000, and you 
in your billion dollar proposal cut nothing. Could you tell us the 
effect of that $75,000 cut? 

Secretary Brucker. Secretary Milton will tell you. 

Mr. Mitton. The $75,000 reduction, Senator Saltonstall, is an 
item for the travel of civilian teams to Camp Perry. Last year this 
committee recommended the inclusion of $128,000 for the travel of 
civilian teams. We have always felt that was essential and necessary 
for the proper training of these youths. As you know, much of the 
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program is the youngster from 12 to 18 years of age firing the 22 
caliber weapon. We feel it is essential to provide him with the best 
type of professional advice. We bring these civilian teams to Perry 
and train them during the Perry matches in August. 

This committee last year insisted that we put $128,000 in the 
budget. This is the first time that we have had any money in the 
budget since prior to World War II for civilian teams. We feel very 
strongly that it is necessary to the continuance of the program. 

Senator Cuavez. I recall vividly that last year this committee was 
very insistent in getting that item included. 

Mr. Mitton. Yes, sir. 

Senator Cuavez. That was the reason for having it included because 
I think it is a pretty good idea to get these boys to go down there and 
learn how to shoot before you get them into the Army, in the Reserve, 
or in the National Guard. It is great training. 

Senator Savronstauy. Actually the $75,000 is considerably less 
than the money that was in the 1957 appropriation, it is not? 

Mr. Mitton. Yes, sir. We saved $110,000 in the National Rifle 
budget last year, actually saved that, we returned to the budget 
reserve. 

ALASKA COMMUNICATIONS SYSTEM 


Senator SALTONSTALL. Now the next question, Mr. Brucker, is on 
the Alaska communications system. The House committee cut 
$700,000, and you in your suggestion cut nothing. You have ex- 
plained that to a certain extent. Do you wish to add anything to it? 

Secretary Brucker. No; there is not any necessity to add to that. 

Senator CHAvez. Except the importance of the communications in 
Alaska. 

Secretary Brucker. That is right, from the military standpoint 
and also returning money to the Treasury. If the rates are increased, 
that comes back to the Treasury. 


MILITARY CONSTRUCTION, ARMY RESERVE FORCE 


Senator SatronstaLL. Now the military construction, Army Re- 
serve force that was not considered by the House committee. Your 
suggested cut in the billion-dollar proposal was $3,800,000. You say 
it would reduce the National Guard Army construction from 116 to 
97 armories and the USAR training centers from 126 to 112 in 1958. 
I do not think we need any explanation there, because that will come 
up at a later time. I just wanted to make the full statement. Then 
the military construction in the Army was not considered by the 
House, and your suggested cut in the proposal we are discussing was 
$40 million, which would reduce flight and maintenance facilities to 
support Army planes and other objectives. That is a later thing, too. 


QUESTION OF DUPLICATION 


Now just two more questions, Secretary Brucker. We hear much 
criticism about duplication and waste due to competition between the 
forces and duplication of efforts between the Navy and the Army and 
the Air Force and so on. Mr. Wilson recently issued a new directive 
on missions. Have you any comment on that with relation to the 
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expenditures of the Army and the necessity of new budget requests, 
speaking to that point and keeping that point? 

Secretary Brucker. I know nothing in this budget, and I speak for 
the Army on it, that is a duplication or that I would consider subject 
to elimination on that ground. I know this, that there is nothing in 
this budget for 1958 for Jupiter. That may be what is being talked 
about. I want to tell you frankly on that one we have taken that up 
with Secretary Wilson. We wanted to get it in the 1958 budget, but 
the decision was made that it should be operational by the Air Force 
if it was gotten. 

Now I am conscious of the fact that there are two different IRBM’s, 
Thor in the Air Force and Jupiter for the Army, that are proceeding for 
the 1,500-mile missile. As to whether or not there is close cooperation, 
every time we have a firing we give all the data to the Air Force and 
they likewise give all the data with reference to their progress to us 
immediately. We do not wait for firings in between. We work 
together very closely on the matter and have joint sessions on it. 

hen, in addition to that, there is an overall Assistant Secretary 
of Guided Missiles, special assistant. He handles what is called an 
interservice board on that subject in the Pentagon. From time to 
time he takes both services over the coals as to what they are doing. 
Now to the extent that both are going along for the same mission, it is 
a duplication. But on behalf of the Army I speak and say that our 
group in getting the benefit of that long-time nucleus down at Hunts- 
ville that has been in this business, that produced the Redstone 
ballistic missile that is exactly the prototype for 200 miles in accuracy 
that the IRBM will be, we hope, for 1,500 miles, that that outfit and 
agency is the one to produce it. We have urged it. 

Mr. Wilson said, ‘“That is all right, even though I gave this to the 
Air Force to shoot, we will let you finish this until such time as there is 
either a breakthrough or until there is a definite decision.”” I do not 
consider that a duplication. I think in the interest of the country that 
it is money well spent. 





ARMY AVIATION 


Senator SALToNnsTALL. Is it a duplication in your opinion to have 
Army people trained to fly, as Mr. Milton just said? Should that 
not be done by the Air Force? I ask you that as a question to get 
your comment. 

Secretary Brucker. I do not consider that a duplication because 
the Air Force is not interested except in the fast planes. We deal 
only with the small planes. With your permission, I would like to 
have General Taylor, who has been right in Korea and knows about 
the need for helicopters and small puddle jumpers, to tell you what the 
need is we have for the field commander to have at his disposal the 
small planes and small helicopters to do the job we need against the 
machinegun nests and the other things we have to meet, just the same 
as the Marine Corps does in connection with their ground force. I 
would like to have General Taylor speak on it. 

General Taytor. I think the Secretary has made as good a state- 
ment as I can on the subject. I do have several paragraphs on the 
subject of Army aviation in my prepared statement. I would stress 
the fact that the kind of aviation we are interested in is not the avia- 
tion the Air Force wants. They do not train people in many of the 
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types which we have. So, for that reason, it is quite essential that our 
people, who have a different mission, must learn to live with the 
troops in the field and be responsible to the ground commander. It 
requires a different type of plane. 


ADEQUACY OF FUNDS 


Senator SALronstaLL. Is it your opinion, Secretary Brucker, that 
the safety and security of our country require the Congress to appro- 
priate the amount asked for by the Army, that is in the budget this 
year? From your a statement I would gather you feel there 
should be more asked rather than less asked. Is that a correct 
statement? 

Secretary Bruckur. Yes, it is a correct statement. We can do the 
job with what we have asked, but we ask you not to cut it. 


INCIDENT IN FORMOSA 


Senator SatronsTaLu. May I ask just one final question on another 
subject? I understand, General Taylor, you may not wish to say 
anything about it this morning, but I think it would be of great interest 
to us and also to many people. There was very disturbing news on 
the radio this morning regarding the situation in Formosa as a result of 
a court-martial trial and the removal from the country of a sergeant, 
I think, who shot a Chinaman. Have you any comment on that? 

Secretary Brucker. I have no comment on it, Senator. All I 
know is what I have read in the paper. Iam getting reports of course. 
I will get reports on it. I know nothing except that. 

Senator Cuavez. Was he an Army boy? 

Senator Brucker. There was an Army sergeant court-martialed, 
and he was acquitted by the court-martial on the ground of self- 
defense. 

Senator ELLeNpDER. Mr. Chairman, I am glad to hear Mr. Brucker 
say he does not want to make any comments on the subject. In 
recent weeks there have been too many comments made by people 
in high authority which are in conflict with statements made by the 
President. Admiral Radford made statements at yesterday’s hearing 
that were not in agreement with what the President nor Mr. Dulles 
said about the proposed inspection between us and Russia. I am 
om you are not making any comments about Formosa. Let the 

resident make the statement if he wants to and let it all emanate 
from one source and not from every Tom, Dick, and Harry in the 
administration. 

Senator SALToNsTaALL. Thank you, Mr. Chairman. 

Senator Cuavez. Senator Ellender. 

Senator ELLtenpeErR. Mr. Brucker, I am glad that you are not asking 
for restoration of the $516 million under the item ‘‘ Procurement and 
production.”’ I was hopeful that you would agree to eliminate the 
entire $583 million. My reason for taking that position is that any- 
thing you add to the $583 million will simply add to your carryover 
of unobligated balances. Is that not true? 

Secretary Brucker. It would add to it. 
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PROCUREMENT AND PRODUCTION FISCAL SITUATION 


Senator ELLENDER. Now as I understand the proposals that you 
are submitting to this committee, for 1958 you anticipate obligating 
$1,544 million for procurement and production. Of that you have 
direct obligation of $1,394 million; reimbursable obligations, $150 
million, for a total program for 1958 of $1,544 million. Is that correct? 

Secretary Brucker. That is right. 

Senator ELLeNpER. In other words, if the Congress did not ap- 
propriate any more for this appropriation, the Army would be able 
to operate at full capacity. Under the above financed program the 
Army has the following: Available unobligated balance, $1,576,- 
865,286; reimbursements from other accounts, $190 million; reim- 
bursements from non-Federal sources, $10 million; making the total 
resources available, of $1,776,865,286. 

Secretary Brucker. I am informed that is correct. 

Senator ELLeNnpDER. So that if the Congress does not appropriate 
any moneys for this purpose, the Army will still have unobligated 
balance in this account of $232,865,286, computed as follows: Re- 
sources available of $1,776,865,286, minus the total program for 1958 
of $1,544 million leaving a balance of $232,865,286, which is money 
that you expect to have unobligated at the end of the present fiscal 
year. 

Secretary Brucker. That is correct. 

Senator ELLeENpER. So, Mr. Brucker, would you have any serious 
objection to the Senate increasing this $516 million reduction to $583 
million? Would the service suffer any if we lopped off another $67 
million? 

Secretary Brucker. May I ask your favor to permit General 
Lawton to respond to that because he has the figures? 

Senator ELLENDER. Yes. 


EFFECT ON COMMITTED FUNDS 


General Lawron. If we reduce the additional $67 million, Senator 
Ellender, it would mean that we would be short in our commitment 
money. 

Senator ELLENDER. Will you tell us how you would be short? 

General Lawron. We would not have the $230 million carryover 
that you mention in here obligated, but it would be committed. 

Senator ELLeENpER. It would be unobligated? 

General Lawton. Yes; but it would be committed for various 
items. 

Senator ELLeENpDER. That is for the first quarter of 1959? 

General Lawton. That is right. But it is for such things as, for 
example, the spares that we will have to buy for various pieces of 
equipment that are in procurement. It will pay for the transporta- 
tion of items under procurement in fiscal year 1958 to be delivered in 
fiscal year 1959, and for other commitments. 

Senator ELutenper. All that is for fiscal year 1959. 

General Lawron. That is correct, sir, but it is something that we 
are going to have to do, and we know we are going to have to do. 

Senator ELLENDER. Why can you not get along with $232,865,286, 
because that is the amount of unobligated balance that you will 
carry into fiscal year 1959? 
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General Lawton. I might say that is purely an estimate. It will 
depend on whether we do obligate for these spares in fiscal year 1959 
or can obligate for these spares at an earlier date. 

Senator ELLENDER. It may be that you would not have to obligate 
as much as $232 million? Would that not be possible also? 

General Lawton. It could be, but this is our best estimate of what 
we feel we need in that area. 


PREVIOUS UNOBLIGATED BALANCE 


Senator ELtenpgER. Do you recall what your unobligated balance 
was at the beginning of fiscal year 1957? 

General Lawton. In fiscal year 1957 we had unobligated balance 
on the first of July 1956 of $2,524 million. 

Senator ELLeENpDER. Unobligated? 

General Lawron. That is right. 

Senator ELLENDER. Last year you obligated approximately $1.2 
billion while you estimated your obligations to approximate $1.5 
billion. Could it be possible that the same thing will happen during 
the ensuing fiscal year 1958? 

General Lawron. If we operated exactly as we did during this 
fiscal year. 

Senator ELLENDER. Have you any reason to believe that you will 
not operate in the same manner? 

General Lawton. Our estimates are that we will need the full $300 
million of committed carryover money. 


ENTIRE AMOUNT REQUESTED OF HOUSE 


Senator ELLENDER. But in making your presentation to the House 
you requested the entire $516 million and now you say you will be 
able to get along without it. 

General Lawron. The President commented when he suggested 
that the $516 million might be taken out of the budget, it is at the 
risk of less efficient cperation. 

Senator ELLENDER. How can you say that, General? The point I 
am trying to emphasize is simply this. You appeared before the 
House Appropriations Committee requesting the full $583 million that 
you now say is not really necessary for this coming fiscal year. 

General Lawton. If we get the full $583 million, it would permit 
us during the month of June to initiate our discussions with indus- 
trialists, manufacturers, for some of the programs that we expect to 
begin in 1959. 

Senator ELLeENDER. General, you took the same position during the 
last fiscal year, and your carryover was much in excess of what you 
needed. As a matter of fact, you obligated during the first four 
months only $232,865,000. 

General Lawton. I believe that was because of difficulties in the 
approval of apportionment and programs by the Department of 
Defense and the Bureau. We were late in getting started. We 
should have started earlier. We do not like to make those small 
obligations because it means we have to do a great deal of business in 
the last 3 or 4 months of the fiscal year which is not a good operation. 
We would prefer to do much greater business during the months of 
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July, August, and September. This gives us some handicap in operat- 
ing in that manner when we reduce by $516 million. 


FUNDS TRANSFER FOR 1957 DEFICIENCY 


I would also like to state that the carryover, Senator Ellender, will 
be $27 million less because of the transfer within this week of $27 
million of procurement carryover money to the military personnel 
appropriation for the deficiency in 1957. 

Senator ELLENDER. You mean that will be taken out of the $67 
million that the House allowed you? 

General Lawton. That is taken out of the carryover. 

Senator ELLeNpER. So that you will have $40 million? 

General Lawton. $27 million less than the carryover mentioned. 
Also, in the military-aid program, the President’s budget shows the 
military-aid funds which are available to us are $382 million. That 
was the estimate at the time. That has only materialized to the ex- 
tent of $289 million. So that we have $93 million less in our carry- 
over fund in that particular area. With the reduction of $516 mil- 
lion as proposed by the House, our carryover funds or our funds that 
are committed at the end of June—they are not carried over for the 
purpose of doing new fiscal year 1959 business but carried over for 
the purpose of enabling us to have the money which we need to carry 
out the 1958 program—would only amount to $180 million instead of 
the $300 million which we estimate we would need. 

Senator ELLENprER. I am glad that you conceded the $516 million, 
because that was one of the amounts I desired to have stricken from 
this appropriation. 

General Lawton. Senator Ellender, due to the fact that we have 
lost $27 million in the transfer to the military-pay appropriation and 
have lost $93 million of the projected military-aid program this year, we 
feel we are $120 million short and would like to see the $516 million 
that has been taken out reduced by that $120 million in order that 
we can have a $300 million carryover of committed money, not free 
One, but committed money that we can use in carrying out the 
completing of our 1958 program. 

Secretary Brucker. Senator, I have taken the position we are 
going to absorb the $516 million. 


NEED TO JUSTIFY EXPENDITURES 


Senator ELLenper. I do not mind spending any of the money if 
it is necessary, but I want to give the Army, the Navy, and Air Force 
an opportunity to justify their requests and not have these vast 
unobligated balances under their exclusive control while Congress 
must sit back and twiddle its thumbs. 

Secretary Brucker. Senator, might I just interpolate a word here? 

Senator ELutenper. All right. 

Secretary Brucker. There is one unexpended balance that I would 
like to tell you about that will occur. It is a l-year balance. That 
is about $10 million in the National Guard appropriation in 1957. 

Senator ELLtenpEeR. That goes back to the Treasury. 

Secretary Brucker. That lapses. What I think ought to happen 
to that is that it ought to be carried over into 1958, just as I said the 
$516 million ought to be tossed in here. I say the 1-year balance, 





_-O 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 105 


because of saving and everything else and not getting into the pro- 
am, by the same token, that unobligated $10 million or whatever it 
js ought to be kept and turned over to the National Guard. 


ATOMIC SUPPORT FOR ALLIED FORCES 


Senator ELtenprER. Now, Mr. Brucker, I note on page 7 of your 
statement wherein you state: 

We are also organizing United States Army missile commands which are parti- 
cularly suitable to provide atomic support for the forces of our friends and allies 
abroad. This year, for the first time, we are activating additional Army missile 
commands along the lines of the Southern European Task Foree—SETAF—which 
backs up NATO forces in Italy with its nuclear weapons. Next year additional 
Army missile commands will be formed. 

How much are you spending for that purpose and why is it being 
spent? 

FSeewetary Brucker. The commands themselves are just this. 
They are support commands, as the word implies. 

Senator ELLENDER. How much is being spent in that area? Do 
you know? 

Secretary Brucker. I cannot pinpoint the amount. 

Senator ELLeNpeER. If you will recall, yesterday I asked Mr. Wilson 
whether or not any of these funds were being used abroad to assist our 
friends. The answer was that he did not know, as I recall. 

Secretary Brucker. These are ours, Senator. 

Senator ELutenper. I understand that, but you must supplement 
that because of the action taken by our own friends there in reducing 
their own forces. Am I not correct? 

Secretary Brucker. That is not the purpose of it, Senator. These 
are missile commands which are, in the future, going to back up our 
Army wherever it is. General Taylor will give you the details of it. 
It is not in any sense to transport that and go and turn it over to the 
others, but we keep it. 

Senator ELLenpER. I understand all of that, but yet we are aug- 
menting ours while our allies are reducing theirs. That is what gripes 
me and ought to gripe every American. 

Secretary Brucker. We base it upon our needs as Americans. 


MAINTENANCE OF TROOPS IN WESTERN EUROPE 


Senator ELLenprER. Mr. Brucker, you will admit that in the past 
3 or 4 years we have had thousands of our own troops in Western 
Europe. 

Secretary Brucker. Indeed, we have. 

Senator ELLENDER. We have not reduced them. 

Secretary Brucker. I hope not. I am against it. 

Senator ELtenper. I would like to see our allies maintain their 
armed forces while we maintain ours. However, here, in the face 
of their reducing theirs, we are supplementing ours. Now, how can 
you er that? I would like you to explain it to the American 
people. 

Secretary Brucker. I will explain it the best I can right now. In 
this regrouping process in the Army we are streamlining our divisions. 
We are reducing the number but increasing the quality and the fire- 
power and maneuverability and mobility of them from 17,000 down 
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to 11,400 for the paratroopers and from 17,000 to 13,000 for the 
infantry. That does not mean that we are losing those men. It 
means that we have decided, as the military, upon the advice of the 
very best military people in the world, that they are better all the 
way around to have them and to take those men and put them in 
what we call our support or our missile command, our support-missile 
command which supports that entire Army and that entire structure, 

Senator ELLENDER. But you are not reducing the number? 

Secretary Brucker. No. 

Senator ELLENDER. We will remain there with the full amount 
although others have cut theirs a third and will make further cuts in 
the future. 

Secretary Brucker. Of course, I do not have any control over them. 

Senator ELLENpDER. I know you do not. The point I am making is 
that we ought to insist on their keeping theirs, and if they do not 
I think I would consider withdrawing some of ours, particularly in the 
light of the statement that you made on page 5 of your statement: 

In Eastern Europe satellites maintain fairly large armies, but in view of the 


recent development there we believe that the majority of these forces would not 
be sufficiently reliable for offensive operations against the West. 


POSSIBLE DEFECTION OF SATELLITE ARMIES 


Secretary Brucker. That is correct. We think they will defect 
when the time comes. 

Senator ELLENDER. I know, sir. I said that 2 years ago, but no- 
body seems to believe it. If I were in Russia’s place, I would hate 
to have to rely upon Hungary, Rumania, Czechoslovakia, and Poland 
for assistance in fighting the West. 

Secretary Brucker. The thing that will make them defect is a 
strong army from the United States over there. 

Senator Cuavez. The point that Senator Ellender was trying to 
make, if I understood him correctly, is that while the American Army 
and the Defense Department are willing to do everything possible, 
there is no reason why our so-called allies should not do their share. 

Senator ELLeNprER. That is exactly the point, Senator Chavez. I 
have been taking that position for the past 2 or 3 years. We have spent 
billions of dollars in assisting our friends across the seas. Why did we 
do that? Their industrial production today is better than it has ever 
been. They are more capable now of helping themselves than when we 
first started assisting them. 

Yet with industrial production in Western Europe having increased 
since prewar by a 66 percentage, here we are today putting up more 
money, more missiles, more hardware, and in turn they are withdrawing 
theirs, ‘they are reduci ing their taxes. 

That does not add up, Mr. Brucker. 

Senator CHavez. The President cannot control foreign govern- 
ments. 

Senator ELtenpgErR. Of course he cannot. Why should we proceed 
to do it? 


REPLACEMENT OF WITHDRAWN TROOPS WITH AMERICANS 


We let the British withdraw their forces while we increase ours. 
That is about the attitude we take. We have been a little too soft 
in my humble judgment. 
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Secretary Brucker. The Army has never said hunky-dory at any 
time, nor given three cheers for any man being withdrawn. 

Senator ELLENDER. I understand that, but that is what makes the 
other people softer. If you threaten to remove them and they 
become aware that by removing yourself they are in danger, they 
might keep their forces there. 

Secretary Brucker. If we move ours we will move them much 
closer to the line. 


UNITED STATES ANTIAIRCRAFT OPERATIONS IN ENGLAND 


Senator ELLENDER. | want to ask you one question. J am sure you 
are familiar with it. I made the statement some time ago that the 
Army maintained X number of people in England in order to protect 
the British, and us, too; in antiaircraft operations. I made the point 
that the British had dispensed with all of their aircraft protection 
and that our Air Force made every effort to have the Army with- 
draw theirs. 

What have you done about this? 

Secretary Brucker. First, your premise is in error. We were 
guarding the American airfields for the Air Force. We were guarding 
the Air Force and their fields. 

We are withdrawing that. That announcement has either been 
made, or is being made, or I will make it right now, that we are with- 
drawing completely from that operation. 

Senator ELLENDER. Were you not urged to do that quite a few 
years ago, few months ago, or much earlier than you did? 

Secretary Brucker. | recall no urging by anybody. 


WITHDRAWAL OF ANTIAIRCRAFT PERSONNEL 


Senator ELLENDER. I saw some correspondence while in England 
that the Air Force had been after the Army for many, many months 
to withdraw these troops. The matter was put off, and it was only 
in January, I think, of this year, that efforts were being made to 
withdraw this force from the United Kingdom. 

Secretary Brucker. Senator, those are not quite the facts. The first 
recommendation to the Department of the Army for withdrawal of 
antiaircraft units from the United Kingdom was made by Commander 
in Chief, United States Army, Europe, in March 1956. The Depart- 
ment of the Army did not approve this recommendation on the basis 
that antiaircraft defenses of United States Air Force bases in the United 
Kingdom were provided pursuant to a JCS mission. In August 1956 
the Department of the Air Force requested withdrawal of certain 
antiaircraft units from United States Air Force bases. In January 
1957 the Department of Defense authorized the Department of the 
Army to withdraw these units. 

Those are the facts about it. 

Senator ELLENpDER. Those are the facts. Somebody from the Air 
Force gave me the wrong information. I am going to look into it 
and see who is telling the truth. 

Secretary Brucker. My testimony is here. 

Senator ELLENpER. All right. I want to be sure. I discussed it 
with Mr. Wilson the week after I returned. I got the information 
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from him that efforts were being made to withdraw the Americans 
who were there protecting the airfields. 

I received information from our people that the British had with- 
drawn their antiaircraft battalions and that we should withdraw ours, 
because they were not going to permit us to use their forces. That 
information was given to me by our own people in the field. 

Secretary Brucker. General Taylor is here, and if there is any 
difference in the matter I want General Taylor to speak up. 

General Taytor. I recall no request at the level of the Chief of 
Staff of the Air Force to withdraw those forces. 

Senator E,.Lenprer. At what level? 

Secretary Brucker. At the level of the Chief of Staff. 

General Taytor. Many times you will find views expressed in the 
field, Senator Ellender, which are not the view of the Secretary and 
the Chief of Staff of the Service. 

Senator EttenprER. The people I spoke to seemed to be in authority. 
I was informed that for months efforts had been made to get the Army 
to withdraw the antiaircraft forces; that they were of no use for the 
reason that the British had withdrawn theirs, and for the further 
reason that the British thought it was unnecessary to further maintain 
them because they themselves had done away with their own anti- 
aircraft contingencies. 

General Taytor. I can assure you, Senator, the Army is most 
anxious to retrieve all possible spaces from the status of antiaircraft 
defense. We have Army requirements for these men in the mobile 
combat groups. 


WITHDRAWAL OF PERSONNEL FROM ENGLAND 


Senator ELLENpER. Are you in the process of withdrawing them? 

General Taytor. Yes, sir. 

Senator ELLENpDER. When did you start? 

General TayLtor. Some months ago. I will have to check the date. 

Senator ELtenperR. About January? 

General Taytor. Iam notsure. I will have to check that date. 

Senator ELLENDER. Why did you withdraw? 

General TayLor. Because we had received authority to withdraw. 

Senator ELLENDER. What caused you to do it? 

General Taytor. We have raised the same question as to whether 
they served their purpose in the United Kingdom. 

Senator ELLENDER. When did you start doing that, to find out 
whether or not they did serve that purpose? 

General Taytor. Over a period of months, I would say, Senator. 

Senator ELLENDER. Why did you not take action before January? 

General TayLtor. We took action as soon as we could get the 
necessary clearances. 

Senator ELLENDER. From whom? 

General Taytor. From the Joint Chiefs of Staff or the Secretary 
of Defense. 

Senator ELLENpDER. I am glad at least that you have withdrawn 
them. 

Secretary Brucker. May I just add this, Mr. Chairman, inasmuch 
as certain things have been implied here. 
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PAYMENT FOR CIVILIAN SUPPORT OF AIR FORCE 


I recall very well now that when we said to the Air Force that we 
were finally going to get out, the Secretary of the Air Force said if 
we did, he was going to charge us with the civilian support that would 
have to be there supporting him. Mr. Wilson settled that 

Senator ELLENDER. Supporting what? 

Secretary Brucker. Supporting the Air Force. Mr. Wilson settled 
that by saying that the Army would not have to pay any such bill 
to the Air Force. 

Senator ELtenpeER. Did he settle it? 

Secretary Brucker. That remark pertains to the withdrawal of 
the engineering battalions at the same place. 

They are being withdrawn. They are being phased out or will be 
employed for Army peacetime construction support as well as prepara- 
tion for wartime mission in France and Germany. 

Senator ELLeNpER. You transferred them from England to France? 

Secretary Brucker. Two battalions are being transferred to Ger- 
many. I don’t remember the details of the rest. 

Senator ELLenper. If you found they were not necessary in Eng- 
land, why are they necessary in France? 

Secretary Brucker. The airfield construction in France and Ger- 
many was involved and we were supporting the Air Force on it. 

It is with the approval of General Norstad, who is an Air Force 
officer, by the way, who has charge of the SHAPE Command. 

(The following statement was submitted :) 

Due to shortage of engineer construction units on the Continent, these units 


are needed to support Army construction requirements in Germany and France 
as well as prepare for wartime missions. 





NECESSITY FOR ARMY COMPONENT IN FRANCE 


Senator ELLENDER. I repeat my question: If they are not necessary 
in England for protection there, why are they necessary in France? 
Are they being used for the same purpose? 

Secretary Brucker. They are aime used for the same purpose; 
however, it will be on Army construction projects rather than for 
Air Force projects. I assume General Norstad who is in charge, is 
the one who made the determination that they were to be used. 

Senator ELLENDER. He is head of the NATO Command. Are these 
people being used in connection with the NATO troops? 

Secretary Brucker. They are to be used, with the engineer bat- 
talion or battalions, in support of United States Forces on the Con- 
tinent, some of w hich are committed to NATO. 

The details of that I don’t have in my mind. 

General Tartor. My recollection is, and if you would like a care- 
fully prepared report——— 

Senator Extuenper. I certainly desire a complete and carefully 
prepared report which will give all the facts. 

General Taytor. My recollection is that only the headquarters 
of the antiaircraft organization was moved to Europe in order to 
control existing United States Army antiaircraft presently in Europe. 

In addition to the antiaircraft removal, however, there were also 
aviation engineer battalions, two of which are being moved to the 
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Continent in order to serve the United States Air Force and the 
United States Army in its engineering missions. 

I will give you a complete report. 

(The report referred to appears on pp 658 and 659.) 

Senator ELLENDER. In what capacity, General? For antiaircraft 
protection, or was it to do work other than man aircraft guns? 

General Taytor. As I say, the headquarters has no guns. It is 
purely a control organization and will be useful on the Continent for 
the control of existing antiaircraft units presently there. 

Senator ELLENDER. What became of the personnel you had in 
England? 


What became of the personnel, their wives, and their children? 


REASSIGNMENT OF PERSONNEL 
General Taytor. They are being moved to assignments, either in 
Europe or the continental United States. 

In other words, wherever their specialty is required they will be 
transferred by norma! distribution means for personnel. 

Senator ELuenper. Will they still be retained as antiaircraft 
operators? 

General Taytor. Undoubtedly they will. 

Senator ELLENDER. Do you think that is necessary? 

General Taytor. I do, indeed. 

Senator ELtenpver. You did not think it necessary in England? 

General Taytor. Not under the conditions there. 

Senator ELLENDER. How do the conditions differ? 

General TayLtor. Because many of these people will go into Nike 
units. They will go into units also in which the gun defense is inte- 
grated in the area air defense in an appropriate military manner. 

Senator ELLENDER. Then you are not going to use them for anti- 
aircraft? 

General Taytor. I will say that they will probably be used for anti- 
aircraft. Is your question as to the utility of antiaircraft per se? 






QUESTION OF ANTIAIRCRAFT EFFECTIVENESS 





Senator ELLENDER. I was desirous of knowing this, General. I 
think it is important. If you find it unnecessary to have American 
soldiers man antiaircraft guns in England, you must have had a reason. 
The reason assigned by the people to whom I spoke was that anti- 
aircraft is outdated. 

General Taytor. You have been talking to the wrong people, 
Senator. 

Senator ELteENDER. Maybe so, but I understand that the Air Force 
takes that position. I may be in error, but we want to look into it 
further. 

If I am wrong, I am going to apologize to someone. 

General TayLor. My only comment on the general subject, Senator, 
is that command of the Continental Air Defense of the United States 
reposes in an Air Force officer, General Partridge, a very able officer. 
He has placed far greater requirements on the Army to produce anti- 
aircraft units than the rate at which we are able. 
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EXPENDITURES FOR WESTERN EUROPE MISSILE COMMANDS 


Senator ELLenpsER. Referring to expenditures, how much will be 
spent on the missile commands previously mentioned. 

Secretary Brucker. How much it is going to be? 

Senator ELLENDER. How much of this appropriation is going to be 
spent for that purpose? 

Secretary Brucker. We will give you the amount of the missile 
command at SETAF. That is in Verona, Italy. We have that we 
can give to you. 

I can supply it for you. Besides, there is a classification on that 
that we have to place upon it so it would have to be received under 
classification. 

Senator ELtenprerR. Of course, I do not want anything that is 
confidential at this open hearing. If it is presented to the committee 
later, Mr. Chairman, it will be perfectly all right. 

(The information referred to was submitted to the committee.) 

Are the United States Army missile commands provided in Western 
Europe in addition to the forces presently there. 

Secretary Brucker. No, it is a regrouping. 

Senator ELLENpDER. Therefore the number of soldiers we now have 
in Western Europe will not be increased. 

Secretary Brucker. The manning table shows that it will remain 
the same. 

Senator ELLENDER. A new method of defense, in other words? 

Secretary Brucker. That is right. Regrouping. 

Senator ELtenprer. Did the withdrawal of the British or the 
French from Western Europe have anything to do with this regroup- 
ing? 

Secretary Brucker. Not a bit. 


PERMANENT CHANGE OF STATION 


Senator ELttenper. Mr. Brucker, on page 91 of volume 1 of the 
justifications a total of $222,908,000 is being requested for permanent 
change of station of organized units and individuals. Is it absolutely 
necessary to spend so much money for this purpose? 

Secretary Brucker. I think it is a very proper expenditure. 

Senator ELtenper. I asked you if it is necessary. 

Secretary Brucker. It is. 

Senator ELLenpeER. Is there anything that can be done or that 
should be done to reduce the number of changes of permanent stations 
so that the Government may spend less? 

Secretary Brucker. Yes. We are endeavoring at some places to 
establish a longer tenure or tour of duty than we previously had. We 
are endeavoring to do everything we can to cooperate in that way. 

Senator ELLENDER. With that in mind was your request for this 
year less or more than last year? 

Secretary Brucker. Our request was slightly less than last year. 

Senator ELLENDER. How much less? 

Secretary Brucker. I can’t give you the exact dollars, Senator, 
but about $7 million. 

Senator ELLENDER. I am asking about this, because the House was 
very critical of this same thing, and they so reflected that in their report. 
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Is it your view that you could do a little better job this year and 
thereby further reduce the sum that you are now requesting? 

Secretary Brucker. No. The increased rail cost and the increased 
sea cost, the Senator knows about, that has come about, makes it 
more rather than less. 

When we figure for the number of men that go overseas, I have 
given you the figure of 73,000 and I do not know how we can change 
either the men or the dollars that it cost. 

Those are fixed. We have no power. The power has increased 
over what it was a year ago. 

: Senator ELLENDER. What I had in mind was the number of trans- 
ers. 

Secretary Brucker. That is what I am talking about. General 
Taylor can give you the military necessity of that. 

(Discussion off the record.) 


EXTENT OF RUSSIAN THREAT IN 





WESTERN EUROPE 


Senator ELLtenprer. Mr. Brucker, in your opinion is the Russian 
threat as great today as it was 2 or 3 or 4 years ago, or is it abating? 

Secretary Brucker. I see no diminution of it. I know of no act 
that has occurred in recent years that indicates a change in the heart. 
I know there is a change in the face and mask, but not in the heart, 

Senator ELuenper. Is the present budget request predicated on 
that? 

Secretary Brucker. I would certainly say it has something to do 
with it because we are in a cold war at the present time—or uneasy 
peace, whichever you call it. 

Senator ELLenper. Were it not for the Russian menace, you 
would not be requesting such a large sum of money; is that not a fact? 

Secretary Brucker. I would add also the Sino block, the Chinese 
Communists. 

Senator ELLENpDER. Well, they are connected with Russia. 
Secretary Brucker. Yes. They have 2% million ground troops. 








ORIGINAL COST OF ITEMS SOLD AS EXCESS STOCK 


Senator E,ttenper. Now, Mr. Brucker, I have just one more 
question. 

On page 28 of your statement you indicate that: 

In addition, it should be borne in mind that we continue to return to the 
United States Treasury large amounts from sales of excess stock fund items. 
In fiscal year 1958, we will return $350 million to the United States Treasury. 
In fiscal year 1957, we returned $357 million, plus $202 million transferred to the 
Army construction account. 

Can you give us the original cost of these sales? 

Secretary Brucker. I will be very glad to do it. 

Senator ELLENDER. Why was it necessary to sell these goods? 
Were they excess or surplus or out of date, or just what caused you 
to dispose of them, or authorize their disposal? 

Secretary Brucker. For a variety of reasons, Senator, which will 
be included in the items themselves. Each item would have to be 
gone into separately, one by one, as to what the items were. 
Senator ELLENDER. Did you do excess purchasing of these goods? 
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EXCESS GOODS DUE TO CESSATION OF KOREAN WAR 






Secretary Brucker. A large amount of it, I think was excess at , 
the end of the Korean war and we have been trying to dispose of it. a 
We have been trying to do that job right along. i 

Senator ELLENDER. Will you be specific in your report to the 
committee and assign reasons for the dispositions of these surplus 
items? 

Secretary Brucker. I will be very glad to furnish you that state- 
ment. 

Senator ELtuenper. Thank you. 

Senator Cuavez. Along with the information the Senator desires, 
if you can get the figures as to the original cost and also the amount of 
recovery percentagewise, because you paid a certain amount for your 
original procurement. i 

Secretary Brucker. That is right. i 

Senator Cuavez. Then you disposed of it. 

Secretary Brucker. That is right. 

Senator CHAvez. I am sure you did not get as much as the original 
price, but you might tell us what the recovery amount was. 

Secretary Brucker. We will be very glad to furnish that. i 
(The information referred to appears on p. 1537.) u 
Can I just add this at this point in the reeord—— 
Senator Cuavez. Yes. 























SALES WITHIN SERVICE 










Secretary Brucker. I think the inference may have come about 
some way or other that these are sales to somebody else, private mer- 
chants. This is not so. This is sales within the service itself. 

Senator ELLENDER. You mean the amounts I referred to. i 

General Lawton. That is correct. We incorporated into the stock 4 
fund the consumable items that we used throughout the Army. 

They were incorporated, all these items of day-to-day use, soap, 
brooms, smaller articles of clothing and equipment that are consumed 
were incorporated into a stock fund. 

Now, as you appropriated money since that time in the operation 
and maintenance appropriation, you appropriate money that the 
troops use to go in and buy from this stock fund. At the end of the 
Korean war due to the larger Army we had at that time than we have 
today, we had a greater amount of stocks than is needed at the present 
time. 

We have been selling from the stock funds these items. We have 
not had to replace them. 

So we have been returning the money to the Treasury. 

Senator ELLENDER. So that this was not declared surplus? 

Secretary Brucker. No, sir. 

Senator ELLENpDER. Therefore, you must-have sold these goods to 
the other armed services at cost price. 

Secretary Brucker. Approximately what we pay for them. 

Senator ELLeNpER. Of course, in the statement I requested, you 
will separate the sales to our own Armed Forces and the sales made to 
individuals. 

Secretary Brucker. Right. 
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TYPE OF BUDGET IN 





QUESTION 








Senator Ronertson. We want this record to show whether we ar 
dealing with a peacetime budget or not. You have told us that the 
Soviet has 10 times as many divisions as we have and the Navv will 
say that it has more submarines than we have. 

The Air Force will say they are catching up on us with bombers and 
guided missiles. We should determine whether this is a peacetime 
—— or an cffort to keep up our guard against a possible surprise 
attack. 

There has for years been the impression abroad that in all Govern. 
ment operations there is some waste and inefficiency and the larger 
the spending the better. 

You need to show in this budget first the items that are fixed like 
pay and allowances, for instance. 

Then you take up the discretionary items. When you discuss the 
discretionary items you can say, “Well, as to these here is the policy, 
We can cut down, but when we do, this will be the effect on your 
actual security.” 

That is all I wish to say, to make a record here that we can finally 
vote on intelligently. 

Thank you, Mr. Chairman. 

Senator Cuavez. Senator Flanders. 

Senator FLanpErs. Mr. Secretary, will you refer to page 20 of your 
testimony. On the top line of that page you continue your discussion 
of interservice supply, a thing which I have been much interested in, 
this combination of the requirements, procurements and so forth. 

Is this interservice supply resulting in anything like a unification 
of specifications or do you still find shoes of different specifications for 
the different services and garments and so forth where there seems to 
be no specific reason for it? 

Secretary Brucker. Senator, you put your finger on something 
important. When you get a single manager and he gets procurement 
orders from the different services he has at one place all of this business 
so that he can see what there is to order. 

While the services can order just as they formerly did, the consolida- 
tion sheet shows the types and specifications, where they can get at 
this problem right directly. 

That is the virtue of the single managership for the logistical supply 
of food, supplies, and the rest. 

The same for transportation. 

Senator FLanpers. I am glad to see that it is working out in that 
way. I was hoping that it would. 

And there is a gradual coming together, then, of specifications of 
the different services where there is no need for different specifications? 
Secretary Brucker. Senator, we have a long way to go yet. 
would not want to lull you into security on that. We are just trying 

to make progress. 

We have already got it to the place where the mechanics are there, 
but as to getting the staff to the place where we are satisfied, no, no, 
not yet. 

I would not give you the impression that we have done away with 


all the changed and different specifications of different articles and 
items. 
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But that is the thing that now we can get at, now that we have it at 
one place. 

Senator FLANDERS. The best you can say, then, is that the move- 
ment, however slight, is in the right direction? 

Secretary Brucker. That is well said. 


ARMY INDUSTRIAL FUND ACCOUNTING 


Senator FLanpers. Next, I note in the first full paragraph on page 
20, these words: 


Twenty-two army manufacturing or service activities are currently being 
financed through the Army industrial fund. 


And then in the next sentence: 
Additional installations are under study for inclusion. 


Now, I would like to inquire how that fits. As I remember it, there 
is the stated policy of the President and there has also been put into 
law by the Congress provisions for decreasing such activities as you 
seem, on the face of it, to be interested in adding to. 

Secretary Brucker. I think it was probably inadvertently drafted 
by me if it gives that impression because what we are doing is trying 
to reach out and get all our ordnance and quartermaster depots and 
installations under the same system for accounting purposes. 

We have already taken in 22 activities into the industrial fund and 
we want the others to be taken into the fund so that we will have 
a fund control and fund management of it. 

It is not adding anything new. It is simply pulling them into the 
accounting and control. 

Senator FLanpERs. This does not mean, then, that you are hunting 
for additional manufacturing and service activities? 

Secretary Brucker. Not in the least. We have closed, as a matter 
of fact, 134 of these industrial type activities and we are not trying to 
take on any new. 

What we are trying to do is to regroup the ones that we now have 
and put them under this stock and industrial fund so that they will 
- under a control and therefore we will have a closer management of 
them. 

But 134 installations or activities were closed as of March 12, 1957. 

Senator FLANDERS. I am glad to know, then, that your drafting 
of this testimony was at that particular point inexpert. 

Secretary Brucker. That is right, it was, because it does give you 
the impression that you received from it. 


FINANCIAL INVENTORY ACCOUNTING 


Senator FLtanpmrs. I have one other question on that page. I am 
very interested in the effects of your financial inventory accounting, 
they look very favorable indeed. 

You say you had on the 20th of September 1956, $19,800 million 
of Army owned material. In the next paragraph is $7 billion worth 
of material which I assume is included in that $19.8 billion? 

Secretary Brucker. That is right. 

Senator FLanpers. But there is a difference in the definition of it. 

Secretary Brucker. That is right. One is the Army’s stock fund, 
a portion of it. 
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Senator Ftanpers. Now, one other thing and this is very important 
on the last paragraph of page 21, will you tell me where you got the 
word “pentomic?”’ 

Secretary Brucker. Well, pente, P-e-n-t-e, comes from the Greek, 
Atomic, of course, you know. When you drop the “e” and “a” off 
you get Pentomic, it is a contraction. 

Senator Firanpers. That is your five element units? 

Secretary Brusxemr. It is a five-sided unit. 

Senator FLanprrs. Geared to atomic warfare; let me congratulate 
you for going back to the Greek for a very sensible word and very 
sensible definition. 

Thank you, Mr. Chairman; that is all I had in mind. 

Senator Cuavez. I want to thank the Secretary for appearing here, 

I want to thank the Senator from Vermont for his edifying questions 
and the answers given by the Secretary. 

We stand now adjourned until 2 Aros 

(Thereupon at 12:25 p. m., the subcommittee was recessed to re- 
convene at 2 p. m., same day). 


AFTERNOON Session (2 Pp. m.) Frrpay, May 24, 1957. 


Senator Cuavez. The subcommittee will come to order. 


ABANDONMENT OF ANTIAIRCRAFT CONTINGENTS IN UNITED KINGDOM 


Senator ELLenpER. Before we proceed, may I make a correction of 
something I said this morning with respect to the situation in the 
United Kingdom? I stated that I had seen some correspondence, 


when, as a matter of fact, it was classified matter. 

With the committee’s permission, I would like to read into the 
record extracts from my field notes taken in the United Kingdom, 
volume II, pages 269 and 271. I quote from my diary: 


The United Kingdom is thriving on the (classified) Americans scattered over the 
island. We are employing thousands of their people. Contractors are getting 
their cut. I was informed that the unnecessary delays are happening so as to 
prolong the construction of these airports. This program should be reevaluated 
and find out what we are headed for. Of the thousands of American and locals 
employed (classified) number are officers and enlisted men. Of that number, 
about one-fourth are here to man antiaircraft guns and protect our airfields, 
That method of protection is now obsolete. The British no longer provide for 
antiaircraft and have abandoned all facilities. Most of our people agree that the 
proper course has been taken, but our Army cannot be convinced of that so they 
insist in remaining in England so as not to lose its prestige. I was informed that 
even if they remain the British will not permit the use of antiaircraft guns. Not- 
withstanding that the Army must stay. I have asked for full particulars. The 
Air Force recommendations seem to have fallen on deaf ears. We could abandon 
many facilities now expensive to operate if we followed the British, but no the 
Army insists in keeping thousands in England. I believe it is a crying shame for 
us to countenance such a situation. Why, there are several thousand dependents 
of Army personnel that we are keeping in the United Kingdom. Plans are being 
made to house them. Before these expenditures are made, we should resolve the 
question now and not retain in Britain, in fact anywhere, any contingent of either 
branch of our services to maintain their prestige. I was informed that we could 
even cut down on the many airfields we are maintaining. That should be looked 
into at once by unbiased and unprejudiced people and people who have our 
taxpayers in mind. I believe it is shameful for us to let the armed services have 
their way and to absolutely dominate the purse strings of the Government. I am 
sorry I cannot write more details because of secrecy, but I shall bring this to the 
attention of Secretary Wilson at my earliest convenience. 
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As I said in my statement this morning, when I returned to Washing- 
ton in January, | went to see Mr. Wilson. He informed me that plans 
were in progress to remove the antiaircraft contingents from the 
United Kingdom. . 


DECISION TO WITHDRAW FROM ENGLAND 


As I understand, Mr. Brucker or General Taylor stated this morning 
that it was the Army that insisted on removing these antiaircraft 
contingents from the United Kingdom. I do not want to see trouble 
between the Army and the Air Force, but we are interested in the facts. 
Ireceived much of my information from people I believe to be compe- 
tent, and I think they know what they are talking about. 

I was informed, as I recall it, that efforts had been made for many 
months to try and get the Army to abandon the antiaircraft, but no 
conclusion was reached. 

I want Mr. Brucker to look further into this matter, because some- 
one is in error. I want to find out who that someone is. 

Thank you, Mr. Chairman. 

(The information referred to appears on pp. 658-659.) 

Senator CHavez. Senator Smith? 


APPOINTMENT OF ARMY ENGINEER OFFICERS TO SELECTION BOARDS 


Senator Smira. Mr. Chairman. 

Mr. Secretary, recently, in discussing with a high ranking officer of 
the Army engineers the need for more engineers in the Army, I was 
told that one of the reasons why the Army was losing top engineers 
was because they were not getting the promotions that they should. 
He said that this was because there were so few Army engineer generals 
ome to the selection boards on promotions to general rank. 

{r. Secretary, will you please tell the committee to what degree 
Army engineer officers are appointed to selection boards and if they 
are given adequate representation on such boards? 

Secretary Brucker. Senator Smith, the technical services, of which 
the Army engineers are a part, they are 1 of 7 technical services; 
whenever there is any vacancy, either in prospect or in existence, 
there is invariably a member of the Army engineers on the Army 
promotion board. That board sits, of course, as a whole, in consid- 
ering recommendations for promotions. Whenever there is an Army 
engineer vacancy for that purpose, they are there for that purpose of 
making recommendations. 

As to the number that are assigned to the engineers for that purpose, 
I am not conversant with that, and would have to say to you that 
that assignment of officer or general spaces is something that the staff 
works on right along. 

I know that the Army engineers are very carefully considered in 
connection with the board’s looking them over. They are uniformly 
very high, because the Army engineers are of that character. More 
than that, I cannot say as to who and why any particular one was 
not promoted who should have been or should be considered. 

Perhaps General Taylor can add to that. 
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EQUAL REPRESENTATION ON BOARD 


Senator Smiru. Mr. Secretary, | am not asking why. My question 
s3 Is the board sufficiently balanced so that all services are represented 
in the case of promotions? Is there any reason for the Army engineers 
to feel that they are losing some of their top engineers because they 
are not being given full consideration, because of the lack of it? 

Secretary Brucker. I have seen nothing to indicate that. I am 
sure that General Taylor is familiar with the background of the whole 
board system. 

Senator Cuavez. Prior to that, if I may, I think the Senator from 
Maine has a good point. If they are good enough to get out of West 
Point at the head of every branch of the Army, why are they not good 
enough to be considered for promotion? 

Secretary Brucker. I think they are good enough to be considered, 

General Taytor. Senator Smith, I would say that there are more 
Engineer general officers on a percentage basis than any other tech- 
nical service. Not only do they have their technical vacancies, but 
they are also considered for line promotions. We have a rather sur- 
prising number of line officers who are ex-engineers. I might say I 
was in the Corps of Engineers myself at one time. 

Senator Smiru. General, would you say there is no basis for this 
allegation? 

General Taytor. I would say there is a very high concentration of 
ability in the Corps of Engineers. There is no question about it. 
But I do feel that, when you consider the technical officer spaces plus 
their availability for line assignments, there is no discrimination 
against them. We all recognize they are a talented group, a very 
talented group. 

Senator Smita. It is realized, is it not, that it is difficult to keep 
the men in the engineers? 

General Taytor. The medical officers and engineers slip through 
our fingers fastest, but I think it is more the economics of the question 
than it is a question of promotion. 


RETENTION OF LEGAL OFFICERS 


Senator Smitu. On another occasion, Mr. Secretary, I was told by 
an officer that, unless lawyer officers in The Judge Advocate General 
department were given professional incentive pay on a parity with 
that given doctors in the services, in the next few years the services 
would end up with a very poor quality of legal officers. 

Would you please supply for the record the number of legal officers 
taken into the Army each year for the past 5 years, and the number 
of legal officers leaving the Army each year for the last 5 years? I 
would like to have these figures, for I am told that they will reveal a 


very high turnover rate and attrition rate, particularly with respect 
to Reserve officers serving the minimum required time and then 
getting out. 

Secretary Brucker. Yes; I would be glad to furnish that. 

(The information referred to follows: ) 
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OrricER ACCESSIONS AND SEPARATIONS, JupDGE ApvocaTE GENERAL 


A. Reserve officers: 





Direct ap- | Separations 
pointments 


Fiscal year 1957 

Fiscal year 1956 

Fiscal year 1955__- 

Fiseal year 1954_- , a) 


1 Through May 26, 1957. 


B. In addition to the above, Regular Army JAG officer appointments average 
16 per year, and resignations among this group average 4 per year. 


RESERVE TRAINING CENTERS 


Senator Smitu. Going to another subject, Mr. Secretary, last year 
there was $55 million approved for Army and Reserve training centers, 
and for what seemed to be at the time rather an elaborate program. 
There has been some delay in the building program. 

Upon inquiry, I learned that even though the land has been pur- 
chased in many instances, there will be no buildings because the 
Bureau of the Budget refuses to approve 100-man units for Reserve 
training. Is that correct? 

Secretary Brucker. They have been turning us down on that on 
the ground that they are not sufficiently large in order to justify going 
ahead with it. They also more recently have stated that because of 
the change in the Reserve structure—I mean by that, there being a 
different allocation by Mr. Wilson of the whole business—that they 
are going to wait until we get the complete troop basis established 
for the Reserve before they go on with any more approvals. 

In the meantime, we have been able to get that order relaxed to 
the place that where, if we make a showing to the Department of 
Defense with respect to an armory or a training center, and they 
approve it, we are able to go ahead. Otherwise, we have to wait 
until the troop basis is set up, which will probably not be until 
December. 

BUDGET BUREAU APPROVAL OF ARMORIES 


Senator Smiru. Is it not true, Mr. Secretary, that the Bureau of 
the Budget approves armories for as few as 80 men in comparison to 
their required 200 Reserve training? 

Secretary Brucker. Well, they have in the past, but that time 
has passed. They do not do that now until after we have the troop 
basis or else show the necessity for that particular armory or training 
center. 

I can.ask Secretary Milton here, who is on it every day, if he wishes 
to add to that. 

Mr. Mitton. I think you have pretty well covered it. 

Senator Smiru. The half units have been approved for the National 
Guard along the way, have they not? 

Mr. Miron. That is correct; yes. 

Senator Smirx. What justification is there for the difference? 

Mr. Mitton. That is a little difficult for me to answer. 


2 


jal 


Bee Ft 








120 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator Smiru. It is very difficult for me to answer when the 
questions come to me. 

Mr. Mivrton. I think Secretary Brucker’s statement is right, that 
they wanted to be certain that we had the armory construction pro- 
gram coalined with the new troop basis, which, as the Secretary says, 
will probably not be available until early fall. 

Senator Smirx. Does that satisfy you, Mr. Secretary? 

Secretary Brucker. No, it does not. That is why I am pressing 
for them. We have made applications and will continue, Senator 
Smith. I think that is asking too much of us, to delay in this thing. 
We think that a reasonable program, and an ordinary balanced 
program, ought to go forward. We are endeavoring to get those 
which we can vouch for through the Assistant Secretary of Defense 
for Installations, and then through the Budget, and get them cleared, 


LAND PURCHASE DISAPPROVED BY BUDGET 


Senator Smirx. Mr. Secretary, I would like for the record, if you 
please, a list of the places where the land has been purchased for 
Reserve training units that have been disapproved by the Budget, 
an entire list. 

Secretary Brucker. Very well. 

(The information referred to follows: ) 




















Location Number Cost Location Number | Cost 
acres | | acres 
| celal ictnientstiniiatinerincetcisistssl iincsctaatniinintadpesitadg 
} | | 

ON A ie desc den ckewwws 4.53 $3,000 |} Corning, N. Y.-.-.-..--------- 2.61 $13, 500 
Fayetteville, Ark..._.......-. 3. 50 3,000 || Elizabethtown, N. Y___------ 5. 00 6, 150 
Seaford, Del__......._- 2.76 | 7,200 || Kingstown, N. Y--- ema 5. 58 22, 200 
Hartwell, Ga. ..............-- 2. 50 2,000 || Wayland, N. Y....--.------- 5. 50 5, 300 
BAI SI ecient dnt panne ene 3. 44 2,100 || Bellefonte, Pa_..-...... et 3. 50 7, 000 
North Judson, Ind_-_---- 3.70 6, 500 || Indiana, Pa............-- 2. 25 22, 350 
Scottsburg, Ind_.............-] 3. 92 | 6,000 1) Ales. 7FOR..4......-5..- | 3. 50 15, 750 
Waveland, Ind___- Baca 4. 32 5,200 || Wichita Falls, Tex- - - -- 2. 82 12, 250 
DS BRS 8s cnn 4.00 | 22, 500 Chester, Vt_-_-.- bbe tabt teal 3. 00 6, 000 
Bridgeton, Maine. --- 3.00 14,317 || East Rainelle, W. Va_-.--_- 3. 10 17, 500 
Dexter, Maine......_..___-- 3.00 LOD |) Mistey. W. Ve. 255.53...) 3. 00 12, 000 
SB a ae 3. 00 2,175 || Aguadilla, P. R......-.--.. 3. 55 23, 771 
ye, a 4. 56 | 7, 525 ES Miiiedn cokacnte<s 3. 00 7, 900 











Note.—All of the above sites were for planned }4-unit training centers. 
POLICY DETERMINATION 


Senator Smiru. I would also like your advice on what you expect 
to do with this land if the Bureau of the Budget continues to form 
the policy rather than tend to its own business of the money. 

Secretary Brucker. I will be glad to furnish you that. 

(The information referred to follows:) 


One-half unit training centers were planned at all of the 26 locations on the 
list provided this committee. 

At 7 of the 26 locations involved, the Army Reserve units have continued to 
grow to the point where they now qualify for a larger training center of the type 
for which we have been able to get approvals. It is possible that some of the 
remaining 19 may also in the near future, qualify for the larger training center. 

Subsequent to the Secretary of the Army’s appearance before the committee, 
the Department of Defense was advised that the Bureau of the Budget was 
withdrawing its objection, at this time, to the one-half unit training center. As 
funds have previously been appropriated, this action by Bureau of the Budget 
will permit us to proceed with these projects on receipt of approval from Depart- 
ment of Defense. 
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BUDGET BUREAU PARTICIPATION 


Senator Smiru. Mr. Secretary, why wasn’t this settled before the 
plans were made? Why was it that you got through the point of buy- 
ing the land and ready to ask for bids on the contracts before anything 
was known as to the disapproval of this Bureau? 

Secretary Brucker. Because we did not know that the Bureau of 
the Budget was going to dip into this subject and do what they did. 
No one knew that. e were going along with a fixed program, which 
Secretary Milton had charge of, and we were moving forward on it. 
Suddenly it was cut off and that is the first we knew. 

Senator Smiru. Then actually, they are putting a freeze on the 
Army policy? 

Secretary Brucker. On the Reserve, that is right. 

Senator SmirnH. Mr. Secretary, what will you do if they still say 
that you have to have the 200-man or the unit instead of a half unit? 

Secretary Brucker. We are going to discuss that further with Mr. 
Wilson, and impress it for all we are worth. 

Senator Smiru. If you still have the land, are you going to be foreed 
to build for 200 when you need only 100, or must you go without the 
training centers? 

Secretary Brucker. We hope we get that resolved favorably. We 
cannot overbuild. We will have to build for what we think is right. 
We are going to do all we can to get the training centers built as we 
want them, rather than to cut it according to the cloth that somebody 
else says. 

Senator SmituH. This actually does not help in the great controversy 
of acquisition of land; does it? 

Secretary Brucker. No, it does not. 

Senator SmirH. Thank you very much. 


RENTAL OF QUARTERS 


Secretary Brucker. May I add this, Senator Smith: I would like 
you also to know that we have adopted a policy in the meantime not 
to circumvent and get around this business, but to try and help it and 
get along with what we have by renting. We have found a lot of 
places where we can rent quarters, either in a building or a building 
that is vacant or otherwise, and make a lot of progress and still keep 
going on this thing. 

I will cite you an example: The other day I was in St. Louis, Mo., 
and dedicated a training center on the 9th floor of the Mart. This is 
typical of what we can do and are doing. We do not have to go out 
and buy land all the time and build structures, if we can get a building 
that suits our purpose. Really, we have saved some money. In 
a Louis, they told me they had saved about $300,000 by doing just 
that. 


SITUATION IN NEW MEXICO 


Senator Cuavez. Mr. Secretary, following the remarks of the 
Senator from Maine, I would like to ask you about my home State. 
Three different projects were approved for the Reserve at Las Vegas, 
Las Cruces, and Silver City, N. Mex. You have the land. Why are 
you not doing any construction? 
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Secretary Brucker. Senator, we have the best representative over 
there that I know of, in New Mexico, Secretary Milton. He can 
answer that. 

Senator Cuavez. I think Secretary Milton understands our New 
Mexico problems. I know he knows that these projects have been 
approved. 

Secretary Brucker. That is right. 

Mr. Miron. That is correct, sir, and, Senator Chavez, that is all 
tied in with this l-unit freeze that we have on at the present time, 
every 1 of those 3. 


FREEZE ON CONSTRUCTION BY BUDGET DIRECTOR 


Senator Cuavez. So irrespective of what Congress does, the Budget 
Director can stop any construction? 

Secretary Brucker. We have to get an apportionment. 

Senator Cuavez. How is that going to help you in continuing the 
Reserve program? 

Secretary Brucker. We hope to thaw it out, to get the freeze done 
away with. 

Senator Cuavez. I hope your hope comes true. I am getting tired 
because they want money for this, they want money for that, and after 
they get the money, the Pentagon thinks a Senator is nothing but a 
nuisance. 

Secretary Brucker. No, Senator. We want to go ahead with 
those projects. I hope you understand that. We do, sincerely. 

Senator CHavez. When are you going to do it? 

Secretary Brucker. As soon as we can get the freeze order thawed 
out. 

Senator CuHavez. Can you not tell them that Congress is insisting 
on these things? 

Secretary Brucker. We have. 

(The following information is submitted by the Army to clarify 
status of referenced projects:) 


The approved fiscal year 1957 Army Reserve construction program contains 
only two projects for the State of New Mexico. These are: Las Cruces, 1-unit, 
and Silver City, l-unit. In a supplemental reprograming action to the 1957 
program, Department of the Army has initiated request for a one-half-unit 
taining center at Las Vegas. However, approval has not been obtained on this 
project at this time. 

The status of above projects is as follows: 

(a) Las Cruces: l-unit training center approved by Department of Defense 
March 26, 1957. On April 25, 1956, Department of the Army inspected proposed 
sites at this location and it was recommended by the Chief, New Mexico Military 
District and Fourth United States Army, that an abandoned public school building 
be acquired in lieu of construction. However, recent request from Fourth United 
States Army indicates that it now desires to purchase land and to construct a 
training center in accordance with Department of the Army’s standard plans. 
The proposed site was inspected and approved for planning purposes by a repre- 
sentative of Department of the Army on May 22, 1957. The necessary rea! estate 
and engineering studies on this site have been requested. 

(b) Las Vegas: Project approval requested for a one-half-unit training center 
at this location. A site has been inspected and approved for planning purposes. 
The real estate and engineering studies have been received and reviewed by 
Department of the Army. No further action toward land acquisition can be taken 
here until receipt of project approval. 

(c) Silver City: A 1l-unit training center was approved by Department of 
Defense on March 26, 1957. A site has been inspected and approved for planning 
purposes. The real-estate directive, authorizing acquisition of this site, was signed 
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jn Department of the Army on May 24, 1957. The district engineer is being di- 
rected to proceed immediately with acquisition of this site and site adaptation of 
the standard plans with view toward contract award in August 1957. 

Senator Cuavez. Who furnishes the money to you to do these 
things—the Budget Bureau or the Congress? 

Secretary Brucker. The Congress furnishes that. That is very 
elementary. That is what we say. 

Senator Cuavez. But they can veto anything that Congress does 
or that you might try to do? 

Secretary Brucker. We have to get an apportionment. Our hands 
are tied until we get it. We urge it, and anything that you can do, 
or any person can do, to support us, we are very happy for. 

Senator CuHavez. We are giving you the money. You are asking 
us for more money now for the Reserve. I think we are entitled 
to this. 

Secretary Brucker. We do not get it until it is released to us. 

Senator CHavez. Are there any further questions? 

Senator Symington, do you care to ask any questions? 

Senator Symineton. Mr. Chairman, I believe Senator Dworshak 
wished to go ahead. 

Senator DworsHak. You may go ahead. 


IMPLEMENTATION OF CORDINER REPORT 


Senator Symineton. Mr. Secretary, you know about the Cordiner 
report; do you not? 

Secretary Brucker. Yes, I do, Mr. Senator. 

Senator Symineton. What do you think of it? 

Secretary Brucker. I think the purposes of the report are pretty 
good. 

Senator Syminetron. Would you recommend that it be implemented 
by the Secretary of Defense? 

Secretary Brucker. Secretary Milton, who is the Assistant Secre- 
tary for Manpower, was a member of that Cordiner committee, and 
reported to the Army as to what had occurred. We did recommend 
the adoption of the Cordiner report as such. The recommendations 
in it, of course, were varied and multiple. I do not remember the 
individual recommendations, but I know the tenor of the report was 
to equalize the pay and salary of the men and officers. 

Senator Symineron. Did Assistant Secretary Milton recommend 
the Cordiner report to you without any reservations? 

Secretary Brucksr. | don’t believe it was put that way, because 
it was a report to Secretary Wilson. We of the Army are a part of 
the Department, but Secretary Wilson, of course, is the one to whom 
it was addressed. 

Senator Symineron. | would like an answer to my question. 


ENDORSEMENT OF REPORT 


Secretary Brucker. I do not know just how you would put it. 
Secretary Milton was in favor of the report, if that is what you have 
in mind. 

Senator Syminetron. He is in favor of it? 

Secretary Brucker. | understand so. He is here, and he can speak 
to that. 
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Senator Syminetron. You would know whether he was; would you 
not? 
Secretary Brucker. I think he was for the report. It was g9 
reported to me. 
Senator Symineton. Did you so report that to the Secretary of 
Defense? Did you endorse the report? 
Secretary Brucker. I did not endorse the report. I had no part 
in it, so far as ihe report was concerned. 
Senator Symineton. Did you say you were opposed to it to the 
Secretary of Defense? 
Secretary Brucker. No; I did not. 
Senator SymineTon. Did you ever discuss it with the Secretary of 
Defense? 
Secretary Brucker. Many times, in meetings. 
Senator Symrneton. What did you say when you talked about it? 
Secretary Brucker. We have had meetings on this subject, and 
the matter was discussed as to how much it would cost each of the 
services, including the Army, how much it would cost the Navy and 
Air Force, whether or not a bill should be put in, and, if so, how much 
of an appropriation should be asked for, in addition to what has been 
ut In. 
" Senator Symineton. Did you offer to absorb the cost to the Army 
in the first year? 
Secretary Brucker. I made no offer of that kind. However, when 
I found out that that was a limited recommendation by the Secretary 
of Defense, I said to him very plainly that the Army had no money 
with which to absorb anything. In fiscal 1958, our budget was too 
austere. I told him I thought if any bill went in it ought to carry 
its own appropriation and not ask for an absorption from the Army; 
that regardless of what the other services might say, that was our 
position. 
Senator Symineton. What do you think of the bill yourself? 
Secretary Brucker. I think its purposes are very good. But when 
it comes to absorbing it from the budget, that we cannot do. I 
would not be in favor of taking a dollar out of the present Army 
budget to absorb any of the costs, unless it bears its own appropriating 


funds. 


CORRESPONDENCE REGARDING REPORT 


Senator Symincton. Did you have any correspondence with respect 
to the Cordiner report? 

Secretary Brucker. No, I have not, Senator. Not that I remem- 
ber. 

Senator Symineton. Will you check the records and see if you 
have? If you have, would you make them available to this com- 
mittee? 

Secretary Brucker. I have no objection to doing it, and doing it 
readily. 

Senator Symineton. Did Assistant Secretary Milton have any cor- 
respondence with you in writing about this? 

Secretary Brucker. No. I think our discussions were all oral. 

Senator SymrineTon. Perhaps you can make a report for the record. 

Secretary Brucker. I will look and see, but I doubt if there is any- 
a on it. 

( 


1e following information was submitted.) 
(No such information was on file in the Department.) 
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POSITION OF SECRETARY MILTON ON REPORT 


Senator SyMINGTON. Inasmuch as Assistant Secretary Milton was 
a member of the Cordiner Committee, and inasmuch as the Committee 
has spent a couple of hundred thousand dollars of the taxpayers’ 
money on this report, has interviewed thousands of members of the 
Armed Forces throughout the world and inasmuch as the feeling was, 
according to some sources, that the services approved the Cordiner 
report, and inasmuch as Mr. Ralph Cordiner, president of the General 
Electric Co., states that, if the report was adopted, savings of $5 
billion or more could be effected by 1962, would it be in order if we 
asked Assistant Secretary Milton at this time whether he unqualifiedly 
recommended the Cordiner report, Mr. Chairman? 

Senator Cuavez. I am positive Secretary Milton would be happy to 
answer, and he has permission. I assure you he is a fine man of high 
integrity. 

Senator Symincton. Thank you, Mr. Chairman. I thoroughly 
subscribe to that after many years of relationship with him. 

Mr. Secretary, will you answer the question? 

Mr. Mitron. I certainly shall, Senator Symington. Before I do 
so, may I clarify my position as the Army representative on the 
Cordiner Committee. 

We operated as an entity, and then after the Committee’s report 
was in it came to the services, and then followed the usual pattern 
of moving up. The Cordiner report, and the Cordiner recommenda- 
tions, over a long period of time will reflect tremendous savings to 
all the services. I think, as Secretary Wilson testified yesterday, the 
immediate result would probably be more apparent in the Air Force 
than in the Army. 

On the other hand, I would say unquestionably that there will be 
benefits that will accrue to the Army. We have something like 1,500 
different job classifications, a large percentage of which do fall into 
the field where the incentive pay for enlisted men would be a big 
retention factor. 

As you know, the Cordiner report fell into three areas: the enlisted 
grades, the officer personnel, and the civilian personnel. 

I think you are fully aware that, in the enlisted field, we recom- 
mended two additional enlisted spaces—E-8 and E-9. Of course, we 
wanted to straighten out the pay system in all of these areas before 
we added the incentive pay. 

In the officer field, there were many suggestions made, one of which 
was the basic pay scale, and then we tried hard to get away from the 
old system, with its pay inversion, as you know. The proposed pay 
scale did get away from that, and did put the O-9 and O-10 in a 
pay bracket by themselves. 

The civilian pay report was never finalized because that had to go 
to the Civil Service and had to get their approval. 

I wonder if I have answered your question, Senator Symington? 

Senator Symineron. I think you answered some. You signed the 
report; did you not? 

Mr. Mitton. Yes, sir. 

Senator Symineron. You would not sign anything that you thought 
was wrong; would you? 

Mr. Miuton. I certainly would not. 
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ANTICIPATED SAVINGS 


Senator Symineron. In the report, by the fiscal year after next, 
namely, fiscal 1960, we could save $132 million, according to the 
report, although you lose the first 2 years. 

Mr. Mixron. That is correct. 

Senator Symineton. Also, regardless of who gets the most saving 
and who gets the least, the "Army saves a great deal of money itself 
over the period; is that correct? 

Mr. Mitton. That is correct. 

Senator Symineton. I do not remember Secretary Wilson saying it 
would help the Air Force more than the Army, but the Air Force is 
getting a budget of about double the Army anyway; is it not? 

Mr. Miron. It is quite a bit higher. 

Senator SymineTon. It is about 9 to 17, or something like that, 
That being true, naturally any savings that were spread across the 
board would mean more savings for the Air Force than the Army; is 
that correct? 

Mr. Miuton. That is right. 

Senator Symineton. Are you still for the report you signed? 

Mr. Mitton. Yes, sir. 


VIEWS ON IMPLEMENTING REPORT 


Senator Symincton. Then do you regret that it is not being 
implemented? 

Mr. Mixton. Yes, sir; I do. 

Senator Symineton. Do you think it is a mistake that it is not 
being implemented? 

Mr. Miron. Well, I think the quicker we get started on imple- 
menting it the better off we are all going to be. 

Senator Symineton. Mr. Chairman, | think that clears the matter, 
from the standpoint of what a member of the Army who really studied 
it, thinks; from the civilian level. 

‘Do you believe that the pay scales recommended, the additional 
pay scales for enlisted men, that we are now losing, do you believe 
those are sound? 

Mr. Miron. Yes, sir; I certainly do. 

Senator Symineron. Do you believe that it is sound for a man, 
when he gets to be a 3- or 4-star general, when he retires, that he has 
a right to more retirement pay than a 2-star general? 

Mr. Miron. I have always thought that, sir. 

Senator Symrinaton. Is that part of your consideration in the 
increases? 

Mr. Mitton. Yes, sir. 

Senator Symineton. Thank you, Mr. Secretary. 

I may say it is always a pleasure to listen to people who are forth- 
right and frank with congressional committees. 


ARMED FORCES UNIFICATION 


Secretary Brucker, I would like to ask a question or two about 
unification. 

You were here yesterday when that matter was discussed between 
the Secretary of Defense and myself? 
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Secretary Brucker. Yes; I was. 

Senator SymMinGTon. I read into the record statements that were 
made by President Eisenhower in 1945. To my great surprise, the 
Secretary of Defense stated yesterday that he had never discussed 
unification with the President. That is hard to understand and hard 
to believe. I hope that, after these hearings, and after what is said 
on the floor of the Senate, he will have an opportunity to do so. 

I believe that all the former heads of the War Department, Sec- 
retary Stimson, Secretary Patterson, Secretary Lovett, General 
Marshall, and General Eisenhower, were all for unification; but 
recently, or at least last summer, you said that the Army believed 
there should be no further unification of the services. Is that correct? 
I am trying to recall your statement. 

Secretary Brucker. Senator, I don’t think I said that about this 
matter, but here is what I would like to say to you. You did ask 
me the question before about it, and we disagreed about it. 

Senator Symineton. I don’t remember any disagreement but 
would like to know your opinion. 

Secretary Brucker. My opinion is this: I am in favor of unifica- 
tion, but not merger. The Congress used certain words in the 1947 
act, and they very carefully said they were in favor of unification, but 
they also very carefully said that each of the services should remain 
independent, they used that word, should remain separate and in- 
dependent. Iam in favor of that concept. I believe init. I believe 
that we can accomplish all the things that are to be accomplished in 
attacking the problem if we simply apply ourselves under the present 
form of unification rather than changing forms in anyway. 

Senator Syminctron. So what you are saying is that the unification 
law of 1947 is a good, sound law and should not be changed; is that 
correct? 

Secretary Brucker. That is correct. 

Senator Symrnetron. You would except from that the changes that 
were made as a result of Secretary Forrestal requesting them m 1949, 
would you not? 

Secretary Brucker. Yes, the 1949 amendment, that is correct. I 
am glad you called my attention to that. That is a part of the act. 


STATEMENT AT PRESIDENT’S PRESS CONFERENCE 


Senator Symrneron. In other words, you fee! the President last 
week was wrong in his press conference when he said the country did 
not get the unification in 1947 he felt was right in the 1949 law? 

Secretary Brucker. I don’t recall how the President felt about it. 

Senator SyMINGTON. It was in the press conference. 

If he did say it and the record so shows, you think he was wrong, 
do you? 

Secretary Brucker. No, I do not, in my opinion, and | believe 
that difference of opinion is a good thing in Government or wherever 
it 1s. 

Senator SyMINGToN. Let me read it to you. This is a quotation 
from the press conference, the last press conference, of the President: 

Progress is being made but it is not as fast and not as complete as I certainly 


hoped when I was preaching and praying for unification which never did take 
place quite in the form which I thought it should be. 
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The implication there is that he thought there should be more of 
what we used to call administration control in the Department of 
Defense instead of coordination control. You would not agree with 
that; is that right? 

Secretary Brucker. I would not quite interpret what he said in 
that way, Senator Symington. I think he expressed the disappoint- 
ment that it had not gone further or had been taken further in the 
Defense Department. I would not take it that he meant that he 
wanted to do away with the independence of the three services, with 
their traditions and backgrounds. I still retain my views. 

Senator Symineron. Who is it that wants to do away with the 
three services and backgrounds? Do you know of anyone who thinks 
that? 

Secretary Brucker. No. If you don’t, I don’t know just how to 
put it, except to say this, that if there were merger, and you deleted 
what Congress said in the 1947 act, then you would do away with the 
independence and separateness of the services. That is all I com- 
mented upon. 


STATEMENT OF PRESIDENT IN 1945 


Senator Symincton. General Eisenhower said in 1945: 


Finally, there is no such thing as a separate land, sea, or air force. Therefore, 
we must recognize this fact by establishing a single department of the armed 
forces to govern us all. 

You would not call that a silly statement, would you? 

Secretary Brucker. | certainly would not. I would say that is 
perfectly compatible with what we have. There is no power that the 
Secretary of Defense lacks, legal power, to do the things that you 
could do if you had your way to do them. 

In other words, he has the legal power in control of the Depart- 
ment, to do anything to solve any problem, and I know of no problem 
that he can’t solve with his power. 

Senator Symineton. You are satisfied that this committee is 
interested in saving the country money? 

Secretary Brucker. Very much. 


INCREASE IN ASSISTANT SECRETARIES 


Senator Syminetron. You had eight Assistant Secretaries at the end 
of World War II. Now we have some 34 and you asked for several 
more not too long ago. Are you saying that the people under you and 
yourself are all satisfied with the relationship of the various Assistant 
Secretaries of Defense for the various functional jobs and your own 
secretaries, who operate in the same categories of authority? 

Let me say you have an Assistant Secretary of Defense for Man- 
power or Assistant Secretary of Defense for Research and Develop- 
ment. Are you satisfied with the relationship between them and the 
Army Assistant Secretary for Manpower and Assistant Secretary for 
Research and Development? 


FUNCTIONAL CHART DETAILING AUTHORITIES 


Secretary Brucker. I am, as long as they stay in their fields. 
Senator Symineton. I am sure you know the importance of a 
structural and functional chart to operate a business. Have you a 
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chart which shows the authority of the various Assistant Secretaries 
of Defense and the authorities of your various Assistant Secretaries 
of the Army in the same field? 

Secretary Brucker. Yes; we have. 

Senator Symincron. And do you spell out in that structural chart 
the functional responsibilities and authority of those involved? 

Secretary Brucker. It is not spelled out on the chart, but we spell 
out their duties. 

Senator Symineton. And in directives? 

Secretary Brucker. There is no directive. It isa regulation. We 
spell it out in the regulation. 

Senator Symincton. If anybody would say that the Assistant 
Secretaries of the Defense in the various fields have a lot of authority 
but little responsibility, and that the Assistant Secretaries of, say, the 
Army, have a lot of responsibility but little authority, you would dis- 
agree with that, would you? 

Senator Brucker. I would say this about it. I would like to an- 
swer it categorically. I would say whenever it comes to the time when 
they get into operation—by they, I mean the Assistant Secretaries of 
Defense—get into operation, they are outside their charted authority. 
Our people have the right to go forward under the regulations, as I 
conceive it, of carrying out the power of the Secretary of the Army. 


Wherever that occurs, I have backed up our people in that concept, 
because I believe it. 


RELATIVE MISSIONS OF SERVICES 


Senator Syminaton. My final question has to do with the idea o” 
weapons systems and evaluation tests. As we all know, there have 
been considerable disagreements in the past about the relative missions 
of each of the services. Perhaps you have read the recent article in 
April Foreign Affairs by Dr. Kissinger, in which he says that all the 
services would like to be able to have such a complete picture that 
they could fight the war by themselves. I am not saying whether he 
is right or wrong in his conclusions, but just what he says. 

Recently there have been suggestions that we have some thorough 
weapons systems evaluation, actual test instead of just around the 
table agreement in the Joint Chiefs, the thought being that in that 
way we could save the taxpayers money on weapons systems which 
may not be used in any possible World War III. 

Would you agree that such tests might be worthwhile? 

Secretary Brucker. The tests are actually being made at the 
present time by the weapons systems evaluation group. It is an 
overall joint group in the Department of Defense, in which we have 
members, the Air Force and Navy have members, and the Depart- 
ment of Defense chairs it. 

In addition to that, we have the White Sands Proving Ground, the 
Patrick Air Force Base, where these are actually conducted. 

Senator, there is no question about the fact that in this early period, 
in the guided missiles and the rest, that there is bound to be some over- 
lapping or something whereby we can do it better as the years go on. 

But the way I visualize it and have seen it, and the way I think of 
it, if I can contribute anything to it, is that I think we have to live 
with this problem a little bit and work it out a little better. As time 
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goes along, I know the Army people are doing their best to cooperate 
and coordinate these things, and that includes Jupiter and the rest, 
I think it will work out best this way. That is my opinion. 

Senator Symineton. Are you talking about the Board chaired by 
General Anderson of the Air Force? 

Secretary Brucker. It isa Department of Defense board. General 
Anderson, yes. 

ADEQUACY OF BOARD FUNCTIONS 


Senator Symineton. And you are saying that in your opinion, the 
functioning of that Board in the last 2 years has been adequate and 
satisfactory from the standpoint of what is best for the taxpayer? 

Secretary Brucker. I would not say it is adequate and satisfactory 
in every way. I think it needs something, still to be desired. But it 
is moving in the right direction. I think there was a period when 
there was a lack of confidence in that Board. But I think that confi- 
dence is coming back. Personnel has done something. Leadership 
has done something. I think it is improving. 

Senator Symincton. What I am talking about is, do you think we 
ought to have some physical tests as to whether or not maybe we should 
stop building some of the things we have been building on the basis of 
tradition, and start building strictly in recognition of progress and the 
nuclear age. 

Do you think practical physical tests on that would be advisable 
instead of consultation around the conference table? 

Secretary Brucker. J am certainly in favor of physical tests, and 
the Army is doing that. 












MAJOR TESTS IN WEAPONS EVALUATION 








Senator Symrneton. But you are not testing against various 
methods of delivery of nuclear weapons, are you? I think we both 
know what I am trying to get at. 

Would you, for example, be favorable to major tests with respect 
to what is the best way to deliver various weapons? That would be 
a major change from what is going on now? 

Secretary Brucker. Not a major change. I would not say that. 
I would say that it can be improved. While I am not in favor of 
turkey shoots, I am in favor of having as much as we can in the field 
of tests conducted by the Department, the regular organization. | 
think that is the way to do it. 

Senator Symincron. That is a new one on me, using the term 
“turkey shoot,’ in this connection. I have been to turkey shoots and 
have participated in them. What do you mean? 

Secretary Brucker. I mean some sort of a public exhibition or a 
contest between somebody on occasion to find out which is better, 
the Air Force or the Army. 

Senator Symincron. If a turkey shoot was the way to save the 
taxpayer’s money because it proved one way was better than another 
to deliver certain maximum firepower at minimum cost—and that is 
what we are talking about—you would be in favor of such a turkey 
shoot, would you not? 

Secretary Brucker. If it is to find that; yes, sir. I am in favor of 
whatever will be saved in that field, that will improve and advance 
the progress of special weapons system evaluation. 
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Senator Syminetron. Mr. Chairman, in an effort to be constructive, 
I would like to state for the record that at the same time the admin- 
istration is presenting us with the largest peacetime budget in the 
history of the United States, the three methods advanced by which 
we might save the taxpayer some money on the basis of my experience 
as a former businessman, have all been turned down. I refer to the 
Cordiner report, and all the work done on it in the field of manpower, 
then the question of further unification in an effort to eliminate the 
known duplication and triplication, much of which is now reported 
in the press; and finally what has now been called turkey shoots, to 
decide the better way to deliver firepower; this instead of just building 
everything to be sure everybody gets what everybody wants. There 
would not seem to be much cooperation or interest on the part of the 
heads of the Pentagon looking toward that type or character of effort. 

I for one, believe implicitly that this country should be the strongest 
country in the world, and have the most modern army in the world. 
I am afraid that is going to refleet negatively on this budget when 
the matter comes to a final vote. 


INFORMATION ON WEAPONS SYSTEMS 


Mr. Secretary, | have further questions on some of these weapons 
systems but presume it would be better to ask questions about Nike, 
and adequate airlift, and so forth, when General Taylor is the witness. 

Secretary Brucker. Anything that you want to ask is all right. 

Senator Symrinaton. What do you think? 

Secretary Brucker. General Taylor is most qualified, but I do 
not want to duck anything. If you have something that you want 
to ask me—I mean, I do not want to refer it over to General Taylor, 
but he will be here to testify. 

Senator SymMineTon. I have taken a lot of time already. 

Mr. Chairman, could I ask when General Taylor is going to be here. 

Senator CHAvez. General Taylor is here. 

Senator SyMincton. | mean when he is going to testify? 

Senator Cuavez. Directly after we get through with the Secretary. 

Senator Symineron. Are we going to have a meeting tomorrow? 

Senator Cuavez. We are certainly going to have a meeting to- 
morrow. I was hoping we would be able to get through with the 
Army this afternoon. I have asked the Navy to come in tomorrow at 
10 o’clock. But we are not going to deter or have any Senator not be 
able to ask questions if they want to ask questions. 

Senator Syminaton. Mr. Chairman, I am not sure that I can be 
here tomorrow, so I would like to proceed with my questions on these 
weapons systems. 

Secretary Brucker. General Taylor is here. 


ACTIVITIES AT PATRICK AND WHITE SANDS PROVING GROUNDS 


Senator CHavez. Let me say one thing before you proceed with 
your questions, if I may. 

Mr. Secretary, you mentioned, in answering one of Senator Syming- 
ton’s questions, the Patrick and White Sands Proving Grounds. 
Without giving us any classified information, can you explain to the 
committee so that they might be able to understand what you are 
doing at these places. 
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Secretary Brucker. Yes; I would be happy to do it. 

We have here, in addition to myself today, and General Taylor, our 
experts in that field of research and development, and the handling of 
these missiles and weapons at White Sands Proving Grounds and at 
the Patrick Air Force Base where we fire some of our missiles. We 
are there day by day looking after the tests which we make with 
regard to the missiles which I can disclose. 


MISSILE DEVELOPMENT 


The Nike Ajax, the Nike Hercules, the Hawk—those are all ground- 
to-air. In ground to ground we have the Dart, the Little John, the 
Honest John, the Corporal guided missile, the Sergeant missile, the 
Redstone missile, and the LaCrosse guided missile. 

' Senator Cuavez. What about the Navaho? 

Secretary Brucker. That is an Air Force missile. On these that I 
have spoken about here, which are in the spectrum of short to 200 miles 
in range, all the way along this range, we are testing those actually on 
the ground, firing them with battalions, batteries, and other troops 
right there. As rapidly as a battery is assigned to a Nike, it is taken 
physically to White Sands Proving Ground and mated up with the 
weapon. It fires it, gets all of its training, and then both it and the 
weapon goes to the city, whether it is St. Louis or any other city in the 
country, and they are tied together with the weapon and stay with it, 
after they have had the practice of firing it and so on. 

So these weapons are actually being fired. The Army is not dealing 
with drawing board figures or things of that kind. We are not dealing 
with things that are just in the discussion stage. We are dealing with 
the actual missiles themselves out on the range, in addition to the 
others that have come previously, the 280-millimeter atomic shell, the 
other missiles and those capable of carrying the atomic warhead. 

So when I spoke just a moment ago about the testing, and so on, 
we actually are testing them and testing them on these ranges. 



















ADEQUACY OF WHITE SANDS PROVING GROUNDS 





The White Sands Proving Grounds is one of the best in the world, 
or the best in this country, and as far as I know, in the world, for 
that purpose. There is hourly testing. The range is all in the charge 
of the range officer. They are listed on the board as to the time 
when they are going to be tested. The count-downs and everything 
are scheduled ahead. So the whole business is upon a very organized 
basis. 

Senator Cuavez. And at White Sands the testing is done on the 
ground itself? 

Secretary Brucker. On the ground itself. 

Senator CuHavez. When you go to Patrick you shoot toward 
the sea? 

Secretary Brucker. When we go to Patrick, we shoot out to sea; 
that is correct. 

Senator CHavez. Proceed, Senator Symington. 
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TESTING FACILITIES 


Senator Symrneton. Thank you, Mr. Chairman. 

I would like the record to show that I was not talking about testing 
in the Army to improve its own efficiency. I was talking about 
testing between the Army as against Navy and Air Force methods 
to see if some money could not be saved the taxpayers without 
affecting our security in any way. 

Secretary Brucker. May I cut in just a moment? 

Senator SyMINGTON. Surely. 

Secretary Brucker. The Air Force and the Navy make full use of 
the same testing facilities at the same time. I do not mean that they 
fire at the moment we do, but they are in coordination with us upon 
the same range. We exchange right there our information. 

Senator Symincton. We are not talking about the same thing at all. 
You also have your own Army place at Patrick. I have been down 
and seen it, and I talked to your commanding officer at the Patrick 
base where you fire the Redstone and Jupiter. I am talking about 
the relative evaluation of weapons systems between the services, from 
the standpoint of which one is the better, or the best, so that the 
other, or others, can be dropped, in the interest of the taxpayer. 


T—44 RIFLE IN PRODUCTION 


When I was down at Benning, Mr. Secretary, I had a very inter- 
esting day with you. You talked about a new rifle and showed it. 
I was much impressed with it. Is that the new rifle you are going 
to put in? 

Secretary Brucker. That is right. That is the T-44, Senator. 
That has already been adopted, as of May 1. We have given the 
order to the Springfield Arsenal to go ahead. We are going to have 
the T—44 in production. That does away with several other rifles. 

Senator SALTONSTALL. Would the Senator yield on that for purely 
a technical question? 

I am very much surprised when you say that has been given to 
the arsenal. 

Secretary Brucker. I withdraw that. It is the Springfield Arsenal 
that helped us produce it. We will put it that way in the first place. 
We tested it over a period of 2 years. The Springfield Arsenal is 
considered in connection with the production of it. I will put it 
that way. 

Senator SALTONSTALL. May I just take that point home? ‘That is 
still not my understanding of the situation. Of course, the two rifle 
plants are in Massachusetts. It was my understanding that while 
the T-44 had been selected, nothing further had been done about 

lanning its production or planning tooling or anything else. I would 
ike to just have that confirmed. That is not what I understood. 

Secretary Brucker. I will clear it up. Thank you very much. 

(The information referred to follows:) 

The T-44 light rifle was primarily developed, and initial quantities for testing 
were made by the Springfield Armory. The rifle has been tested for some 2 

ears in competition with the T-48 (F-N) rifle manufactured by Fabrique 
Nationale, a lgian concern. The principal reasons that the T-44 rifle was 


adopted as standard for United States forces are not only that it is slightly lighter 
than the T-48 rifle, but that it is much more adaptable to United States pro- 
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duction methods than the T-48 (F—N) and is capable of firing 7.62 mm. NATO) 
round of ammunition. Because of the standardization of this rifle in May 1957, 
it was too late to include production funds for it in the fiscal year 1958 budget 
request, but we did plan on funding production in fiscal year 1959. Further- 
more, we planned to produce initial quantities of the rifle at Springfield Armory 
to determine mass production techniques and eliminate as many engineering 
changes as required during its original production run. Subsequent to an initial 
production run at Springfield Armory and subject to the availability of funds, 
it is planned to have the rifle produced by a commercial manufacturer or manu- 
facturers and introduced into the Army in an orderly fashion beginning with 
production in fiscal year 1960. 


Senator SaAtronsTaLuL. Thank you, Senator Symington. 

Senator Symineton. I am glad to hear you are putting in that new 
rifle, because it seems if we intend to draft boys for a possible war, 
we want to give them the best possible weapons and training. I am 
glad, because I heard other countries have already adopted this 
improved rifle. It seems to me that we still have enough money in 


our country to give our ground soldiers the best rifle. I am sure the 
Secretary agrees with that. 
Secretary Brucker. Yes, sir. 


AVAILABLE AIRLIFT 


Senator SyMiInGToN. It is important, is it not, that our Army be in 
a position where it can be moved in quantity to any part of the world, 
based on world commitments? 

Secretary Brucker. That is right. 

Senator Symineron. We had some testimony last summer, sworn 
testimony, from some of the people of your organization with respect 
to available airlift. It has always been my position, first, that the 
United States Army, whatever the size the military leaders decide 
upon, should be the finest and most modern army in the world. I 
do not see how an army can be modern unless it has adequate airlift. 

In my opinion, the testimony that was given last summer proves 
the Air Force is not supplying adequate airlift to the Army. 


PREVIOUS TESTIMONY 


I would like to read into the record at this point, Mr. Chairman, 
because it would seem to be of major importance to our security, 
some of the testimony on airlift. 

—— 


Senator Symrnecton. To the best of my knowledge, the Air Force has never 
claimed they could lift and properly support overseas more than a single division. 

General Gavin. I think they would have great difficulty doing this. 

Senator Syminaton. Do you mean they would have great difficulty handling 
a single division? 

General Gavin. Yes, sir. 

Senator SyminetTon. I do not think they have ever claimed they could do more 
than a single division. But you say they should have capability of lifting and 
supporting other divisions, is that right? 

General Gavin. Yes, sir. In my opinion they should. We are well short of 
that capability now. 


Mr. Secretary, do you agree with General Gavin’s testimony? 

Secretary Brucker. I don’t know about the agreement with Gen- 
eral Gavin’s testimony. I know that whatever his viewpoint is, he 
is a very enlightened officer and a very good officer in that field. 
General Taylor is, of course, Chief of Staff upon whom I rely for my 
advice in that field. He is here. He has already furnished, I think, 
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some information on the subject. I would defer to his judgment and 
say that I would accept that. 


STATEMENT OF GENERAL TAYLOR 


Senator Symincton. General Wheeler backed up General Gavin, 
; ; : 
and then General Taylor said later, if I may read a sentence— 


The tactical airlift which the Air Force can provide at the present time is short 
of what the Army thinks it would like to have. In the strategie airlift field— 


and this is what I am primarily interested in in this questioning— 


we have never been really satisfied by our joint work of preparing for quick 
reactions. 
The more we study our job— 


continues General Taylor— 


the more we are impressed with the fact we must reduce our time of reaction if we 
are going to get there fast enough in these peripheral operations. 

General Taylor, I noticed that when Viscount Hailsham was on 
Meet the Press—he is now the head of the British Board of Education 
but at the time of the Suez fiasco was First Sea Lord, a position 
corresponding to our Secretary of the Navy—in defending the move- 
ment of the British forces said he thought they did a very good job 
because they were 5 days sailing time from Malta. 


SEA TRANSPORTATION OF UNITED STATES ARMY 


Is it your impression that we could rely on transportation by sea 
for our Army based on our current world commitments? 

General Taytor. We have made many studies of possible move- 
ment of sizable Army forces to various parts of the world, Senator, and 
I am impressed that each one is really a tailored job. In other words, 
the conditions of availability to airports, fuel supplies, port facilities, 
all make the problem somewhat different. I have never found a 
situation where I felt airlift alone would do the job. It is always a 
combination of sea and airlift, depending upon local situations. 

Senator Symincton. How many divisions do you think the Ameri- 
can Army should be able to lift and support properly overseas? I am 
talking about strategic lift now, not tactical. 

General Taytor. I am a little uneasy, Senator, to discuss this in 
open session. I would be happy to take my hair down, so to speak, in 
executive session. 

Senator Symineton. When you say that, I will withdraw the ques- 
tion, of course. 

General Taytor. Thank you. 

Senator SymineaTon. Inasmuch as the Secretary of the Air Force 
has now stated that the Air Force has now scrapped the development 
of the latest strategic airlift plane, the C—132, in which the American 
taxpayer had already invested $93 million, would you not want to see 
more C-133's built? 

ARMY VIEWS ON AIRLIFT 
General Taytor. I would put it this way, Senator: The Army has 


at least two concerns about airlift. One is that we do not lose any 
of the tonnage capacity that we have counted on in the past, and, 
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secondly, that there be some reasonable modernization program con- 
ducted by the Air Force in getting improved planes. 

Senator Symineton. Let us pursue this. Let us eliminate the 
C-82, the C-119, or the C-—130, tactical airlift airplanes, and talk 
about the strategic aspect of airlift for the Army. We have one 
strategic airlift plane, the C-124. The C-133 was an improvement 
on the C—124 and the C-132 is an even further improvement on the 
C-—133. We have now canceled the C-132. That is a matter of 
official knowledge. If we do not build some C-133’s, we are not im- 
proving in any way our strategic airlift nor are we buying any more 
Pitan With those premises do you think we should build more 

—133’s? 

General Taytor. I certainly think we should have a long-range 
plan to replace the 124. The 133, as I know it, is a good plane. [| 
have not much experience with it yet. 

Senator Symineton. You have someone on your staff interested 
primarily in the airlift, have you not? 

General Taytor. Yes. 

Senator Symineton. Have they impressed upon you the fact that 
the Air Force budget has no 133’s? 

General Taytor. It is true that there is no money specifically in the 
Air Force 1958 budget for 133’s. However, I understand that they 
will continue their procurement program with money funded in 
previous years. The critical question is, I believe: Will they have 
money in the 1959 budget? 

Senator Symineton. In other words, you feel that you do not need 
any additional airlift, improved airlift, for the Army, because of fiscal 
problems? 


INTEREST IN LONG RANGE MODERNIZATION PROGRAM 


General Taytor. No, sir. I say, I am quite interested in having 
a long-range program for modernizing the strategic airlift. I sit with 
the other Chiefs, however, on budget matters, and I know it is not just 
a simple matter of the Army saying, ‘“‘We would like to have some 
more airlift.”” Because of the question of living within a ceiling budget 
someone has to decide where the money comes from. 

Senator Symrneton. I do not want to pursue the matter, but, if 
you sat on this side of the table, and found the Air Force defending 
their complete cancellation of the C-132 on the ground they were 
going to push the C—133, you would be interested in finding out that 
they did not plan to build any 133’s, would you not? 

General Taytor. Yes, sir. 

Senator Symineton. Do you not think that the Army ought to 
take a firm position on that instead of sitting around the table and 
trading it out with the other services? 

General Taytor. No, sir. My understanding is that the 133 is 
not being phased out, that there is money to carry through fiscal 
1958 at least. 

Senator Symrnaton. If there is money, why do they not build it, 
put in an order for it? 

General Taytor. I think they are building it. 

Senator Symineton. They are not. They are not building any in 
the 1958 budget. 
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General Taytor. No sir, but they are continuing the’ production 
line, if I am correctly informed. 

Senator Symincton. Do you know how many 133’s they have? 

General Taytor. I cannot give the figure in unclassified form. 

Senator Syminaton. May I suggest you look it up. 

General Taytor. Yes. 

(The information referred to appears on p. 1118.) 


GERMAN LOSSES IN AIR RAID ON ENGLAND 


Senator Symineton. On May 10, 1941, they had a raid on England, 
which was the heaviest raid England ever had I happened to be 
there that night, which was Saturday night. The next Monday 
morning, the people around the Air Ministry, where I had a little 
office, were very excited and pleased, despite this terrible raid, because 
they extrapolated the fact they had shot down 97 percent of the at- 
tacking German bombers. They said that the Germans could no 
longer take that amount of attrition. 

They were proved correct, because until the V—1 and V-2 came 
along, years later, that raid of May 10, 1941, was the last organized 
bomber raid on England. But today, if you shot down 97 percent 
of the bombers of any possible attacking enemy, you would still lose 
your city. 

Therefore, I wonder what really is the basic value of antiaircraft, 
regardless of whether or not it has one of these modern names, espe- 
cially as this antiaircraft defense is costing the taxpayer many billions 
of dollars. 

General Taytor. The question of how much is enough disturbs me 
in this field, I assure you, and it is the subject of a great deal of study 
and reflection. I feel, one, that we should recognize that we are 
getting the best antiaircraft defense we ever had as the result of our 
missiles. In other words, we can approximate the kill percentages 
you indicated, but it is still not good enough. 

So we do have a possibility of developing an air defense far more 
effective than has ever been possible in the past. 

On the other hand, as you suggest, the threat is much greater than 
ever in the past. In my judgment, we must never leave our skies 
completely open. We must have some reasonable level of effort in air 
defense of the United States. 


SAFETY IN DETERRENT ABILITY OF RETALIATORY FORCE 


However, I am a strong believer in the offense in this business and 
certainly feel that our blue chips are in the deterrence of our retaliatory 
force, and there is our real safety. 

Senator Symrnaton. General, I would like to be a little more specific 
if may. The range of the Nike is pretty well known. It has been 
printed. Is it a classified matter? 

General O’Meara. I do not think we have ever announced the full 
range of the Nike Ajax or Hercules, sir. 

Senator Symineton. It has been in the paper a lot. 

General Taytor. Obviously, Nike Ajax is a short-range weapon. 

Senator Symineton. Thank you for that. If it is a relativel 
short-range weapon, and you have a mother plane coming in whic 
would be careful to stay beyond the range, and launch an air-to-ground 
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missile like the Rascal, you couldn’t stop that missile with antiaircraft, 
could you? 

Where is the justified value of the millions of dollars being put into 
Nike, especially when the Army lacks adequate enough airlift to do a 
good, fast, strategic job with divisions all over the world where we 
have commitments? If it is a question of money, should we not con- 
centrate on Army offense instead of antiaircraft? 

General Taytor. I would say as we develop the Nike defenses of 
our strategic centers, such as the northeast part of the United States, 
we will get, in effect, zone defense. The objective of all this defense, 
of course, is to make the other fellow wonder if he can get enough 
bombers through to destroy the United States. That doubt ought to 
be created in his mind. 

Senator Symineton. Don’t you think you have to destroy him, if 
you are going to destroy him at all in this hydrogen era, relatively far 
away instead of over the cities, or just a few miles out? 


PROTECTION OFFERED BY NIKE 


General Taytor. It is highly desirable. We can site the Nike away 
from the actual areas. The Nike batteries, though close to the target 
for which they are sited to protect, give collateral protection to other 
targets farther away. 

Senator Symineron. Is the speed of the Nike classified? 

General Taytor. I am sure it is. It is fast enough to defeat all 
enemy bombers. 

Senator Symineron. Is the speed of the air-to-ground missile also 
classified? 

General Taytor. I am sure it is. 

Senator Symrneron. If you could fire a missile air to ground from 
an airplane outside the range of the Nike, then you are going to have 
a hard time knocking down a supersonic air-to-ground missile with a 
ground-to-air missile; are you not? 

General Taytor. You will probably not knock the missile down. 
However, you will have enough Nikes around the country so that the 
bomber carrying it is never really out of range. 

Senator Symineron. You mean you are going to have enough Nikes 
in Missouri around St. Louis and Kansas City to cover Jefferson City. 
Surely you do not mean that. 

General Taytor. Not every place in the United States. 

Senator Symineton. Mr. Chairman, I am talking to a Missourian 
now, so we can talk the same language. 

General Taytor. We will have enough density in the highly de- 
veloped areas, so that there will be this type of incidental defense. 

Senator Syminetron. We are talking of factfinding. If the so-called 
turkey shoot did cost a little more money in the way of turkeys, I am 
still for it. 

Do you believe that in this air-atomic age the greatest defense for 
the United States is a good offense? 

General Taytor. There is no question about it. 

Senator Syminatron. Thank you, Mr, Chairman. 

Senator Saurronstatyt. Mr. Chairman, may I ask if the Senator 
will yield for one point? 

Senator Syminaton. I yield. 
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DEFINITION OF TERM ‘“‘TURKEY sHOOT’’ 


Senator SALTONSTALL. I say this seriously and not in the sense of 
being humorous. I think I would appreciate it for the record if this 
turkey-shoot business would be a little more accurately defined. We 
who come from industrial centers do not know how to shoot a shotgun 
very well, let alone know what this means, or know anything about 
turkeys, except eating them. 

Senator Syminatron. I thought the turkey shoot originated among 
the Pilgrims in Massachusetts. 

Senator SaLronsTALL. I would seriously ask that either the 
Senator or Mr. Brucker define “turkey shoot’’, because we do not 
want to get into any argument about it. I think I know. 

Senator SymineTon. The phrase originated in the testimony of the 
Secretary of the Army. It either is a fact you can defend a city by 
current antiaircraft weapons against current air-to-ground weapons 
which could be launched from a supersonic airplane that cannot be 
intercepted by Nike, or you cannot. If you cannot, then, in my 
opinion, Nike, considering the financial ceilings being put on such 
things as research and development, is not the best way to spend 
money for our security. 

As I understood the Secretary’s comment, a turkey shoot would be 
where service rivalry, and I use the word in its best sense, would be 
adjudicated by actual test, in the interest of the taxpayers. 

Senator SaLronstTaLL. In other words, a competition between 
different instruments of the same general type to find out which is the 
best type and then concentrate on that one? 

Senator Syminaton. Perhaps ‘‘war game” would be _ better. 
Weapons-systems evaluation is often a technical way the matter in 
question is described. 

General Taytor. May I comment on this? 

Senator SauronsTaLL. Yes. I would like to be sure there is no 
question of what we mean. 


WEAPONS TESTING 


General TayLor. We are all thoroughly aware of the desirability of 
checking these weapons. We are faced, however, with some great 
difficulties, as you can imagine. In the first place, at one time there 
was a question of whether Nike or Talos was the better weapon. We 
have a problem ourselves in developing that fact. Tie idea was 
suggested of having the two missiles stand alongside, like 2 horses 
ready to race, and fire at the same airplane. That contest would not 

rove anything, because the luck of one shot does not determine the 
ong-range value of these systems. Rather, we have to have some 
device to test them over and over again. 

We are doing this, actually, in the scientific field. We have various 
scientific organizations that have developed ways and means to give 
us some idea of weapons effectiveness. But the hard fact is you never 
prove these things finally until you are on the battlefield and under 
conditions of battle. You can get indications, but you will not get the 
final answers. 

I think it would be interesting, Senator, to have someone go over 
with you the various scientific agencies that have gotten into this 
field and are trying to do the job. 
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Senator Symineton. General, we had classified hearings last summer. 
All the experts we could get testified, with a thorough briefing on 
antiballistic missiles as well as ballistic missiles. We had the military 
and we had the scientists. 

When three people sincerely think they are right, you are never 
going to win, especially if you trade decisions off through what we 
call logrolling. The best way to decide would seem, actual testing, 
to see who is right. You ultimately would come up with the best 
system, as you ultimately come up with the best fighter, whether it 
be a fighting plane or a fighting man. There is now tremendous 
additional cost being requested by the three services of the Congress 
in order to defend ourselves against the possible enemy. 


EFFORTS OF SEPARATE SERVICES 


I read how Governor Stassen and others feel about the possibilities 
of disarmament. At the same time, what we would seem to be 
actually doing is building three services which many people believe, 
in effect, are all trying to be able to fight the war by themselves, 
Yet there seems to be reticence on the part of some people to find 
out by test what is the best, with respect to the interlocking proposals 
of the Army, the Navy, and the Air Force. 

General TayLtor. My only comment was that I am certainly not 
aware of any reticence on the Army’s part to engage in any test which 
reasonable men will accept. It is hard, as I say, to agree to some of 
the ground rules in these tests. 

Senator SymMinaTon. Ten yéars ago today, my offices were adjacent 
to the then Chief of Staff of the Army. The question of further 
unification of the Services was very important in his mind at that 
time. I was given the job of monitoring that problem with the Con- 
gress. It sure surprises me there is such reticence now to proceed 
with what previously was deemed a logical move, one now even more 
desirable because of the entrance of nuclear weapons and supersonic 
missiles—and one so obviously in the interest of the taxpayers. 


DISTURBANCE IN FORMOSA 


Senator Rosertson. Mr. Chairman, I would like to refer to the 
issue that the Senator from Massachusetts brought up this morning. 

Mr. Secretary, the Senator from Massachusetts asked you about 
the disturbance in Formosa, growing out of the fact that some member 
of the military mission there had been acquitted of killing a member 
of the Chinese Nationalist group, in self-defense or something like 
that. There is a very large and lengthy article in the afternoon paper 
about the extreme bitterness of the Chinese Nationalists against all 
Americans over there. They injured a good many. They tore our 
flag to pieces. They went into the Embassy and took confidential 
files out in the yard. There is no nation in the world that has benefited 
more liberally from our giveaway program in the last 12 years—$62 
million I believe, all told—than Formosa. We have kept them going 
economically and from a military standpoint. 

It would appear that the extreme bitterness of those people over 
this incident was perhaps greater than the incident itself alone called 
for. There must have been some background. 
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One of the Senators with whom I had lunch, who visited there a 
few years ago, told me that the Ambassador told him, and the number 
was apparently classified so I will not give it, that they had twice as 
many there as were needed to do the job. Later, that number was 
increased 25 percent, although they had twice as many there before 
as they needed, according to the Ambassador. 

I believe you testified this morning that we have troops stationed 
in 77 countries. How many were there? 


AMERICANS IN 73 COUNTRIES 


Secretary Brucker. We have people in 73 countries, I believe it is. 

Senator Ropertson. 73 countries, then. I beg your pardon; 73 
still looks like a lot of countries to me. I think you said that there 
were about 70,000 troops overseas that were entitled to come home, 
but it would take over $300 apiece to bring them home and send 
somebody else in their place, and you wanted that much restored in 
your budget. 
* Secretary Brucker. Yes. 

Senator Ropertson. The point I want to make is this: Apparently 
friction is developing against our people in a lot of countries where 
ordinarily we would look for appreciation and friendship, and we do 
not have it. Unless there is some urgent military reason for keeping 
troops in 73 countries, I would like to see you give consideration to 
bringing some of them home and getting back to our original concept 
that we sort of tend to our business, we tend to our business here, 
and we would not spread our activities and our wealth over the face 
of the entire globe at a very large cost, unless there is some essential 
military reason for our doing so. 

Senator Cnavez. If there are no further questions of the Secretary, 
I would like to ask General Taylor to comment on the statement 
made by the Secretary. 

General Taytor. I have a prepared statement, Mr. Chairman. 

Senator Cuavez. You may proceed in your own way, General. 


STATEMENT OF GENERAL TAYLOR 


General Taytor. Mr. Chairman and members of the committee, 
I appreciate the opportunity of meeting with you again to discuss the 
United States Army, and its budgetary requirements for fiscal year 
1958. 

My purpose today is to provide an answer to two questions: First, 
what kind of army does this nation require for its security; and second, 
what is the minimum price for such a force? I shall address myself 
directly to those two points. 


KIND OF 1958 ARMY TO INSURE SECURITY 


First: What kind of Army must we have to provide for the security 
of this Nation in fiscal year 1958? 

To answer this question we must remind ourselves that each element 
of the Armed Forces must be judged on the basis of its contribution to 
our main national objectives. We in the Army believe that the pri- 
mary aim of all our military efforts is to prevent general atomic war. 
We accept as an inescapable fact that such a war would be an irrep- 
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arable disaster to all participants, and that no true victor could 
emerge from an unlimited, general nuclear war, hence, all of our 
efforts must be directed toward its prevention. It must never be 
allowed to occur. Fortunately, as the leaders of the Communist 
world become aware of the consequences of general nuclear warfare 
it becomes increasingly unlikely that they will deliberately embark 
on a war which could only end in the destruction of themselves and 
their system. 

However, it does not follow that communism will renounce aggres- 
sion as a tool of policy. Inherent in the nature of the Communist 
movement is a need for dynamism—for expansion—for a foreign enemy 
to unite their people. Therefore, subversion, local aggression, and 
military diversion appear to be the most likely and most immediate 
threats to world peace. These forms of military action are particu- 
larly dangerous because the small aggression, if not arrested, may lead 
to the erosion of the free world and to our piecemeal loss of that which 
we are pledged to defend. 


PURPOSE TO AVOID ATOMIC WAR 


Additionally, the smoldering ‘‘brush fire’? must be stamped out 
promptly lest it lead to a general conflagration, to a great atomic war 
which it is our purpose to avoid. Consequently, I place immediately 
after the deterrence of general war, the mission of deterring, or winning 
quickly, any local aggression which may break out about the world. 
Only after meeting these requirements are we justified in extending 
our preparations to hedge against the failure of deterrence and to 
prepare, insofar as preparation is possible, for the disastrous conse- 
quences of general atomic war. 

With respect to the Army forces which we allocate against each of 
these deterrent missions—as indeed, for the forces of all the services— 
the paramount question is always, “How much is enough?” It is 
not easy to construct yardsticks with which we all can agree, and yet 
some measurement of adequacy must be made. 


ESTABLISHMENT OF SUFFICIENCY OF FORCES 


The Army attempts to establish the sufficiency of its forces by 
matching them against the requirements of three distinct situations: 
Those of the so-called cold war; those for combating local aggression 
or situations short of general war; and, finally, those to meet the 
requirements of general war. 

In general terms, we feel that the Army should provide forces for 
the cold war situation which will reassure our friends of the sincerity 


of our intentions to support them in resisting communism and simul- 
taneously convince the Communists that we mean business and are 
not a “paper tiger.”’ 

For this purpose we need ready, highly trained Army forces de- 
ployed in strategic areas of Western Europe and the Far East, obvi- 
ously ready to resist a further expansion of Communist power in 
these vital strategic areas. 
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NEED FOR VISIBLE RESERVE PUNCH 


To strengthen the deterrent effect of the forward deployments, we 
need a visible reserve punch in the form of backup divisions in the 
United States which are clearly ready to reinforce our overseas forces 
if they are challenged. Finally, in this cold war period we need to 
develop the strength of our allies, particularly on the ground so that 
their forces will discourage aggression against their territories and 
thus enhance the confidence and morale of our friends. The United 
States Army must be prepared to furnish advice and assistance through 
the military advisory groups and missions which we presently support 
in 43 friendly countries. 

The foregoing cold war forces include those elements of the active 
Army which are ready to react to local aggression and situations 
short of general war. For this latter situation, which I call case II— 
case I being the cold war—these active forces alone are not sufficient. 
They should be backed up by adequate Reserve forces capable of 
replacing the active divisions which may be dispatched overseas from 
the United States to suppress aggression, to fill out this expeditionary 
force with Reserve units needed for tactical and logistical balance, to 
expand the training base at home, and to provide individual replace- 
ments for anticipated losses. It must always be borne in mind that 
United States military intervention in any turbulent spot will increase 
the danger of general war and require some degree of immediate 
mobilization. 

ARMY REQUIREMENTS FOR GENERAL WAR 


The requirements of the Army for general war, case III, like those 
of the other services, are difficult to gage. Ata minimum, the Army 
must provide forces which contribute to the deterrence of the big 
war. These include our Army contribution to the ground shield 
across Western Europe which will, we hope, hold a Soviet aggressor 
at arm’s length while our retaliatory atomic forces work his destruc- 
tion. They also include the Army contribution to the continental 
air defense in the form of the antiaircraft units of the Army Air De- 
fense Command. Likewise, the general war requirements of the 
Army extend to the mobilization base and related activities which 
provide for continuity of the war effort and a minimizing of war 
damage. 

The foregoing discussion describes in general terms what kind of 
Army the United States requires for its security. The answer is 
that we need an Army capable of doing its part in three situations, 
cold war, situations short of general war, and general war. Now | 
would like to discuss the Army which the fiscal year 1958 budget 
will provide and its justification in relation to the requirements of 
the three situations just discussed. 


STRENGTH PROVIDED BY 198 BUDGET 


The Army budget for fiscal year 1958 will provide an active Army 
of a million men consisting of 17 divisions, 9 separate regiments or 
regimental combat teams, several Army missile commands, and an 
increased number of air defense missile battalions. Additionally, 
this budget will support approximately 400,000 men in the National 
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Guard and 300,000 men in the Army Reserve. Let us measure these 
Army forces against the requirements of the three cases I have 
described. 

In case No. 1, the cold war situation, you will recall that we need 
ready Army forces deployed in strategic areas and backup divisions 
in the United States. 


DEPLOYMENT OF FORCES 


In Europe we have five divisions which constitute the hard core of 
the ground shield protecting Western Europe from being quickly 
overrun. Three divisions are positioned in the Pacific to back up free 
world forces in those areas of Asia where limited aggression is most 
likely to occur. We will have a responsive ready force of several 
divisions located in the continental United States for the purpose of 
reinforcing forward deployed forces. For the defense ot the American 
Continent there will be 1 division stationed in Alaska and 1 division 
specifically earmarked for immediate employment anywhere in the 
Western Hemisphere. The remaining divisions will be stationed in 
the United States. These are required not only to train replacements 
in support of our overseas deployments, but also to meet any additional 
emergency which may arise. Iam certain you recognize that although 
I have described these requirements in terms of divisions alone, there 
also are substantial numbers of combat support and logistical units 
involved. 

To complete our deployments to meet the cold war situation, we 
will have in the United States the surface-to-air missile battalions of 
the Army’s Air Defense Command. These units contribute heavily 
to the deterrence of any nuclear air attack against this country. 

Thus, you will note that the entire active Army is committed in the 
cold war to the mission of reassuring our friends and deterring the 
aggressive intentions of a possible enemy. 


REQUIREMENTS FOR LOCAL AGGRESSION 


Let us now look at the requirements of case No. 2—local aggression. 

In the event of a limited war anywhere on the periphery of the free 
world, we must be prepared to intervene quickly with substantial 
forces from the United States. Based on our Korean experience, it 
would not be unreasonable to anticipate the commitment of a force of 
the order of eight divisions in such a situation. Those active Army 
divisions deployed in a limited war situation must be replaced im- 
mediately by the mobilization of Reserve component divisions. Ob- 
viously, these Reserve divisions must be in a high state of combat 
readiness, for otherwise we would have no force in hand to meet other 
contingencies. But this is only part of the problem. 

We must realize that tensions would increase sharply at other 
critical points around the world once a battle is joined, however small 
or remotely located. It is entirely possible that we would be required 
to reinforce NATO, in which case we would be forced to mobilize addi- 
tional Reserve component divisions. 

These divisions would be required not only to reconstitute our 
strategic Army force here in the United States, but also to expand the 
mobilization and training base in order to support our increased de- 
ployments and to keep abreast of the increasing threat. 
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ARMY ACTIVITIES IN GENERAL WAR 


Case No. 3 is the one I described as general war. From the outset 
of such a war Army surface-to-air missile forces would be engaged in 
the air defense of the United States. Following the execution of the 
most pressing emergency civil defense duties, the Army—both active 
and Reserve—will be available for the following tasks: 

Reinforcement of our overseas deployments and exploitation of the 
success of an atomic exchange. 

Continuation of the defense of Alaska and the Western Hemisphere. 

Execution of additional operations to bring the war to a conclusion. 

In summarizing the requirements for Army forces stemming from 
these 3 cases, it should be noted that the 17 active divisions supported 
by the 1958 budget are required fer cold war, limited war, and general 
war. Our Reserve component forces are required for employment in 
limited and general war. Army air defense forces are required in all 
three cases either for the deterrence of air attack or in the event of 
such an attack for the defense of the vital areas of our homeland. 


STEPS TO MODERNIZE ARMY 


I would like now to say a few words about some steps we are taking 
to improve the Army. Perhaps the most important is the major 
reorganization of the Army’s main combat forces—the Infantry, air- 
borne, and to a lesser extent, the armored divisions. The purpose of 
the reorganization is to improve the Army’s ability to fight effectively 
under conditions of atomic warfare without loss of capability to con- 
duct so-called conventional warfare. 

We visualize that the atomic battlefield of the future will have 
much greater breadth and depth than battlefields of the past. There 
will probably be a checkerboard disposition of units with considerable 

aps between combat elements. Consequently, all Army units must 
e trained for all-around combat in the same way that we trained and 
fought our airborne divisions in World War II. 

The problem of the ground commander will be to find the enemy, 
to determine his configuration, and then to destroy him by directing 
atomic fire upon him, using organic weapons or calling down the fire 
of distant missiles deployed to the rear. Thereafter the commander 
will need instant mobility to exploit the effects of this destructive fire. 

Modern signal equipment permits a commander to control a larger 
number of subordinate units than the three which were standard under 
the old triangular concept of divisions. 

In the new airborne and Infantry divisions, we have taken five 
subordinate units as a reasonable step forward in extending the span 
of control. This action permits the elimination of one echelon of 
headquarters with a consequent economy in personnel overhead. 

Finally, in shaping these new divisions, we have included a capacity 
for absorbing progressively the new weapons which we expect to 
emerge in the next few years. In the interim we will equip our divi- 
sions with the best weapons available while we expedite the develop- 
ment and production of the optimum types. We will need the help 
of Congress to press forward in the modernization of these divisions 
upon whose fighting capacity the success of the Army depends. 
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MINIMUM LEVEL OF RESEARCH AND DEVELOPMENT 


The modernization program is closely related to progress in research 
and development. I believe that the budget for fiscal year 1958 
provides the bare minimum level for an ac ceptable research and 
development program. We cannot long remain secure if we do not 
have the potentiality of outstripping the enemy in the quality of our 
weapons systems. Our research and development programs are the 
means by which we seek to maintain this vital super iority. Their 
most significant product is the new, complicated, and expensive system 
of weapons which are fast being translated from blueprints to tangible 
hardware. 

In view of the evidence of Soviet progress in this field, we can never 
afford to be complacent about our own successes, brilliant though 
they often appear. We must never relax our efforts , being sure 
that the enemy is always doing his best. 


PROPER PROPORTION BETWEEN CONVENTIONAL AND NUCLEAR FORCES 


The question of a proper proportion between conventional and 
nuclear forces continues to arouse wide interest and discussion. The 
Army recognizes that there are many situations to which the un- 
restricted use of nuclear weapons would not be a proper response. 
Even the so-called small ones are terribly destructive and should be 
used with restraint in friendly territory. 

Thus, we should have an Army which is not overbalanced in either 
direction. It should be an Army with dual capabilities, one which is 
not musclebound by atomic power. 


ARMY ORGANIC AVIATION 


I have 2 or 3 additional matters on my mind which I would like to 
discuss with this committee. One of these is the subject of Army 
organic aviation. 

There are two main aspects to the Army aviation program as it 
will develop into the future. One aspect of the program involves the 
use of aircraft for command, observation, and short hauls of personnel 
and freight. For the foreseeable future this part of the program will 


involve aircraft of the current types in which the Army is interested. 


The difference between Army aircraft and those of interest to the 
Air Force is that Army aircraft must be able to operate from un- 
prepared fields and they must live and operate in the austere and 
rugged environment of the fighting soldier. 

hese aircraft will probably always be designed for short hauls and 
for flight close to the ground. In all probability, their speeds will re- 
main in subsonic ranges. Again I point out that such airplanes have 
little interest to the United States Air Force. 

The other direction in which Army aviation must inevitably move 
is in the direction of new and novel flying vehicles which will probably 
be very much different in appearance from the conventional types we 
know today. 

They have been described as ground vehicles which do not leave 
footprints. These vehicles, flying a few feet above the ground, 
darting down valleys and ravines, hovering behind woods and hills, 
and scurrying around and behind enemy forces, suggest the shape of 
things to come. 
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DILEMMA FACING MILITARY FORCES 


The basic dilemma facing all military forees—ours and the Soviet’s 
alike—arises out of the fact that our ability to deliver nuclear firepower 
has outstripped our efforts to reduce our own vulnerability to those 
same nuclear fires. In fact, we can never reduce our vulnerability to 
atomic fires to a satisfactory extent without a decisive jump in 
mobility. 

We seem to have gone just about as far as we can go in the research 
for mobility through improved ground vehicles. There will be im- 
provements in the future, of course, in range, flotation, combat 
worthiness, and armament. 

However, none of these improvements in ground vehicles will over- 
come the traditional barriers of terrain to the extent that they must be 
overcome if we are to take the large step forward required by nuclear 

warfare. We must look for aerial vehicles which can move across the 
terrain at 60 or 70 miles an hour, whether that terrain consists of 
mountains, jungles, swamps, rivers, or plains. This is the direction in 
which Army aviation must lead which, I reiterate, is not in the direc- 
tion of another air force. 

The minimum price of supporting the Army forces which I have 
outlined in the foregoing discussion is the $9.7 billion contained in the 
1958 budget before you. In this connection, I would point out that 
the budget for the United States Army has not participated in any 
upward trend; in fact, the Army budget has gone in the other direc- 
tion during the past 3 years. The Army is actually planning an obli- 
gational program of about $150 million less in fiscal year 1958 than in 
fiscal year 1956, 

To give you a picture of an Army leveling off with balanced, stable 
programs under a constant dollar ceiling would be inaccurate. The 
fixed budget is shrinking in purchasing power, as every citizen knows 
who lives on a fixed income. Furthermore, some of the Army pro- 
grams are expanding and should expand, and thus are demanding 
increasing amounts of fixed budget. To cite two examples, I would 
mention the air defense and the Reserve components programs. 


INCREASING APPROPRIATIONS FOR SURFACE-TO-AIR MISSILES 


If this country is to have anything like an adequate air defense, the 
Army must spend increasingly large sums for surface-to-air missiles. 
If we are to achieve the vastly improved Reserve forces made possible 
by the great success of the Reserve Forces Act, the Army must spend 
increasingly large sums for the reserves. ‘These increases cannot be 
paid for out of the fixed ceiling budget w ithout destroying the balance 
hence the combat effectiveness of the forces within the Army. 


NEED FOR TOTAL 198 BUDGET REQUEST 


In addition to the support of the expanding programs, the Army 
budget must pay the rising costs of new equipment provided by 
modern tec hnology, as well as to pay the bills arising from such things 
as civil-service retirement, dependent medical care, increased -trans- 
portation charges, and social-security contributions. Thus it is that 
I assure the committee, as Chief of Staff, that the Army needs every 
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dollar of the President’s 1958 budget if it is to be able to field and 
fight the Army forces which are essential to our security. 

Senator Cuavez. Thank you, General. 

Senator Ellender, do you have any questions? 

Senator ELLENDER. General, I wood like to ask just a few questions, 

I pointed out yesterday that the armed services made a request for 
a little over $10 billion from the Department of Defense for fiscal 
year 1958. Would you be able to tell us if the Army received what 
was requested? 

SERVICE BUDGET RECOMMENDATION 


General Taytor. The budget recommended by the Secretary of 
the Army, and by the Chief of Staff to the Secretary, was $11.5 
billion. “We got $9.7 billion. 

Senator ELLtenpeR. When you presented that budget of $11. 5 
billion, you thought then that it was absolutely necessary for our 
defense? 

General Tayutor. I thought it was; yes, sir. 

Senator ELLenpeR. What made you change your mind? 

General Taytor. | think we have to recognize that when we prepare 
a service budget, a departmental budget, we do it somewhat in a 
vacuum insofar as the budgets of the other services are concerned. 

At the defense level, all three budgets are looked at, areas of overlap 
considered, and inevitably some reductions take place. 

That kind of reduction took place this year, so that when the 9.7 
figure was reached, the budget of the Air Force and the budget of 
the Navy were also considered by the Department of Defense as the 
facts were available then. 

Senator ELLENDER. What part did the overlap play in the reduc- 
tion of your budget in contrast to the other two services? 

General Taytor. I could not say, specifically, except the three 
budgets were considered in the aggregate by the Secretary of Defense 
when the reductions took place. 

Senator ELLENDER. General, would you be able to state which of 
the amounts under title III of the Department of the Army are 
actually fixed costs? 

The present budget is $3.549 billion. As I understand, none of that 
money can be used for other purposes than the pay and maintenance 
of the military personnel. 

General Taytor. Pay and allowances only, not maintenance. 

Senator ELLENpDER. Pay only? 

General Taytor. Yes. 

Senator ELLENDER. Now, Secretary Brucker stated that the amount 
requested was about what you received in fiscal year 1957. 

General Taytor. Yes. 


REDUCTION IN ARMY STRENGTH 


Senator ELtenper. But that you had quite fewermen. How many 
fewer will there be in 1958 as compared with 1957, if it is not secret? 

General Lawton. There is an average strength less of 2,800. 
We had 999,800 man-years average strength this fiscal year and 
we will have 997,000 for fiscal year 1958. 

Senator ELLenpsErR. The only difference is a few thousand men? 
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General Lawton. Yes. 

The beginning and end strength in 1958 will be 1 million men. 
The end strength in 1957 will be 1 million men. 

Senator ELLENpDER. As a matter of fact, the budget estimate was 
a few million dollars less than you obtained last year from the 
Congress? 

General Lawton. That is correct. 


MAINTENANCE AND OPERATION FUNDS 


Senator ELLENDER. Now, let us take operations and maintenance. 
What proportion of that amount can be transferred from one program 
to another? 

General TayLor. None can be transferred out of the maintenance 
and operation program. 

Senator ExLLenper. I understand, but within operation and 
maintenance? 

General Taytor. I would like to have General Lawton, if you don’t 
mind, answer these questions. 

General Lawton. We are permitted by the Department of Defense 
to transfer 5 percent between programs provided the total transferred 
between programs never exceed $10 million. That is a Department 
of Defense directive that was put out with the approval of the com- 
mittees of both the House and the Senate. 

Senator ELtenprEr. This item, that is operation and maintenance, 
has nothing to do with the purchase of missiles or tanks? 

General Lawton. No, sir. 

Senator Ettenper. Therefore, that I imagine would be the reason 
why it is more or less fixed as is the case with military personnel. 

eneral Lawron. Very much so. It provides for the day-to-day 
support of the people that are in the service. 

Senator ELLENDER. Will you point out to the committee in which 
of these various programs is it possible for you to shift from one 
program to another program? In other words, what I have in mind 
is simply this: Suppose that in this budget you have, say, X number 
of dollars to build tanks and after your review you determine that 
instead of needing 500 tanks you need but 200 tanks. If a decision 
of that kind comes about, is there anything to prevent you from using 
the money that you ask for, to provide for the 500 tanks when you 
only needed 200? Is there anything that would stop you from using 
that for any other item within that appropriation. 

General Lawron. In the first place, we have to get line item 
approval by the Department of Defense and Bureau of the Budget. 

With respect to the Congress we normally present to the Congress 
under the procurement and production appropriation a list which 
will add up to about 25 percent more than the amount of money. 

We always consider the fact there will be some things that for one 
reason or another we will not be able to buy. Things that have not 
reached the stage of research and development possibly, or unavailable 
for other reasons. 

We include in our list substitute items. 

Senator ELLENDER. You do not present that to the committees; 
do you? 

General Lawron. Yes, sir. 


; 
} 








150 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator ELLENpER. I thought it was only construction. 

General Lawton. No, sir; we do it at the time of our hearing. 

Senator ELLENpDER. I know you do that during the hearing, but 
what I had in mind was after you get your money and you make the 
decision, that instead of requiring as many tanks as you said you 
needed, or airplanes, or other hardware, you find later that you do not 
need what was requested. 

General Lawton. We stay within the calculations that were pre- 
sented to the committee. 

Senator ELLENDER. You mean within the money amount? 

General Lawton. Within the item list that we presented to you 
which is on the order of 125 percent overprogramed. 


COMMITTEE APPROVAL OF FUNDS TRANSFER 


General Taytor. In other words, we never buy anything which 
you have not approved. 

Senator SatronsTaLL. We had some direct instances of that, 
Senator Ellender, in the Navy in the last few months. They came to 
us to ask us whether we should approve the change. 

General Lawron. If we do go outside the program we do come in 
and request authority. 

Senator EttenprEr. It may be armed services, Senator. It did not 
come to this committee. 

Senator Cuavez. They do in construction. 

Senator ELLenper. Construction only. I am not cognizant of any 
case in which the Army or the Air Force or the Navy came to us and 
stated that “we asked for so many millions of dollars for this procure- 
ment program, aad now, we would like to use it for a new program.” 

Senator SautronsTatL. | may have gotten it as a member of the 
Armed Services Committee. 

General Lawton. I believe that is correct, Senator Ellender. We 
have not come to the committee this year. We have stayed within 
the shopping list which we gave you. 

Senator Errenper. Do you understand, Senator Saltonstall, as a 
member of the Armed Services Committee, that they present it to 
you in case of any change? 

Senator SALronsTALL. Speaking from memory, I am convinced that 
the Navy has a number of times. I do not remember any case where 
the Army has come. 

Senator CHAavez. You get money to buy 500 tanks. You come to 
the conclusion that you only need 300. Senator Ellender wants to 
know what you do with the money for the other tanks. 

General Lawron. We pick up another item on the shopping list 
which we presented to the committee we would not have bought 
otherwise. 

Senator ELtenprER. You do that without coming back to the 
committee? 

General Lawton. That is correct; it is within the total listing we 
have presented to the committee during our hearings for your approval. 

Senator ELLENDER. Does the same thing apply to procurement of 
all items purchased by all of our armed services? 

General Lawron. We stay within the shopping list of that group. 

Senator ELLeENDER. But you interchange it as conditions change? 
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General Lawton. Yes, sir; within that list submitted. 

Senator Cuavez. With the tank money could you buy motor 
vehicles? 

General Lawton. We would provided those motor vehicles had 
been presented to you on our list and had been approved by the 
committee, yes. 

We do exactly that. We stay within the total list. But we do 
shift to another priority, 


SALES OF SURPLUS PROPERTY 


Senator ELLENDER. The money used for procurement ties in with 
the sale of surplus items we talked about this morning. I want to 
find out how much of the equipment you presently have on hand 
is obsolete and how much of it forms a part of what Secretary Brucker 
stated this morning resulted in the replenishing of our Treasury with 
as much as $350 million for 1 year. 

General Lawron. May I clarify, Senator Ellender? 

I think possibly we are talking about two different things. That 
money that was returned to the Treasury from the stock fund is not 
returned to the Treasury from the sale of those excess items which 
we sell through salvage procedure. That is an entirely different 
problem. 

The money we return to the Treasury from the stock fund we 
accumulated through the fact that we had large stocks of consumable 

goods on hand at the end of the Korean war when the size of the 
Army was reduced and at the same time, combat usage rates of many 
items ceased. 

So we have many items on hand that we now are able to sell to the 
using units within ‘the Army without having to replace them. That 
gives the stock fund, which is a corporate organization, an accumula- 
tion of funds. 

Senator ELLeENpER. Then it is not in the category of the sale of 
surplus property? 

General Lawton. That is correct. These are excess goods that we 
are selling which we do not have to replace. These are not the surplus 
property sales that go through the salvage office. 

Senator ELLenper. I just wanted to get that distinction for the 
record because I got the wrong impression. I am glad it has been 
clarified. 

Now, as far as you know, all of the moneys that were returned by 
the Army were money s obtained from the sale of this equipment to 
either the Navy or a Air Force. 

General Lawron. Within the armed services. 

Senator ELLENpDER. Am I to understand that none of it was from 
the sale of surplus property? 

General Lawton. That is correct; generally, sir, I think within the 
stock fund they will have small amounts of items that they might 
turn over to salvage but it is within that amount of money, it is a 
merprie amount. 

t is not the surplus property that we turn over to the salvage office. 


ce i TI SRT An a LE EE 











152 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


PARTICIPATION OF ARMY IN MINOR OUTBREAKS 


Senator ELLeENpDER. General Taylor in your statement you haye 
told us that if any little fire should break out anywhere in the world, 
you want an army ready to go there and meet the foe wherever he 
may be. This is a rather bleak picture, is it not? 

General Taytor. I want the Army that will be able to execute the 
decisions of our Government. 

Senator ELLENDER. Why de we not depend on our allies for some 
ae Must we carry the entire burden as they attempt to unload 
theirs? 

I am sure you do not like that procedure; do you? 

General Taytor. As the Secretary indicated, sir, the Army we are 
defending today is one which is required in all three situations; cold 
war, limited war, or general war. 

Senator ELLENDER. We are spending a vast portion of our wealth 
to reorganize our troops in Western Europe with more and better 
equipment, and this is being done by us, notwithstanding the fact, 
that the British and the French, as I pointed out yesterday, are 
withdrawing theirs. 

Do you not think that we ought to be a little more aggressive and 
get our allies to realize that we cannot carry the whole load, that 
they ought to help more than they are at the present time? 

General Taytor. There is no question but what it should be a 
partnership affair. 

Senator ELLenper. I am not going to go into detail, because it is 
more or less a policy decision and you must carry out orders. I know 
that. 

Mr. Chairman, I have many more questions to ask but I will 
reserve the time to do that when Mr. McNeill is present. I assume 
that Mr. McNeill or somebody else from the Army will be present 
to go into details on all budget items? 

Senator CHavnz. The money items. 

Secretary Brucker. It is true that on all the money items General 
Lawton and the whole staff will be available. 

Senator CHavez. Senator Robertson? 


POSSIBLE EXTENT OF NUCLEAR WAR 


Senator Ronertson. Yesterday when I asked Secretary Wilson 
something about our stockpiling program he said you would have to 
decide what kind of war you are preparing for, whether a long war or 
short war. Will the nuclear war of the future be a shorter war than 
the past two World Wars? 

General Taytor. I always find it very difficult to be sure how to 
predict that war will come and under what circumstances. I feel we 
have to be flexible enough to respond to many forms of war. I feel 
it would be a great mistake for us to plan on a quick war. 

I have often said it is like a prizefighter who trains for one round 
before he enters a fight to the finish. i think it is only commonsense 
to state that mobilization and expansion after D-day are definitely 
required. 

Senator Rosertson. In your opening statement you listed three 
types of war, cold war, limited war, and general war. I assume from 
what you indicated we are now in the first type, the cold war? 
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General Taytor. I would say we are. 
Senator Ropertson. We do not have any bona fide dependable 
eace? 
, General Taytor. We feel that there are merely armistice conditions 
in places like Korea and in Vietnam. 

Senator Rosertson. Under those circumstances your advice to us 
is to take the necessary steps even though they may be expensive for 
a while unless and until we can get some bona Rde armament program 
of an international character. 

General Taytor. Yes, sir. 

Senator Ropertson. That is all, Mr. Chairman. 

Senator CHavez. Senator Symington, do you have any questions? 


ARMY DEPLOYMENT 


Senator Symineton. General Taylor, something was said about 77 
countries in which the Army has its people. 

Senator Rospertson. That was corrected to 73. That was my mis- 
take, but I did not put in all the territories. They were more than five. 

Senator Symineton. As to those 73 countries, much of that is 
charged against the Army, which actually is military aid; is it not? 

General Taytor. Factually, sir, the statement is, of course, correct. 
We have people in these countries. In some places there may be 1 
military attaché and 2 stenographers, as small detachments as that. 

As you suggest, we have no real deployment of major forces except 
in Europe, Korea, and in Japan. 

Senator Symineton. I remember once they asked Mr. Baruch what 
material was military aid and what was economic aid. They finally 
agreed on bubble gum. 

It seems to me in many cases this is a form of aid you are giving 
those countries which has little to do with the actual cost of the Army 
of the United States. Is not that a fact? 

General Taytor. No, sir; I would not phrase it that way, sir. I 
feel that these indigenous forces are very definitely a part of our 
national forces, that they should be able at a minimum to provide 
internal security. 

Senator Syminaton. I was thinking of missions, for example, where 
you have a handful of people to handle other countries. Do we have 
73 combat positions around the world? 

General Taytor. No, sir. As I say, that includes sometimes a mili- 
tary attaché and stenographer, a military attaché office. 


PREPARATION FOR DEFENSE 


Senator Symrneron. I was just asking for information. 

We will never attack another country. So we have to prepare for 
all forms of defense, do we not? 

General Taytor. Yes. 

Senator Symineton. Therefore, our cost of defense is bound to be 
more than that of over would-be aggressor who states he would like 
to conquer the world; is that true? 

General Taytor. That is correct. 

Senator Symineton. The fact, therefore, we are spending less of our 
gross national product than the Russians for military strength only 
emphasizes their interest in military strength, does it not? 
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General Taytor. It certainly indicates the great emphasis they are 
placing on military matters. 

Senator Symineron. I was over in NATO a few weeks ago a quick 
trip to try to get some facts: 


IMPORTANCE OF NATO 


Do you believe that NATO is important to the defense of the 
United States? 


General Taytor. I do. 

Senator Symineron. Do you believe that the levels agreed upon in 
1952 at Lisbon were sound? 

General Taytor. I think they were at the time. They were based 
upon the best judgment available in anticipation of the years which 
would follow. I think that they are subject to revision as are all 
estimates which are bound to contain a factor of error. 

Senator Symineron. Inasmuch as the Soviet strength has been 
steadily increasing, with that premise, would you feel such revision 
should be up or down? 

General Taytor. I would say that we would like to have more 
NATO strength than we have if that is the point you wish to establish. 

Senator Symineron. That is one. 


FRENCH PARTICIPATION IN NATO 


Now, as I understand it, I have read it in the newspapers—the 
French, who now have a major war on their hands in Algeria, were 
supposed to put 5 divisions in NATO and now have less than 1. 

Would you care to comment on that? 

General Taytor. Certainly the effective French forces in Europe 
immediately available to NATO have been vastly curtailed by re- 
quirements in Africa. 

Senator Symrneton. You would not like to say how much? 

General Taytor. No. 


DEPLETION OF BRITISH FORCES 


Senator Symineton. The British white paper states the British 
are heavily reducing their forces and plan in all probability to reduce 
them further next September. What are your comments on that? 

General Taytor. Obviously, no military man likes to see the nu- 
merical strength of forces immediately available depleted. 

Senator Symineton. If NATO was and is sound, do you believe 
we should fill the vacuum that the expressed lack of economic capacity 
on the part of our allies has created, so the so-called NATO shield 
is now considerably less of an actual shield than was planned? 

Do you believe the United States should fill that vacuum? 

General Taytor. No; I think our contribution to NATO is a fair 
one. It is about the level at which we should maintain it. 

Senator Syminetron. I know, but if you are going to have a shield, 
there is no use of having a paper shield. Suppose they continue to 
reduce, and we continue only to maintain, if there was any logic in 
the previous estimates, does that not mean ultimately there is bound 
to be a paper shield? 
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ANNUAL REVIEW OF UNITED STATES CONTRIBUTION TO NATO 


General Taytor. I would say we should continue to review an- 
nually our position on our contribution to NATO. 

Also, being an optimist, I look to the day when the Germans will 
take over a material part of this shield. 

Senator SymineTon. If our allies continue to reduce their forces, 
and we do not increase our forces, does not that, at least to some 
extent, endanger the forces we have over there? 

General Taytor. Conceivably so, but I don’t think that point has 
been reached by the reductions which have taken place. 

Senator Symineton. Well, the Germans are nowhere near the 
agreed-upon divisions they are supposed to have. The French have 
cut to around only a fifth of what they are supposed to have. 

The British white paper says they are planning to go from some 
77,000 to 41,000 ground troops plus, less air strength. 

There is some point where we will have to recognize either the 
necessity to increase our own forces, or pull out, do we not? 

General Taytor. Certainly that point of decision has not been 
reached. You point to a trend which will have to be watched very 
closely. 

Senator Symineron. Would you care to say how many divisions 
and air wings you think our friends can cut out of NATO before we 
have to face up to that decision? 

General Taytor. No; I would not like to be specific on the subject. 
I have always accepted General Gruenther’s and General Norstad’s 
estimate of the requirements for a shield. 

It is around 30 divisions. 

Senator Symineron. Can you tell us in an open session how far 
we are from that figure? 

General Taytor. Not specifically, but we are a high percentage. 


PUBLIC KNOWLEDGE OF AMERICAN POSITION 


Senator SyMinGTon. Inasmuch as we are having a great discussion 
over the country about the whole question of the cost of our defenses, 
do vou not believe the American people have the right to know? 

General Taytor. | think they do, sir. I think they realize there 
is a decrease of that ground shield which is a very important part of 
the defense of Europe and certainly it should be to our common 
interest to urge our friends to do better and contribute more. 

Senator SyMIneToN. So long as you understand my position, I be- 
lieve that NATO is important to the security of the United States; 
and, therefore, I believe it may be right for us to increase our forces 
over there instead of decreasing them. 

I do not say itis. I do not say itis not. But I do think we should 
not fool the American people about the current strength of NATO. 

You will agree with that? 

General Taytor. I will add also I agree entirely that any reduction 
of our forces in NATO will have very serious repercussions. 

Senator Symineron. But the same repercussions are true with 
respect to reductions in the French and British forces also, are they 
not? 

General Taytor. I think anything that we did in that direction 
would be much more significant and, be so regarded. 
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Senator Symincton. Primarily from the standpoint of the Germans? 

General Taytor. Yes. 

Senator Symineton. Have you read the British white paper? 

General Taytor. Yes, sir; 1 have not studied it to the degree that J 
would want to comment on it in any detail. 

Senator Symineton. Would you want to.comment on the theory of 
a central reserve as against having forces all over the world? 

General Taytor. 1 would not comment directly on it except to say 
that we in the United States are maintaining a central reserve of 
strategic divisions. 

At the same time there is requirement for overseas deployments, for 
somebody to be on the spot when anything occurs. 


DEPLOYMENT OF UNITED STATES FORCES 


Senator Symineton. How many divisions do we have in Germany? 

General Taytor. Five. 

Senator Syminetron. How many in Korea? 

General Taytor. Two. 

Senator Symineron. How many in the rest of the world outside of 
the Zone of the Interior? 

General Taytor. We have 1 in Japan, 1 in Alaska, 1 in Hawaii. 

Senator Syminetron. That is 10? 

General Taytor. Yes. 

Senator Symineron. We have how many in this country? 

General Taytor. We have 8 but will be down to 7 by June 1, 1957. 

Senator Symineron. That is what you would call our strategic 
reserve? 

Actually, we have more outside the country than we have in; is 
that correct? 

General Taytor. Yes. 


BRITISH DISCUSSION ON TROOP MOVEMENT 


Senator Symineron. The British, based on the white paper, are 
deciding to put practically all of their ground troops in England, then 
be able to move them rapidly to any place around the world. 

That, of course, will require a modern airlift, in quantity, if they 
intend to protect their nationals around the world. 

General Taytor. Except, of course, their distances are much 
shorter than ours if we are thinking in terms of Western Europe. 

Senator Symrneron. The white paper emphasized a continuing 
interest, at Yemen, for example, and Hongkong, those distances 
would require a strategic lift, would they not? 

General Taytor. Yes. 

Senator Symineron. So far as NATO is concerned, to be sure I 
understand your position as a member of the Joint Chiefs of Staff, 
you are worried about reductions in strength that have been made 
by our allies as against previous formal agreements; but you do not 
think those reductions yet endangers the American forces in question, 
and you do not want to comment on at what point you believe that 
danger will start; is that a fair analysis of your position? 

General Taytor. Yes, sir. I consider NATO essential to the de- 
fense of the United States. Within NATO an adequate ground shield 
for Western Europe is a vital part of the whole defense organization 
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and any reduction of that shield is something about which we should 
be concerned. 

I frankly have not thought it through to the point that I would be 
willing to say when I would feel the hazard is so great that we would 
consider withdrawing. 

I would not want to believe that that time would ever come. 

Senator Symineton. Inasmuch as you were frank enough to say 
you have not thought it through, when you do think it through, and 
with the premise that it will be considered classified, will you tell us 
at what figure you think they may be reduced before our own troops 
will be endangered? 

General Taytor. I will be glad to. 

Senator CHavez. We will get you before the committee in executive 
session and you can tell all of us. 

Senator Syminatron. Thank you, Mr. Chairman. 


COMMENDATION ON PRESENTATION 


Mr. Chairman, I would like to express my appreciation to the Secre- 
tary and the Chief of Staff of the Army for their very fine cooperation 
in the questioning that we have had today. I hope they understand 
that all we are trying to do is get information against which to appro- 
priate and that there is nothing contentious basically at all in the 
questions. 

Senator Cuavez. I assure the Secretary that the Senator from 
Missouri expresses the views of the entire committee. After all, the 
responsibility of this committee appropriating $38 billion of the 
American people’s money is quite a responsibility. 

Questions are asked in order to try to get information that will be 
objective and not in the way of criticizing him whatsoever. 

i want to thank the Secretary and General Taylor. 

Senator ELLenpEeR. Mr. Chairman, may I also express gratitude 
over these hearings. They have been very cooperative. Certainly 
I do not have anything in mind except to try to draw out the facts. 

I, of course, have used and I could use more of the information that 
I gained abroad, but most of it is all secret. I did not even write 
them in notes because I was afraid that I would lose my notes. 

There is one question that I wanted to ask which I overlooked. 


REDUCTION OF MISSIONS 


Mr. Brucker, in respect to all of the missions that General Taylor 
has been talking about that are scattered all over the world, par- 
ticularly in Western Europe, let us take in France as well as in 
Belgium, where they have not lived up to the Lisbon agreement, has 
an effort been made to reduce those missions? 

When I say reduce them, I mean the personnel at these missions. 

As I understand, and I want to be corrected if I am wrong, I gathered 
the information that we pay all expenses over there of the men we 
send, and I think the host countries furnish us accommodations, that 
is, Offices and things like that. That is correct, is it not? 

Secretary Brucker. That is correct, yes. 

Senator ELLenpreR. What effort has been made to reduce the num- 
ber of personnel at missions scattered all over the world? 
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Secretary Brucker. We are making a careful canvass of it. General 
Taylor and I have gone over the matter. I also, of course, have 
spoken with the other Secretaries and the Secretary of Defense about 
that very matter. 

There has not been a sizable, but a small decrease. We are working 
on it. I think as time goes along we will continue to work on it be- 
cause we realize that there are places where there ought to be some 
come out. But I would not want to mislead you, the number is not 
great because they are so small in the first place that it would not 
show quantitywise, but it would show the other way. 

Senator ELLeENpER. Mr. Secretary, I received information while 
traveling abroad that the number of personnel stationed at these 
missions could be appreciably decreased in the light of changes that 
have taken place in the last few months. 

The trouble that we are having in Formosa at present and other 
parts of the world—you are going to see much of it come up again— 
would not be happening, if there were less Americans around to handle 
the affairs of these peoples. I believe we should let these people 
handle their own business. 

Secretary Brucker. It is a triservice affair. I mean by that the 
Army, Navy, Air Force, each have their share and have their executive 
agency. 

For instance, in Formosa the Navy has charge of that. 

In others we do. In some others the Air Force does. 

It is a question from time to time of trying to get at it and to make 
the reductions that are advisable. 

I thank you for bringing it to our attention. 





PERFORMANCE OF MISSIONS 


Senator ELLenpeER. I wish to add that it was my understanding— 
and I may be in error—that when these programs were started that 
we were to remain in those countries for a certain number of years 
only. However, now it seems that the host countries desire for us to 
remain indefinitely. 

In 2 or 3 countries our mission had the sole task of looking after 
the equipment we sent there. If that is the only function that such 
missions have in those areas, I think they ought to be pulled out 
immediately. 

Secretary Brucker. Of course, we are very careful to follow up 
and see what happens to the equipment we furnish to them. We 
have got to have somebody do it. 

I think your point is well taken, and we can give it another look 
and press it. 

Senator ELLenpeER. Mr. Secretary, you would agree that the mission 
should be cut when it performs a mere supervisory function. 


STATEMENT REGARDING BUDGET REDUCTION 


Secretary Brucker. Yes; I agree with that. 

Mr. Chairman, may I just say this for the record, too: This morning 
there were some questions addressed to me with respect to that billion 
dollar proposed cut—that if a billion dollars was to be cut, what 
would we cut? 
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In connection with that I answered several questions, but I am 
informed by my associates that there were 2 or 3 questions that were 
posed that said “You recommended the cut in such and such a 
figure.” 

The response, of course, was given without pointing out in detail 
that the answer related to the paper that had to do with the billion 
dollar proposed cut which we were required to present. 

I hope that the record will be clear on that. What I was relating 
to was the answer to that question, that at no time did I, nor do I 
now, agree that we recommended or should recommend a cut of a 
dollar. And it was to that that I responded. 

IT am sure that the chairman will vouch that that is what I said 
this morning, or meant to say. 

Senator Cuavez. I do not recall every answer that you made, but 
I am sure that this statement you have just made will clear up the 
situation. 

Secretary Brucker. Thank you very much. 

General Taytor. May I add something? 

Senator Cuavez. Yes. 


STRENGTH OF MILITARY MISSION IN TAIWAN 


General Taytor. I would like to read in the record the statement 
with regard to the strength of our military mission on Taiwan, which 
has been under discussion. 

The strength of the ~ilitary mission in Taiwan has been 1,887 
total officers and men. We are reducing that, and after July 1 it 
will be 1,233, a reduction of 654. 

Senator Cuavez. I was told it was four hundred and something. 
I am glad it is six hundred plus. 

The committee wil stand in recess until Tuesday morning at 10 
o’clock in the appropriation room, F-39, of the Capitol. 

We thank vou for vour presence. 

Secretary Brucker. Thank you, Mr. Chairman. 

Senator Cuavez. We are through with ro for the moment, anyway. 

(Thereupon, at 4:20 p. m., Friday, May 24, 1957, the subcommittee 
was recessed, to reconvene at 10 a. m., Theses May 28, 1957 
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TUESDAY, MAY 28, 1957 


Unrrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS 


Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Dennis Chavez (chairman of the subcommit- 
tee) presiding. 

Present: Senators Chavez, Hayden, Ellender, Robertson, Stennis, 
Saltonstall, Bridges, Young, Thye, Smith, Dworshak, and Symington. 


DEPARTMENT OF THE NAVY 
OFFICE OF THE SECRETARY 


STATEMENTS OF THOMAS §S. GATES, JR., SECRETARY OF THE 
NAVY; WILLIAM B. FRANKE, UNDER SECRETARY OF THE NAVY; 
REAR ADM. WILLIAM G. COOPER, DEPUTY COMPTROLLER OF 
THE NAVY; REAR ADM. GEORGE F. BEARDSLEY, USN, ASSISTANT 
COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS; CAPT. 
DRAPER F. KAUFFMAN, USN, AIDE TO SECRETARY OF THE NAVY; 
ADM. ARLEIGH A. BURKE, USN, CHIEF OF NAVAL OPERATIONS; 
REAR ADM. RALPH E. WILSON, USN, DIRECTOR, GENERAL 
PLANNING GROUP, OFFICE OF THE CHIEF OF NAVAL OPERA- 
TIONS; CAPT. WILLIAM I. MARTIN, USN, AIDE TO CHIEF OF 
NAVAL OPERATIONS; CAPT. WILLIAM B. BRAUN, USN, ASSIST- 
ANT DIRECTOR, GENERAL PLANNING GROUP; GEN. RANDOLPH 
McC. PATE, USMC, COMMANDANT OF THE MARINE CORPS; 
BRIG. GEN. EDWARD C. DYER, USMC, ASSISTANT DIRECTOR OF 
MARINE CORPS AVIATION; AND MAJ. GEN. R. S. MOORE, SPE- 
CIAL ASSISTANT TO THE ASSISTANT SECRETARY OF DEFENSE 


(COMPTROLLER) 
BUDGET PRESENTATION 


Senator Cuavez. The committee will be in order. 

Secretary Gates, you are most welcome. We want you to tell us 
your story. 

Secretary Gatss. Thank you, Mr. Chairman. 

Do you want me to read my statement, Mr. Chairman? 

Senator Cuavez. As you prefer. 

Secretary Gates. Mr. Chairman, members of this committee, this 
is my first appearance before the Senate Appropriations Committee 


161 


i nada sites 


Loree fo 


ST eee 








162 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


in my present capacity as Secretary of the Navy. It is a privilege 
to be here. It is also a great responsibility. 

I will limit my discussion of the budget to budget principles and 
the philosophy upon which it is based. Admiral Burke and General 
Pate will provide in their statements more of the details of the pro- 
grams which justify our request for funds. 


MISSIONS OF THE NAVY 


The Navy is an integral part of the defense team of this Nation. 
The missions of the Navy are well defined. Its responsibilities are 
worldwide in scope. Its tasks are thoroughly coordinaied with those 
of the Army and the Air Force. The Department of the Navy budget 
is predicated upon a team effort by the three departments. 

i firmly believe that the defensive bulwarks of our Nation must be 
built upon a strong, flourishing economy. Our defenses are the de- 
fenses of the free world as well. The destruction of these defenses 
can be accomplished without striking a blow if the foundations of our 
national economy are undermined by unwise financial programs. 

In preparing the Navy budget we have consistently adhered to 
the principle that each and every program which the Navy under- 
takes must be essential to the defense of the Nation, adequate in 
scope and must be reasonable from the standpoint of the overall 
national economy. 


GUARD AGAINST AGGRESSIVE COMMUNISM 


Our Nation must maintain its guard against the aggressive com- 
munism of the Soviets. This may be accomplished in either of two 
ways. 

If we have cause to fear a sudden, overwhelming attack, we should 
be fully mobilized and armed to the teeth. 

On the other hand, it may be possible to forestall an overt attack 
by maintaining a certain degree of preparedness of our Armed Forces. 
It is obvious that the first procedure could be carried out only for a 
relatively short period of time before plunging the Nation into 
bankruptcy. 

The second method is the one which has been accepted by those 
responsible for our national defense as that which is most suitable 
for the conditions which face us today. 

The Department of the Navy fully supports this position. We are 
maintaining our forces for the long pull of the cold war, ready for 
action on an instant’s notice, yet we are living within our means. 

Such a policy involves risk; as new weapons are developed, we 
would like to make as rapid turnover as possible in order to com- 
pletely modernize our forces and equipment. However, such a proc- 
ess would involve astronomical costs. 

Therefore, we must accept a risk by phasing in our new weapons 
and equipment over a fairly long period of time. One result of this 
policy is that the ships of our Navy are still, for the most part, those 
which we had on hand at the end of World War II. However, in 
those areas which we consider most urgent, the Navy is moving ahead 
more rapidly, in the air, undersea, and in the field of missiles. 
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BUDGET DESIGNED TO SUPPORT BALANCED NAVY 


Every effort has been made to maintain a proper balance between 
the application of resources for future strength and for current readi- 
ness, as well as between offensive and defensive forces and programs. 
The budget submitted to you, therefore, is designed to support a bal- 
anced Naval Establishment, which we consider can and must meet 
the world situation we face today and tomorrow. 

To obviate the costly expansions and contractions which have 

lagued our national-defense structure in the past, the Department of 
lease has adopted a long-range planning approach in developing a 
level program of expenditures for the Armed Forces. The pattern of 
stable budgets permits better planning and wiser spending. This 
feature of thin management, plus the modern management sys- 
tems that have been introduced in the services, contributes toward a 
sound, strong, defense program. Our planning and our management 
reflect our deep interest in maintaining our country’s economic 
strength as well as her military capability. 

These are the basic principles and the philosophy upon which the 
Department of the Navy has developed its budget for fiscal year 
1958. 


OBLIGATIONAL AUTHORITY REQUESTED 


As approved by the President of the United States and transmitted 
to Congress for approval, the Department of the Navy is requestin: 
new obligational authority amounting to $10,497 million for fisca 
year 1958. While this amount is about $500 million greater than 
authorized by Congress last year, we are faced with fixed increases in 
costs which largely offset this apparent increase in our fiscal year 1958 
budget. 

The funds requested for our military construction program are not 
included in this amount. This program, so essential to providing the 
operational facilities most urgently needed by our modern Navy and 
Marine Corps, will be transmitted to you later. 

I should like to acquaint you with a few of the areas and programs 
which are contained in our request for $10,497 million. 


MILITARY PERSONNEL 


The fiscal year 1958 budget contains funds for a Navy begin-and- 
end strength of 675,000 officers and men, including 6,500 in the 
officer-candidate categories. 

Senator CHavez. Will you elucidate on that a little? Give us a 
little detailed description of what you mean by that phrase. 

Secretary Gates. The ead strength, sir, is 675,000 officers and 
men in the Navy. The 6,500 figure mentioned is aviation cadets, 
the midshipmen at the Naval Academy, and the officer candidates at 
our Officer Candidate School at Newport, R. IL. 

Senator Cuavez. Proceed, please. 

Secretary Garres. The Marine Corps begin and end strength will 
be 200,000 officers and men; planned distribution of these personnel 
will provide for substantially the same operating forces as in fiscal 
year 1957, and will continue the support and training establishments 
at minimum levels of adequacy. 
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FUNDS FOR STANDBY MARINE CORPS DIVISION 


Senator Cuavez. Mr. Secretary, in that respect, the last appropria- 
tion bill, as I recall, contained some extra money for the Marine Corps 
in order to have a standby division. What happened to that money? 

Secretary Gatsrs. I believe, Mr. Chairman,-that was the year before 
last, was it not? I believe that money was not apportioned by the 
Secretary of Defense. 

Senator Cuavez. Forty million dollars, I believe. 

Secretary Gates. I am sorry, sir; I cannot answer that question. 
Can I supply the answer to you? 

Senator Cuavez. The clerk tells me it was $46 million in 3 different 

arts. 
" General Parr. My impression is that it was $40 million. As the 
Secretary has said, the Secretary of Defense did not apportion it. 

Senator Cuavez. I know he did not. But what happened to it? 

General Pats. I do not know what they did with it. 

Senator Cuavez. Do you recall, Mr. Secretary? 

Secretary Gates. No, Mr. Chairman: I do not. 

Senator Cuavez. General Moore, can you answer that question? 


USE OF APPROPRIATION 


General Moors. The appropriation made, as I recall—it has been 
2 years now—was a l-year appropriation, and the amount of that 
appropriation which was not used lapsed. 

Secretary Garss. I think that is correct. 

Senator Cuavez. You may proceed, Mr. Secretary. 


OPERATING FORCES 


Secretary Gates. The structure of our operating forces in fiscal 
year 1958 will be similar to that of fiscal year 1957. We plan to oper- 
ate about 980 ships and about 9,700 Navy and Marine Corps aircraft. 

We will also have 3 Marine divisions and 3 Marine air wings, welded 
together into air-ground teams, equipped with a variety of modern 
weapons and perfecting new techniques of amphibious warfare. From 
those operating forces come the units which form the fleets and fast, 
mobile task forces which provide the means for projecting our military 
strength to the critical areas overseas, including the support of our 
own and Allied forces. 

Our task forces are able to fight, offensively and defensively, above, 
on, and under the sea, and on land, on or behind the beaches. We 
have a powerful military package, endowed with versatility and 
strength, one which moves swiftly to any spot where strength is 
needed. 

Not only would our forces play an important role in a global war, 
but they are tailor made for the situations that constitute the major 
threat to the peace of the world today. 

The demands of our policy in peace and our strategy in war require 
that we continue to maintain such forces at high states of readiness 
and modernity. 

In the climate of the era in which we live, we cannot afford to do 
otherwise. 
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EXAMPLES OF DETERRENT EFFECT 


Recent examples of the deterrent effect of such forces, in the 
interest of world peace, have been the Suez and Jordan incidents. 
At the time of such crises the availability of such mobile and self- 
sufficient military organizations as the Sixth Fleet, has proven to be 
invaluable. This fleet, ready for any eventuality, is the major instru- 
ment of power of the United States in the Mediterranean, and every- 
body knows it. 

During fiscal year 1958, 23 new ships will join the fleet, 1 being the 
Ranger, a Forrestal-type carrier, 5 conventional destroyers, 3 ocean 
minesweepers, 4 ocean escorts, 6 tank landing ships, 2 nuclear and 2 
guided-missile submarines. 

Ten other ships converted with new and modern equipment will 
join the fleet, such as the attack carrier Midway, a guided-missile 
cruiser capable of firing the long-range Talos missile, an attack 
transport, a seaplane tender designed to handle and support our newest 
and largest type seaplanes and 6 escort picket vessels to add to the 
Navy’s early warning net at sea off the 6,000 miles of coastline of the 
United States. 

These new and modern ships contribute very significantly to the 
mobile striking power of the Navy. 


ALLIED FORCES IN MEDITERRANEAN 


Senator ELLeNnpeER. I notice that you mention the Mediterranean 
Fleet and describe a number of vessels there which you intend to add 
in the future. 

Do our allies have similar vessels in this area or are we carrying the 
whole load? 

Secretary Gates. Yes, there are vessels of our allies in the Mediter- 
ranean. 

Senator ELLENDER. Can you tell how they compare with ours in 
number and what’s their contribution? 

Secretary Gates. I would prefer to have Admiral Burke tell you. 
He can tell you more specifically. 

Admiral Burks. The Allied forces other than the Sixth Fleet con- 
sist of British forces, and they usually maintain 1 carrier, 1 or 2 
cruisers, and about 15 to 20 destroyers and smaller craft, such as 
minesweepers, in the area. That is the British. 

The French main base is in Toulon. The French have 2 CVL’s, 
4 or 5 cruisers, about 10 big destroyers. 

Senator ELLENDER. That is where they usually keep their Navy. 

Admiral Burke. That is where they usually keep their Navy. 
ane ELLENDER. Is it considered part of your Mediterranean 

eet? 

Admiral Burke. No, sir. Our forces are earmarked for NATO, 
but they come under NATO command only in case of war. 

Senator ELLtENpDER. What about the French fleet at the moment? 

Admiral Burke. The French fleet and the British are in the same 
status. 


Senator ELLeNpER. Under whose command are the French and 
British? 
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Admiral Burke. Under national command, sir. In other words, 
the French fleet is under the French command, the British fleet is 
under British command. 

Now, we have exercises, of course, in which we put our forces under 
the command of a commander for that particular exercise. 

Senator ELLenperR. But aside from these exercises are we to 
understand that our forces are under the United States command? 

Admiral Burke. Under United States command right now. 

Senator ELLENDER. And the British under the British command? 

Admiral Burke. Yes, sir. 

Senator ELLENpER. And the French under the French command? 

Admiral Burke. Yes, sir. 


COORDINATION OF EFFORTS 


Senator ELLeENpER. How do you coordinate your efforts? For 
instance, sometime ago when you sent the fleet, our fleet, to the 
Middle East? 

Admiral Burke. We inform the British fleet and the French fleet, 
the Turks and our other allies of any operations in which there might 
be interference. 

Senator ExLtenpeEr. You did this on your own. The others did not 
follow you, did they? 

Admiral Burke. No, sir. The United States forces operate under 
United States command, sir. 

Senator ELLtenpER. You took it upon yourself to proceed to the 
Middle East without getting assistance from the French or the 
British? 

Admiral Burke. The United States did; yes, sir, not me, versonally. 

Senator ELLENpDER. Do you think that was the proper thing to do? 

Admiral Burke. Yes, sir. 

Senator ELuenper. If anything had happened we would have been 
the only force engaged? 

Admiral Burke. It depends on what happened, sir. 

Senator ELLENpER. I know. 

Was the show of power the reason for your appearance there? 

Admiral Burke. The reason for the appearance was to protect 
United States citizens, sir. We evacuated about 3,000 citizens. 

Senator ELtenpErR. That was the only reason? 

Admiral Burks. That, and also to have forces available in case 
anything was needed. 

Senator Cuavez. Proceed, Mr. Secretary. 


JET AIRCRAFT AND HELICOPTER DELIVERIES 


Secretary Gatsrs. The delivery of new jet aircraft to the fleet, such 
as the A3D, A4D, and FS8U, is also increasing out striking ability. 
Such aircraft armed with the most modern weapons, can perform at 
great ranges and at high speeds and extreme altitudes. 

Helicopters are being delivered to the Marine Corps in greater 
numbers. This increases the Marine Corps’ capability in amphibious 
assault by the new vertical envelopment landing techniques. 
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NUCLEAR SUBMARINE OPERATIONS 


During fiscal year 1958 the Navy will have in operation three 
nuclear submarines. These units will be active units of the fleet, 
carrying on the functions of a conventional submarine with the ad- 
vantage that they will not have to be refueled at such frequent inter- 
vals and can remain submerged almost indefinitely. 

One of these submarines is the first one the Navy built, the Nautilus. 
It has now operated for 2 years, traveled over 60,000 nautical miles, 
and has just a refueled for the first. time. 

The refueling was accomplished with no difficulty and in less time 
than estimated. It adds to the success we are experiencing in this 
field. 


INCREASE IN STRIKING POWER DUE TO GUIDED MISSILES 


With the use of guided missiles in the fleet, our striking power has 
also increased. ‘The weapons to be used for air-to-air combat in fis- 
cal year 1958 will be the Sidewinder and Sparrow I. These missiles 
are capable of being fired from our high-performance aircraft at high 
altitudes. They have a high-kill capability. 

Some of our newest ships in the fleet are equipped with the latest 
missiles such as Terrier and Regulus, to better provide a defensive 
and offensive capability. 


INCREASE IN MAINTENANCE AND OPERATING COST 


The cost of maintaining and operating the Naval Establishment 
in fiscal year 1958 will be higher than in fiscal year 1957 in spite of 
the fact that the size of the Navy and Marine Corps has not increased. 

Here, again, we face the facts of life. Costs of labor, materials, 
fuel, and transportation have increased. Maintenance of the newer, 
more complicated ships, aircraft, weapons, and equipments is 
expensive. 

The scope and tempo of operations imposed upon our forces today 
have increased, wearing out our older units faster, and creating a 
greater need for repair and overhaul to keep them in an acceptable 
state of material readiness. 

Every effort must and will be continued to offset the trend of 
increasing costs with the economies that can be gained by good 
management practices and internal efficiency. 


ANNUAL REVIEW OF FORCES 


Senator ELLENDER. To what extent do you discuss the need for 
increasing the number of ships and striking power with our allies, 
the British and French? 

Admiral Burke. Each nation provided about 5 or 6 years ago 
those forces which they could provide. Then they started the sys- 
tem of an annual review in which each nation submits what it thinks 
it can do and what it would like to be able to do. That is gone over 
by the NATO bodies. 

Senator ELLENDER. You are talking about NATO now? 

Admiral Burke. Yes, sir; and all the NATO countries—these 
annual reviews of all nations are coordinated in the standing group of 
NATO and then they determine in that standing group what nations 
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should be able to provide, what their goals should be, what they should 
strive for, and how it can be provided. 

Senator Ettenper. To what extent have those goals been met? 
Have the goals been increased or decreased by our allies? 

‘Adenia Burke. The goals were high to start with. The goals in 
general have not been met. 

Senator ELLENDER. You mean by our allies? 

Admiral Burke. By our allies, yes. , 

Senator Ettenprer. How about us?: 

Admiral Burxe. Ours in general have been met. 

Senator ELLenprr. And surpassed, have they not? 

Admiral Burke. No, sir; they have not been surpassed. They 
have just about been met. 

I am speaking in generalities. In some instances we have not met 
our goals. 


NEED FOR STRIKING FORCE IN ADDITION TO NATO COMMITMENT 


Senator ELtenper. From talking to some of our people abroad, I 
gathered that we thought it was necessary to have a striking force of 
our own in addition to NATO in case the worst came. Can you shed 
any light on that? 

Admiral Burke. I do not think so, sir. I think what may have 
caused that is that every nation, of course, has not only a NATO 
war plan, but its own in case something happens. You have to make 
plans for the use of your own forces. 

Senator ELLtenper. I gathered that this was necessary because we 
could not rely on our allies reaching the goals that had been established 
at Lisbon. Therefore, the people on the Washington level found it 
necessary to have a more or less independent fighting power, that is an 
independent capability. 

Admiral Burke. What you might be thinking of is the situation of 
SAC. SAC is a national command and does not come under inter- 
national command. This was done so that United States authorities 
would control it. 

Senator Exuenper. Is that a division of all services, or simply the 
Air Force? 

Admiral Burke. It is an Air Force command. It is under the 
Joint Chiefs of Staff. 


Senator EttenpErR. The Navy has nothing to do with it? 


CERTAIN FORCES EARMARKED FOR NATO 


Admiral Burke. No, sir; we earmark certain forces for NATO. 
They are not our entire naval forces. 

Senator ELLeENpER. When you say earmark a certain force for 
NATO, you mean in time of war? 

Admiral Burke. We say now that we will provide so many carriers 
for NATO, so many different types of ships. 

Senator ELLENpDER. That is in peace? 

Admiral Burke. That is in peace. We will provide them in time 
of war. We don’t assign them to NATO in time of peace. They 
are just earmarked. They are assigned to NATO in time of war. 

Senator Ettenper. Aside from that, our fleet can be used as we 
see fit. 
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Admiral Burke. Yes, sir. The ships in the Atlantic come under 
the NATO command. The ships in the Pacific do not, in general. 

Senator ELLENDER. Are we to understand that all of our fighting 
capabilities in the Atlantic are partially under NATO at the present 
time? 

Admiral Burke. No, sir; there are no ships in peacetime, no United 
States ships in peacetime under NATO command. They are ear- 
marked for NATO. 

In time of war, they would go under NATO command. The 
majority of the ships in the Atlantic are so earmarked. 

Senator ELLENDER. Does that same thing hold true for the rest of 
our allies? 

Admiral Burke. Yes, sir; the same thing. 

Senator ELLteNpER. And they have ships and fighting strength 
earmarked for NATO? 

Admiral Burke. Yes, sir. 

Senator ELtenprerR. And for their own use? 

Admiral Burke. In some instances for their own use, and in some 
instances not. It depends on the nation and her responsibilities in the 
Pacific, usually. 


EFFECT ON NAVY OF FAILURE OF ALLIES TO MEET GOALS 


Senator ELLenpER. Admiral, to what extent did you find it neces- 
sary to increase our fighting power because our allies did not comply 
with the goals agreed upon 3 or 4 years ago? 

Admiral Burke. We did not increase them because of that, sir. 
The lack of reaching force goals was primarily in the German 
Army—— 

Senator ELLENDER. We are talking about the Navy now. 

Admiral Burke. I know. But they are all tied together. All 
these force goals are studied together. Army, Navy, and Air Forces 
are all studied in one package because they all contribute to the same 
thing and they are interrelated to some degree. 

But we have not increased our Navy because of what the—— 

Senator ELLENDER. You mean to tell this committee that if the 
goal that had been set 4 years ago had been met we would be spending 
as much for the Navy as now requested? 

Admiral Burke. Yes, sir. 

Senator ELuenper. With all due respect, I would like to believe 
that. I wish you would explain it fully. 


POSITION OF ALLIES 


Admiral Burke. All right, sir. Let me explain it. 

Take Greece, for example. The Greek Navy supports primarily 
the Greek Army. Greece is a series of small inlets, it is all on the 
coast. 

The primary job of the Greek Navy is to support the Greek Army 
and to protect the sea area among the Greek islands. 

Now, they have not quite reached their goals, but we do not intend 
to fulfill that mission. They will have to do the best they can. 

Senator ELLenpeErR. Of course, that is for their own protection. 

Admiral Burke. That is their own protection. 

Senator ELLENpDeER. I can understand that. 
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Admiral Burks. That is all they can contribute to NATO. The 
same thing is true of Turkey. 

We have loaned to Turkey some submarines and other ships which 
they will operate in probably the Black Sea, but they do not operate 
in the Mediterranean. They have never been expected to operate 
in the Mediterranean. 

France has nearly met her goals, not quite. She has built quite a 
few ships. 

Italy has not yet met her goals, but still not far off. 

Britain has met her goals for some time and now she has reduced 
herself, is in the process of reducing herself, her Navy, but still her 
feos job is to protect her shipping lines. She will do that with the 
orces she has available. 

Senator ELLenpER. Does the same thing apply to France as in the 
case of Greece and in the case of Turkey. 

Admiral Burkes. That is the primary duty of the nation, any 
nation, to protect their own waters. So they do that. 

But France will have enough ships left over to contribute to escorts, 
mostly of convoys proceeding from Africa to the Continent, but also 
to the transmediterranean countries. 

So they will have a little bit in the Atlantic, even. 


DECREASE IN GOALS 


Senator ELteNpER. When you speak of the British and French 
aaa met their goals you mean the decreased goals from the original 

an? 
‘ Admiral Burxn. The goals change each year. Our goals too, but 
not very much. They are modified to some extent. 

Senator Ettenper. But in striking power and in cost they have 
not changed at all, have they? 

Admiral Burke. No. 

Senator E.tenper. In other words, the United States is the only 
country who has adhered to goals fixed 4 or 5 years ago. 

Admiral Burke. That is not quite right, sir. 

Senator ELLENpER. To what extent have our goals been decreased 
from 4 or 5 vears ago? 

Admiral Burxer. Some of the other nations have come very close 
to fulfilling theirs, too. 

Senator ELLENpmR. I know, but the reduced goals, changed goals 
from 4 or 5 years ago? 

Admiral Burke. In some cases they have been, in some cases they 
have not. 

Senator ELLENDER. I won’t pursue it further, Mr. Chairman. 

Admiral Burke. We are dealing with a whole series of nations. 

Senator E.ruenper. I know that. We are dealing with a series 
of nations, but most of the nations try to protect themselves and we 
not only try to protect ourselves, but we also protect them. 

We are carrying the whole load in the southeast Asia area. Our 
allies are not helping us there. They always fish in their own grounds. 

The British are scattered all over, but only to protect their own 
shipping routes. 

Senator Cuavez. Mr. Secretary, proceed, please. I do hope that 
we will let the Secretary of the Navy finish. 
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Senator ELLenpErR. I asked the question before, Mr. Chairman. I 
did not want to interfere while the Secretary was making his statement. 

Senator CHavnz. That is all right. 

You may proceed, Mr. Secretary. 


MAJOR PROCUREMENT 


Secretary Garus. The atomic-supersonic-nuclear weapon-missile age, 
is here. There is no turning back. We cannot hide from it or ignore 
it in the hope it will disappear. We must learn to live with it and 
adopt our will, as well as our strength, to the facts it imposes. 

To be an effective force, your Navy and Marine Corps must con- 
tinue to have effective weapons mounted on the most effective plat- 
forms, ships, aircraft, and helicopters. The Marines must be able to 
land and fight with modern equipment ashore. 

This requirement dictates that almost 40 percent of our budget 
request be allocated to the category of major procurement. 

Our shipbuilding and conversion program is a long-range one, 
carefully considered and under constant review. The cost of modern- 
izing and rejuvenating our fleet must be distributed into yearly 
increments, therefore, each year’s program provides only for our most 
urgent requirements. 


NEW OBLIGATIONAL AUTHORITY REQUESTED 


Accordingly, for fiscal year 1958 we are requesting new obligating 
authority amounting to slightly over $1.5 billion to build 19 new 
ships and convert 12 existing ships of various types. 

With the success we have attained with nuclear propulsion, we are 
now in a position to put nuclear power in a major warship. Our 
budget includes a request for funds for the construction of a nuclear- 
power attack aircraft carrier. The new aircraft carrier design has 
unfolded a host of significant advances in equipment and components. 
For example, her catapults will be a new powered type which will 
develop almost twice the launching energy of existing catapults. 
Her powerplant, with its self-contained nuclear fuel, will make 
available space normally reserved for oil tanks. Thus, it will be 
possible for her to carry a greatly increased amount of aviation fuel 
for her planes and other stores. This will mean less dependence on 
logistic support and more days on the firing line. 


ADVANTAGES OF NUCLEAR POWER 


Moreover, with a nuclear powerplant, the need for uptakes and 
stacks is eliminated and the “island” arrangement can be much 
more flexible. This leaves more space on both the hangar and 
flight decks for airplanes and deck handling equipment. 

Thus, you can see that nuclear power for the mobile airbase gives 
these important advantages: 

1. Spectacular endurance; 

2. High sustained cruising speed ; 

3. Greater freedom from sea-based logistic support; 

4. Improvements in design permitting more effective operations; 
and 

5. Improved protection from atomic attack. 
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This ship, along with the Forrestal and Saratoga, now serving so 
effectively in the fleet and their contemporaries, now under construc- 
tion, will serve as the powerful core of the Navy’s offensive power. 


DESTROYER REPLACEMENT 


Our destroyer types are the workhorses of the fleet, capable of 
executing many types of offensive and defensive missions. A great 
= of our destroyers were built in World War II and are 

ecoming overage at the same time. We are, therefore, devoting 
special emphasis to their replacement. In fiscal year 1958 we are 
requesting funds to build 5 destroyers and 8 frigates. These ships, 

ill be the finest antisubmarine ships in the world. 


GUIDED MISSILE PROGRAM 


In addition, all will have guided missiles to increase our air defense 

capability. 
our submarines are being requested, all to be nuclear powered. 

Three will be designed with the capability of firing guided missiles, 
and the fourth is to be a submarine designed to hunt and kill other 
submarines. They will all have the Albacore-type hull that has 
proved so efficient in speed and maneuverability. 

A new amphibious helicopter landing ship is being requested for use 
by the Marine Corps. With this ship the Marine Corps will be able 
to further its capability in vertical envelopment tactics. 


CONVERSION PROGRAM 


The conversion program includes three cruisers to be converted to 
guided missile ships, 1 attack carrier modernization, 1 escort carrier 
to serve as a seaplane tender, 3 auxiliaries for ocean survey ships, and 
4 Liberty ships to be radar picket station ships to augment our early 
warning coverage of the coastline of the United States. 


AIRCRAFT PROCUREMENT 


The procurement of new aircraft is of fundamental importance. It 
is a program that has carefully been studied with requirements and 
costs both serving as the basis for decisions. The funds requested in 
this budget will provide for procurement of about 1,200 new high- 
performance aircraft. These aircraft, plus those founded in prior 
years, will equip our aircraft carriers with modern planes capable of 
carrying the attack to the enemy in a more efficient manner. 

They will also replace the attrition and wear-out of aircraft through 
calendar year 1959. 

Funds for initial production of several new models are included in 
our budget request. This is necessary to keep the naval air arm in a 
state of modernity for future years. 

The Navy’s increasing emphasis on guided-missile warfare is shown 
by the increase in funds requested for this type of weapon. The 
guided missile has been proven as a most devastating, fast, and ac- 
curate delivery of destruction to an enemy. Our increased produc- 
tion of inservice missiles, as well as the introduction of improved 
missiles and other weapons, will improve our fleet’s combat effective- 


ness. 
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RESERVE COMPONENTS 


The Department of the Navy’s program for the Reserve forces is 
based fon improving the proficiency of both the individual and the 
unit to the level required for readiness for mobilization. We expect 
to do this as quickly and as efficiently as possible. The program will 
be Saceladdiiisenisinianad by the construction of Reserve training 
facilities. These new facilities will stimulate the interest of the indi- 
vidual and provide up-to-date training through the use of modern 
equipment and training aids, thereby causing more active participa- 
tion by the Marine Corps and Naval reservists. 


RESEARCH AND DEVELOPMENT 


This year’s request for funds for this program is about the same 
amount as last year’s. It is evident that this contributory program 
to our military preparedness is paying dividends. Its product is 
represented by new and more accurate weapons, better equipments, 
and faster ships and aircraft. It covers the broad fields of the mili- 
tary science, covering all the various ramifications of military tactics 
and doctrine. Highest priority will be given to the continued devel- 
opment of striking power, antisubmarine warfare, and fleet air de- 
fense. Included as a high priority item is the ‘Fleet ballistic missile.”’ 
There must be no lessening of effort in the field of research and de- 
velopment if we are to attain and maintain military advantages. 


EFFECT OF HOUSE ACTION 


I have addressed myself to some of the programs which support 
our request for funds as contained in the President’s budget. In 
recent days the House Appropriations Committee has recommended 
certain funding reductions to this budget. 

While it is too early to present to you any conclusions in detail at 
this time, it is evident that the Department of the Navy cannot 
absorb reductions of the magnitude recommended without seriously 
impairing certain programs and the proper balance which must be 
maintained between programs and appropriations. 

It must be appreciated that price and cost determinations for our 
budget request were computed almost 1 year ago. We did not allow 
for probable increased costs of labor, material and transportation, 
which are now factual. While we will endeavor to pay such in- 
creased costs, as was necessary in fiscal year 1957, by achieving even 
greater efficiency and economy in our use of funds, we cannot in addi- 
tion absorb budgetary reductions. This is especially true in the 
appropriations which support the maintenance and operation of the 
Navy and Marine Corps. We are dedicated to improving our man- 
agement and to better programing and utilization of our resources. 
However, there is a limit to the improvement that can be effected in 
any 12-month period. The Department of the Navy budget for 
fiscal year 1958 has already been reduced during the budget review 
process to effect those economies which can realistically be achieved 
during the fiscal year. 

The House committee has recommended certain reductions due to 
savings to be gained from price redeterminations. These savings 
cannot be realized particularly in the procurement programs for air- 
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craft and for the construction of ships. The costs of building aircraft 
and ships have risen since the budget estimates were formulated. It 
will not be possible to procure the ships and aircraft programed this 
year, or in prior years, if original budget estimates are reduced. Any 
cutbacks of ships or aircraft will i impair our future military readiness. 


ELIMINATION OF FUNDS FOR SEAPLANE-TENDER CONVERSION 


Deletion of the cost of conversion of a seaplane tender programed 
to accommodate our new large P6M seaplanes has been recommended 
by the House committee. Procurement of these seaplanes has been 
programed. Funding the conversion of this seaplane tender is essen- 
tial in fiscal year 1958 if these aircraft are to be properly maintained 
and supported in the deployment scheduled for these aircraft. 

The House committee also recommended that production of 1 of 2 
types of similar aircraft be eliminated in fiscal year 1958. These air- 
craft are the F-4H-1 and the F8U3—all-weather supersonic aircraft 
of the most advanced type. We could not hope to attain the best 
possible aircraft for the planned modernization of our carrier aircraft 
if we did not proceed with the development of these two models. 


FUNDS TRANSFER RECOMMENDED 


The House committee recommended the transfer of $190 million 
from the Navy and Marine Corps stock funds and the naval industrial 
funds to the appropriation ‘‘Military personnel, Navy,” and in the 
belief that this amount in reserve is excessive and not required for the 
efficient operation of these stock and industrial funds in fiscal year 
1958. In the interest of overall economy the Department of the Navy 
will not oppose the transfer and use of these funds. However, it must 
be realized that reduction of the stock funds in the amount proposed 
will reduce the ability to procure mobilization reserve stocks should 
the readiness situation require such provisioning. 

I have discussed just a few of the actions proposed by the House 
committee, primarily to present examples of the impact of any such 
contemplated reductions in the Department of the Navy’s budget. 
Navy and Marine Corps officials who appear before this committee 
later will welcome the opportunity and be fully prepared to explain 
these effects, as well as those of other proposed reductions, in greater 
detail. 

CONCLUSION 


The budget presented to Congress by the President of the United 
States for the Department of the Navy was tailored to meet our 
minimum requirements. It was a carefully planned, calculated, and 
reviewed estimate of the cost of our programs to maintain control of 
the seas, and to insure our ability to exploit the seas as a maneuvering 
ground for our military forces. It provides immediate combat read- 
iness and allows a steady movement toward the modernization of our 
combat forces and, to a lesser degree, of the supporting shore estab- 
lishment. It represents a determined effort on the part of the De- 
partment of the Navy to get the most defense for the taxpayer’s 
dollar. Of necessity, it is, and must be constituted to meet a variety 
of military contingencies. 
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Only a drastic change in world affairs can permit major readjust- 
ments in our naval program, and this budget which supports it. 

Senator CHAvez. Senator Hayden. 

Senator Haypren. Although I come from the land of dry rivers and 
no harbors, I have always believed in the Navy. I want to compli- 
ment the Secretary on a very clear-cut statement. 

Secretary Garrs. Thank you, Senator Hayden. 


EQUIPMENT OF NAVAL VESSELS WITH MODERN WEAPONS 


Senator CHavez. Mr. Secretary, you spoke of having an active 
fleet of about 980 ships. Many of these, I realize, are not combat 
vessels. But of those which are, can you tell us how rapidly they 
are being equipped with the most modern weapons? 

For ex: <ample, are you equipping any but the newest ships with mis- 
siles such as Terrier and Regulus? Or are we going to have an only 
partly modern navy? 

Secretary Gates. Mr. Chairman, everything is a matter of degree. 
We are converting some of our existing cruisers to Terrier and Talos 
missiles. 

The only new cruiser we have under construction is the nuclear- 
powered cruiser which was approved last year. 

In the case of our destroyers, we are building new guided-missile 
destroyers to replace the World War II destroyers that are getting 
overage. 

Senator CuHavez. Then for your purpose you have a modern navy? 

Secretary Gares. To the degree that the budget, looking ahead 15 
or 20 years, can afford it, to modernize as rapidly as we can to do the 
things we have to do. 


POTENTIAL SUBMARINE THREAT 


Senator Cuavez. Mr. Secretary, the American public has read a 
great deal about the potential submarine threat that exists against 
this country in the event of war. 

We are in open session, with news reporters right here. Therefore, 
I was wondering if there was anything you could tell the American 
people of a reassuring nature as to the countermeasures we have under- 
taken and accomplished. 

Secretary Gates. As to what we have undertaken? 

Senator Cuavez. The countermeasures that we have undertaken or 
tried to accomplish in order to meet the submarines if we were to have 
a war? 

Secretary Gates. Mr. Chairmaa, I am a civilian and this is a mili- 
tary question. I will answer it as a lay person, but you should address 
it also at a later time to Admiral Burke. 

Senator Cuavez. I should think the Secretary should know about it. 

Secretary Gates. Yes, sir. Navy considers this as one of its most 
important and high-priority missions. 

Senator Cuavez. We do not want you to give us anything that you 
might consider classified. Naturally, when the press say the Russians 
have all kinds of submarines in the Atlantic, the people would like to 
know or be reassured that we are doing something about it. 
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Secretary Gates. I can reassure you, Mr. Chairman, the Soviets 
have, for unclassified figures, over 450 submarines. 

Senator Cuavez. What are we doing about it? 

Senator Symrneton. Will the Chairman yield at that point? 

Senator Cuavez. Yes. 

Senator Symineton. You have used that figure of 450 submarines 
over a year. Does that mean they are not building any more? 

Secretary Garzs. No, sir. 

Senator Symineron. Then why do you not change the figure? 

Secretary Gares. I think we could change ‘it in executive session, 
Senator Symington. 

Senator Symineron. Thank you, Mr. Chairman. 

Senator CuHavez. Admiral Burke, can you tell us something about 
that, that is not classified? 


EXTENT OF RUSSIAN SUBMARINE MENACE 


Admiral Burxs. The Russian submarines menace is great. They 
do have over 450 submarines. They are building submarines, as 
Senator Symington points out, all the time, at a rapid rate. 

That 450 submarines again, as Senator Symington points out, was 
a figure as of about the first of the year. They have built undoubtedly 
more since then. Those figures come from agreed intelligence. That 
is why they are used until we get another agreed intelligence figure 
so that we don’t have small variances in our figures. 

The Russian submarines are good, their new ones. They are good 
submarines. As they have expanded their submarine force they have 
commenced to operate a little further at sea. They have submarines, 
of course, in the Pacific and their Siberian ports, in the Baltic, in the 
North Sea, and in the Black Sea. 

An antisubmarine war that we will have to undertake is a war of 
attrition. There is no one way of getting all the submarines all at 
once. It is a war of attrition, of beating them down. 

During the last war, as you remember, they had an exchange rate. 
So many submarines sunk for so many merchantmen sunk on our side. 

In the early days of the war, and about the first half of the war the 
exchange rate was very high in the German favor. Finally, by the 
use of hunter killer forces and other methods, we were able to bring 
down the exchange rate to where we got more submarines than they 
got merchantmen. 

In an attack on submarines the first thing is to destroy the sub- 
marines at their bases. 

The next thing we do is to mine all their exits, To mine the exits 
from the Baltic, to mine the exits from the Black Sea and all the other 
places where we can mine. We will get some submarines by that 
method and make them expend a tremendous effort in sweeping mines. 

Senator Cuavez. In other words, you consider the hazard rather 
dangerous? 

Admiral Burkes. Yes, sir. 

Senator CHAvez. And you are doing something about it? 

Admiral Burks. Yes, sir; we are doing something about it. But I 
would not like to leave the impression with the Congress that we are 
very complacent about this thing. It is going to be rough. 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 177 


If we go to war we are going to lose ships. We may lose quite a 
few ships and it will be a rough show. We think now that we can 
handle the situation. 

Senator Cuavez. Thank you. 


FUNDS REQUEST FOR NEW AIRCRAFT 


Now, Mr. Secretary, you state that you are asking funds for 1,200 
new aircraft. 

Could you tell the committee what percentage of your aircraft being 
procured is for replacement and how much is for additional aircraft? 

Secretary Gatss. This will be 1,220, approximately, Mr. Chairman, 
new aircraft. 

Senator Cuavez. Not replacement? 

Secretary Gatzs. No, sir, not strictly speaking. They will replace 
aircraft in active inventory. The planes displaced may or may not 
continue as part of the inventory, but, in any case, the force level of 
operating aircraft will not increase. This will depend on conditions 
at that time. 

Senator CHavez. You have also mentioned a new amphibious heli- 
copter landing ship for use by the Marine Corps. Will you describe 
this ship to the committee? 

Secretary Gates. Yes, sir. The ship is a newly designed ship based 
somewhat along the lines of an escort carrier, although it is not an 
escort carrier, which is equipped to carry helicopters to land marines 
back of the beaches in what they call under their new doctrine a 
vertical envelopment capability. 

So that, instead of taking the Marines across the beaches in the be- 
ginning, they can get in behind at the strong points with well-armed 
units. 

Also, this ship will be capable of traveling with fast forces so that 
ae have the protection of fast forces and also the speed to keep up 
with it. 

It is an entirely new design ship. In effect, it is a small aircraft 
carrier for helicopters. We can give you additional details on that. 


DUPLICATION OF ACTIVITIES 


Senator Cuavez. Now, on page 1 of your statement you state that 
the Navy’s tasks are thoroughly coordinated with those of the Army 
and the Air Force. 

If this is true, why do we hear so much about duplicate and tripli- 
cate efforts and overlapping of activities in the services? 

Would you say that there is room for improvement in the coordina- 
tion that exists between the services, or do you feel that coordination 
has reached the ultimate already? 

If there is room for improvement, what specific recommendations do 
you have to make to improve the situation? 

Secretary Gates. Mr. Chairman, I happen to be a person who be- 
lieves in the present organization of the Department of Defense. I 
feel that the words “rivalry”’, ‘“‘waste’’, and “lack of coordination”’ are 
rather loosely used by people who have not worked over there and 
have not seen the very high degree of coordination that does exist. 

I feel that at the top of the Defense Department we have a very 
high degree of coordination. We have a very fine Secretary of 
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Defense who has been there, I think, longer than any other Secretary, 
including the service Secretaries, and who is thoroughly familiar with 
the business. I think it is time to talk with some pride about what is, 
in effect, a new organization. 

Senator Cuavuz. I am glad to hear you say that. 

Secretary Gates. I feel that we are a member of the team and 
have surprisingly little disagreement, except in some things that 
cannot be resolved because there are no answers to them in this very 
great transition we are going through in weapons and problems whic h 
it will take a number of vears to really decide and resolve. 

Senator CHavez. I want to ask the admiral just one question: 


EFFICIENCY AND PERFORMANCE OF ATOMIC SUBMARINES 


The Nautilus and the Sea Wolf have been in operation for some time. 
Do the histories of the operations meet with the actual expectations 
you had for these submarines? 

Admiral Burke. Of the Nautilus, yes, sir; she éxceeded our ex- 
pectations. She has done a lot of things that we did not expect she 
would be able to do. 

The Sea Wolf did not meet our expectations. The Sea Wolf has 
a sodium coolant. Like most new things we started out with two 
different approaches to the problem of nuclear power, one with a 
water coolant and one with sodium coolant. It is fortunate that 
we did. 

The water coolant worked fine, pressurized water. Sodium coolant 
did not work so good. Theoretically it was wonderful. We expected 
if it did work we would get smaller powerplants with less weight and 
much greater efficiency. But we ran into trouble because of difficul- 
ties in metallurgy, high heat. 

Sodium, of course, is very volatile and corrosive in the presence of 
water and any leak would cause difficulty. 

Senator CHavez. Can you overcome that situation? 

Admiral Burke. I don’t know whether we can, or not, sir. We 
cannot with metallurgy in the present state of the art. We have to 
find some new way of doing it. 

Now, we can operate the Sea Vi ‘olf and she is the second best sub- 
marine in the world right now, but still we have to operate her at 
less than her full power. So she is not as satis‘actory as we had 
hoped. 

Fortunately, we built two of them, sir. 

Senator Cuavez. Thank you, Admiral. 

Senator Ellender, do you care to ask the Secretary some questions? 


ANTICIPATED RECOUPMENT 


Senator ELLENDER. Just a few questions, Mr. Chairman. 

I notice on page S-A of your statement that you are asking for 
obligational authority amounting to slightly over a billion and a half 
dollars to build 19 new ships and convert 12 existing ships of various 
sizes. From the 1958 programing of this huge sum how much do 
you anticipate will be recouped as a result of revised cost estimates 
and deletion of items? 

Secretary Gates. How much do I anticipate will be what, Senator? 

Senator ELLENDER. Recouped. You have done that in the past. 
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Secretary Gates. Unfortunately, Senator Ellender, the answer to 
your question is nothing. The costs have gone up so remarkably I 
think it is one of the most discouraging things in our budget, to think 
that this vast amount of money will only deal with 31 hulls, so to 
speak. 

Senator ELLENDER. Have you proceeded to obtain bids in advance? 

Secretary Garters. No, sir; these are not approved by the Congress. 

Senator ELLENpDER. I understand that. 

How do you know they are going to cost a billion and a half dollars? 

Secretary Gates. We don’t know to be specific, but we estimate 
that they will cost more than this. These costs were made approx- 
imately a year ago. 

Senator ELLenprEr. If you think they are going to cost more, and 
you ask for only a billion and a half dollars, will you not be violating 
the law if you contract for more than the billion and a half dollars? 

Secretary Gates. Yes, sir, but we will be careful not to violate 
the law, Senator. Last year we were able to show some savings on 
some of the ships built in private yards, but, when we took the whole 
shipbuilding bill together, the 1957 bill, it ran over. There was no 
amount of money available to be swept up. 

Senator ELLENDER. How did you make up that difference? 

Secretary Gates. We reprogramed our shipbuilding program and 
advised the Congress. 

Senator ELLENpDrER. By reducing it? 

Secretary Gates. Yes, sir; where necessary, we are reducing it. 

Senator ELLeNpDrER. As to the matter we are now discussing, if the 
billion and a half dollars is not sufficient, will you reprogram to be 
within the billion and a half dollars? 

Secretary Gates. Yes, sir. 


INCLUSION OF CONTINGENCIES IN ESTIMATES 


Senator ELLENpDER. Now, are we to understand that you have 
not added anything for contingencies in building these 19 new ships 
and in converting 12 existing ships? 

Secretary Gates. I think, in the figure requested in the President’s 
budget, there is about $2 million of administrative cost that is added 
by the Bureau of Ships. It is not the intention of the Navy to re- 
claim this amount of money, which was recommended to be taken out 
by the House committee. Other than that, I do not think there is 
any contingency money in these figures. Those are honest estimates 
for the completion of the job that the Navy needs. 

Senator ELLENDER. Over what period of time will you build the 19 
new ships and convert the 12 existirg ships? 

Secretary Gates. It usually takes between 3 or 4 years, depending 
on the ship we are talking about. 

Senator ELLenprER. Three or four years? 

Secretary Gates. Yes, sir. 

Senator ELtenpreR. Then, your obligations will be made over the 3 
or 4 vears? 

FUNDING OF SHIPBUILDING 


Secretary Gates. We obligate normally about 60 percent of the 
cost of the ship the first year. We expend very little money the first 
year. This tends to leave unobligated funds on the books, and over 
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the life we obligate the remainder and, of course, our second year our 
expenditures go up. This is the way we do our business, because we 
fund the total ship in the beginning. 

Senator ELLenpeER. In the event that your programing will cost 
more than the billion and a half dollars, at what stage will you re- 
shuffle matters and reprogram? 

Secretary Gatss. This shipbuilding business is a continuing thing. 
As soon as we have a definite kapiloces that this is not going to be a 
sufficient amount of money we immediately reprogram. 

Senator ELLenpER. That means, then, you will not let contracts 
for the 19 new ships and the conversion of the 12 existing ships any 
time during next year? 

Secretary Gates. Oh, yes; we will let contracts provided we come 
within the amount of money approved by the Congress for the ship. 
If we don’t come within the amount of money 

Senator ELtenprrR. Well, you stated that you take care of only 60 
percent of that cost; the rest of it is carried over as unobligated 
balances. 

Secretary Gates. But it is committed, sir. 

Senator ELttenpmr. I know, but it is possible that the 40 percent 
remaining, may not be sufficient to take care of the 19 ships. 

Secretary Gatsrs. I see what you are driving at, sir. 

Senator ELLenprErR. I want to find out how the unobligated balances 
are manipulated. 

Secretary Gatss. They are not manipulated that way, sir. 

Senator ELutenpmr. I do not expect to get the answers from you, 
but I will have a further discussion with the Department of Defense 
Comptroller, Mr. McNeil. But, Mr. Secretary, you understand 
what I am seeking. 

Secretary Gatzs. Yes, sir. 

Senator Ettenper. If the amount appropriated for your 1958 
program is not sufficient to cover complete cost, how do you proceed 
with your reprograming? 

Secretary Gates. Senator, we do not do partial funding, if that is 
what you are talking about. We get a specific amount for a destroyer, 
$20 million or whatever it is for a destroyer. It takes 4 years to build 
this ship. The first year we would obligate $16 million, or something 
like that. 

Senator ELLenpeErR. On one, or all of them? 

Secretary Gates. On this destroyer I am talking about. 

Senator ELLENDER. Let us be specific. You are coming here for a 
billion and a half dollars, which you say will be the cost to build 19 
new ships and to convert 12 existing ships? 

Secretary Garters. Yes, sir. 





LETTING OF CONTRACTS 


Senator ELLENDER. Now, you fix the cost at a billion and a half 
dollars. Now, when will you let those contracts? 

Secretary Gatrs. We will begin letting the contracts, I think, about 
a year after the approval of the Congress. 

Senator ELLENDER. Why so long? 

Secretary Garrzs. During the year, we would start letting the 
contracts. We would probably start with some of the ships in 3 months, 
some in 6 months, some in 8 months. 
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Senator ELLenpER. But all the contracts would be let for those 
ships that you have described on page 8A during the next fiscal year? 

Secretary Garss. Yes, sir. 

Senator ELtenperR. And you propose that it will require from 3 
to 4 years to complete the building of these ships? 

Secretary Gatss. Yes, sir. 

Senator ELLenpER. Now, you say that when you contract for these 
ships you obligate about 60 percent of the funds? 

Saretary Gates. The first year. 

Senator ELLENDER. But 60 percent of the funds per ship? 

Secretary Gates. The first year; yes. 

Senator ELLENDER. Suppose, to complete that ship, you do not 
have sufficient funds with the 40 percent that is left over? 

Secretary Gates. The 40 percent that is left over is set aside and 
earmarked for that ship. 


METHOD OF REPROGRAMING 


Senator ELLENDER. Suppose you do not have a sufficient sum for 
that, how do you reprogram? What is your method of reprograming 
so as to come within the amount that you originally asked, of a billion 
and a half dollars, if the amount exceeds your contract? 

Secretary Gates. We would either revise the equipment that went 
on the ship, or if there was an overrun would come to the Congress 
the following year for the difference. 

Senator ELLenpeR. Then you would be violating the law. 

Secretary Gates. Not if we came to Congress. 

Senator ELLENDER. Today we give you the entire amount for the 
cost of 19 ships plus the cost of converting the 12 existing ships. 
That is what we are doing today. That is what you request. 

Now, you have been saying that if the amount is short you are going 
to reprogram. The question is: How can you reprogram for the 19 
new ships and conversion of the 12 existing ships if you let your 
contracts within the next year? 

Secretary Gates. We cannot reprogram if we run over without 
coming back to the Congress. There is no legal way we can do it. 

Senator ELttenper. As I say, if the ships cost more you would be 
violating the rules of law or the procedure here, would you not? 

Secretary Gatxrs. Well, we only contract when we make the initial 
contract, I believe—you will have to ask the Chief of the Bureau of 
Ships to be specific—we only contract for the hull of the ship. 

Senator ELLENDER. We have been told year after year that what 
happens is that you contract for the hull of the ship, then you con- 
tract for the machinery in it. 

Secretary Gatss. That is correct. 

Senator ELLenpER. Or the electrical equipment, because you will 
be able to take advantage of technological advances and thereby also 
save money. 

Secretary Gates. That is right. 

Senator ELtenpmr. As I said, in this instance you provide for no 
contingencies, the amount fixed, a billion and a half dollars, will} be 
the actual cost as you see it. 

Secretary Gatss. That is right, Senator. 

Senator ELLenper. If you should run short then you will return to 
Congress? 
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Secretary Gates. If we run short we have to come back to Congress, 

Admiral Burke. Or cancel the contract. 

Senator ELLENDER. Go down the list under title IV of this working 
sheet. 

Secretary Gates. Of the budget? 


FIXED ITEMS 


Senator ELLENDER. Yes. Now, can you go down this list. You 
have military personnel, Navy and Reserve personnel, Navy, and so 
on down the list. 

Tell us which of those items mentioned are fixed items. 

Secretary Gates. I can tell you the answer to that, Senator, in 1 
minute. 

Senator ELtenper. Can you go down the list then and tell us which 
of these items you can transfer from one to the other? 

Secretary Gates. We can’t transfer any from one to the other, sir, 

Senator ELLENDER. You cannot? 

Secretary Gates. No, sir. 

Senator E.tenprerR. Do I understand that the amount requested 
for aircraft and related procurement, namely $1,932 million, must be 
spent only for aircraft and related procurement? 

Secretary Gates. Yes, sir. 

Senator E.tenper. And cannot be transferred to aircraft and 
facilities? 

Secretary Gates. That is right. 

Senator ELLENDER. Or parts? 

Secretary Gatrs. That is right. 

Senator ExtenpeR. And to ships and facilities? 

Secretary Gates. The same way. 

Senator ELLENDER. The same way? 

Secretary Gatss. Yes, sir. 

Senator EL.tenprer. Could it be done if you made a request of 
Congress? 

Secretary Gates. Yes, sir; I think so. I think we could come back 
to Congress. 

Senator Ettenper. Did it ever happen in recent years? 

Secretary Gatss. No, sir; I don’t think so between appropriations. 

Senator ELLeENDER. As I understand it, the services only return to 
Congress when it is necessary to reprogram military construction 


funds. 


REQUESTS FOR TRANSFER AUTHORITY 


General Moors. Mr. Ellender, if perchance there is found excess 
funds in one of these appropriations, and we find ourselves short in 
another, we come back to Congress and ask for an additional appropria- 
tion and the Congress in its wisdom can make that available by trans- 
fer, to be derived by transfer. 

Senator ELLENpDER. When is that done? 

Secretary Gates. That is done before the end of the year. 

Senator EttenprEr. General, isn’t that part of your unobligated 
balances? 

General Moore. Those occur most of the time in no-year appropria- 
tions. In the supplemental the committee has just considered 3 or 
4 additional amounts required in the pay appropriations of the Army 
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and the Navy and the Marine Corps, and in lieu of giving them addi- 
tional cash they put in the act itself, by law, a directive authorizing 
the additional amount for the purposes requested, but added it is to be 
derived by transfer. 

It takes a specific action of the committee and of the Congress in 
the bill to the same extent that it does to get additional funds. 

Senator SALTONSTALL. Would the Senator yield on that for an 
observation? 

Senator ELLENDER. Yes. 


EXAMPLE OF FUNDS TRANSFER 


Senator SALTONSTALL. In the recent supplemental bill that went 
through a week ago there was $27,444,000 put in for military personnel 
in the Army that was transferred from operations and maintenance, as 
I remember. 

General Moore. I think it was from major procurement. 

Senator SALTONSTALL. Or major procurement, Senator Ellender, 
that was specifically authorized by our committee 2 weeks ago. 
Now, that was a transfer. 

Senator ELLeENDER. Has it been brought to the attention of this 
committee? 

Senator SALTONSTALL. Yes; and it has gone through the supple- 
mentary budget and the Congress. That was a transfer. 

The chairman says it has been signed by the President. I did not 
know that. 

Senator CHAavez. I mean the conference report has been signed. 

Senator SALTONSTALL. That was $27,444,000. 

Senator ELLENprER. Isn’t that unusual, General Moore? 

General Moore. That is rather unusual. The important thing to 
note is that with this entire list they are separate appropriations and 
there is no authority to transfer from any one of these appropriations, 
whether it be within the Army, within the Navy, or an interservice 
transfer between the others, without the specific action of this Con- 
gress. 


SPECIFIC TRANSFER AUTHORITY 


Now, lest there be some minor confusion, there is in the bill with 
respect to research and development the emergency fund in the 
Office of the Secretary of Defense, specific, direct, unmistakable au- 
thority to transfer not to exceed $50 million from any appropriation 
to augment research and development in the event there is a break- 
through. 

That is the only exception in the entire number of appropriations 
which will be considered by this committee for the fiscal year 1958. 

Senator ELLENDER. I repeat, such a transfer has never been brought 
to my attention except in the case of transfers in the building program. 
That is frequently done. 


UNOBLIGATED AND UNSPENT FUNDS 


Now, what will be the amount of your unobligated balances as of 
June 30 of 1957. 


Secretary Gates. I think it is $3 billion. 
Senator ELLeENpDER. That is unobligated. 





184 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Secretary Garrs. That is correct. 

Senator ELLeNpER. How much is unexpended? 

Secretary Gates. I would like to get this exactly, Mr. Ellender, 
But I think it is $12 billion. 

Senator ELLENpDER. So you have $12 billion unexpended and $3 
billion plus unobligated? 

Secretary Gates. Unobligated, $3.3 billion. 


Senator ELtenper. Over $3 billion of unobligated funds or carry- 
over. 


Secretary Gates. That is right. 

Senator ELLenpeER. That is on a program of how much? 

Secretary Gatrss. This would be of several years, Senator, not just 
1957. This unobligated balance will go down about $1,650 million 
in the 4-year period ending June 30, 1958. 

Of the unobligated balance on June 30, 1958, about $1,600 million; 
that is, one billion six of approximately $3 billion, will be definitely 
committed. The remainder will be programed. 

Senator Ettenpnr. But you will have over $3 billion on June 30, 
1957, of unobligated balances. 

Secretary Gatus. That is not legally obligated; yes, sir. 

Senator ELLENpDER. Was this $3 billion plus intended to be used 
on programs that you have obligated during the current fiscal year? 

In other words, does it come within the category of the 40 percent? 

Secretary Garss. Part of it. 

Senator ELLENDER. How much of it; do you know? 

Secretary Gates. No, sir; I could not tell you that. 

Senator ELutenpemr. I hope to go into the details with Mr. McNeil. 

Secretary Gates. Mr. Franke advise me that 92 percent of this 
figure is for ships and aircraft. 

Senator ELLENpDER. Ships and aircraft? 

Secretary Gates. Yes, sir. 

Senator ELtenpER. That have already been contracted for? 

Mr. Franke. Already appropriated. 

Senator ELLENDER. It is to finish the building of ships and aircraft 
that you previously contracted for? 

Mr. Franke. They may not be entirely contracted for, Senator. 
It may be the equipment on ships. 

Senator ELLenper. That is what I am talking about. 

Mr. Franke. Equipment on aircraft. 

Senator ELLeENDER. What I am talking about is that this $3 billion 


is to be used in order to finish aircraft and ships that have previously 
been contracted for. 


Mr. Franke. That is correct. 
Senator ELtenprr. That is all, Mr. Chairman. 
Senator Cuavez. Senator Saltonstall. 


BOOKKEEPING SYSTEM 


Senator SattonsTaLL. Following up what Senator Ellender said for 
a moment, Mr. Gates, the Navy’s bookkeeping system is by items, 
so that when you, for instance, start an aircraft carrier you charge up 
all the costs of that carrier as you go along, do you not? 

Secretary Gates. That is right. 

Senator SALTONSTALL. So that, unlike the Army and the Air Force, 
although I think they are working toward that goal, the Navy, on 
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procurement, itemizes its costs and keeps those costs separate, so 
that you know when you finish what an aircraft carrier costs you, 
and a destroyer, and so on, right down the line? 

Secretary Gates. That is nght. 

Senator SALronsTaLL. And that system was started by Mr. 
Forrestal? 

Secretary Gates. That is correct. 


REDUCTION IN STOCK FUND 


Senator SALTONSTALL. Now, one other system that was started by 
Mr. Forrestal was the stock fund. 

Secretary Gates. Yes, sir. 

Senator SaLtronsTaLu. Now, how big a stock fund have you got 
at the present time? I ask that question, because the House com- 
mittee cut you $208 million on your ‘Military personnel, Navy,” 
and that was offset by $190 million of transfers, so that there was only 
$18 million net cut. What is your present stock fund, approximately? 

Secretary Gates. I do not think I have that figure, Senator. 
Admiral Burke tells me it is $300 million. 

Senator SatronstaLL. Would you take the figure of $300 million? 

Secretary Gates. I think I have it here, Senator. 

Senator SatronstaLu. About $300 million. Then if you deduct 
$190 million from that, you are deducting over half the fund. You 
are cutting down over half the fund. 

Admiral Burke. Yes, sir. 

Senator SaLtronsTauu. | think it is rather important to know that, 
because the House bases its cut of military personnel, as I have said, 
on that. And if you are going to diminish over half the fund, take 
$190 million from $300 million, what is the effect of that on your 
stock fund? Is that not an unduly big cut? 

Admiral Burks. The Navy stock fund cash position is $316 
million. That is the estimated cash balance as of the end of this 
year. And they are transferring $100 million from the Navy stock 
fund and a total of $90 million—— 

Secretary Gates. Our inventory is $2,206 million Senator. 

Senator SaLrTonsvaL. In otaer words, that is cash of $316 million 
and an inventory of equipment—— 

Secretary Gates. Of the difference. 

Senator SaLronstauu. Of the difference. 

Secretary Gates. Yes, sir. 

Senator SALronsTALu. Now, is that about the average that the 
fund has been, over the last 2 or 3 years? 

Mr. Franke. Senator, the fund has gone up, but not because we 
have more inventory but because of putting more items into the stock 
fund that were originally carried in what the Navy calls the purchase 
account, where we did not have them in the stock fund on this reim- 
bursable basis. 

Senator SatronsTaLL. Then my question to the Secretary is: Is 
the transfer of $100 million from that fund and $90 million from— 
where, Admiral Burke? 

Admiral Burke. From the Navy industrial fund and Marine 
Corps stock fund. 

Senator SaLtronsta.t. Is that in your opinion too big? 

Secretary Gatrs. No, sir. 
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Senator SarronsTALu. You are satisfied with that? 
Secretary Gatzs. That is correct. 

Senator Cuavez. You are not going to ask for restoration? 
Secretary Gates. No, sir. 


REDUCTION IN MILITARY PERSONNEL FUNDS 


Senator SatronsTaLu. Now, the cut of $18 million in military per- 
sonnel: Where will that cut come, and what will be its effect? 

Secretary Gates. The effect of that will be less people, Senator, in 
both that account and the Marine Corps account that corresponds 
to it. 

Senator SALToNSTALL. In uniformed personnel? 

Secretary Garus. Yes, sir. It will force a reduction of approxi- 
maRteny 11,000 people in the Navy and 3,000 people in the Marine 

orps. 

I must say this would be an approximate number of people, because 
we could perhaps make it a few less people if we slowed up some of 
the promotions of our petty officers. We would not like to do that, 
because we have this special skill problem, and we think we have got 
the right ratios today. So it would be ten or eleven thousand reduc- 
tion in uniformed personnel in the Navy, and if my memory is cor- 
rect—this is not the same appropriation—it would be approximately 
3,000 people in the Marine Corps. That is $18 million which would 
affect only the Navy. 

Senator SALTONSTALL. Only the Navy. And when you are talking 
of the Marine Corps, you are talking of the cut of $4,600,000, which is 
“Military personnel, Marine Corps?” 

Secretary Gares. Yes, sir. 

Senator SALTONSTALL. That is where the 3,000 comes from. So 
the total cut would be approximately 14,000, of which there would be 
$18 million from the Navy military personnel and $4,600,000 in the 
personnel Marine Corps? 

Secretary Gates. That is correct, Senator. 


REDUCTION IN GENERAL EXPENSES, NAVY 


Senator SALTONSTALL. Now, the House cut you in “Navy personnel 
general expenses” $2 million, and in your billion-dollar estimated cut, 
if you had to cut the appropriation a billion dollars, you had no com- 
parable Navy proposed cut. What would be the effect of that cut? 
““Navy personnel general expenses,’’ $2 million. 

Secretary Gatrs. This is sort of a maintenance and operations cut, 
Senator. It would decrease the level of our operations and probably 
reduce somewhat our ability to train and produce qualified personnel. 

Senator SALTONSTALL. But, now, in “Operation and maintenance,” 
they went through a number of items. 

Secretary Gates. Yes, sir. 

oan see, the Navy’s maintenance and operations is in 6 or 7 different 
places. 

Senator Satronstautu. As the Secretary of the Navy, could you 
give us the overall effect of that cut? 

Secretary Garters. These are the operations of the Department, 
Senator Saltonstall. It would reduce the level of the operations 
generally throughout. 
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Senator SALTonsTALL. Well, we have the same problem in the Navy 
as we have in the Army and the Air Force. If you would reduce 
military personnel, and operation and maintenance, you are cutting 
out the personnel for operating your present ships, and your present 
aircraft, and your present Navy. 

Secretary Gates. Yes, sir. 

Senator SauronstaLty. And you are making it more difficult to 
operate them. 

Secretary Gates. Yes. 

Senator CuHavez. Are you asking for restoration? 

Secretary Gatus. We are asking for that, sir. We have 4 or 5 
principal items we want to restore, and then there is this group of 7 
or 8 that deal with ‘“Maintenance and operations.” 


OTHER HOUSE REDUCTIONS 


Senator SALTONSTALL. Now, the House committee cut your “Air- 
craft and related procurement” $120 million. It cut your “Aircraft 
and facilities” $24,500,000. And it cut your “Procurement of ord- 
nance and ammunition” $80 million. 

You stated in your opening remarks that 40 percent of your budget 
was procurement. What effect will that have on your building up of 
your aircraft, your building up of your aircraft and facilities, and the 
ordnance and soon? 

Secretary Gates. In the “Aircraft and related procurement,” the 
House recommended cut is $120 million, Senator Saltonstall. The 
effect of this would be to reduce the aircraft procurement program 
by about 125 aircraft out of the 1,220 aircraft that we had contem- 
plated. About half of these aircraft would be fighter aircraft, and 
about half would be attack aircraft. This, of course, is a serious re- 
duction in aircraft. The 1,220 figure is a low figure for the Navy, to 
begin with. We have usually felt that we needed larger numbers of 
aircraft than this to maintain our combat first-line aircraft. And in 
arriving at the 1,220 figure, we gave a good deal of weight to the 
effectiveness of these planes and the greater capabilities that they had. 

We would be very loath to see this figure further reduced by this 
$120 million, which could only end up in our being able to buy less 
planes than we already are a little bit worried about. 


AIRPLANE ATTRITION 


Senator SatTronstaLL. What is your annual attrition of airplanes, 
approximately, if that is an open question in an open session? 

Secretary Gates. I cannot tell you that offhand, Senator. Admiral 
Burke says over 1,500. 

Senator SALTONSTALL. So that, in cutting down your new aircraft 
procurement, this would result in lessening the number of operable 
planes in the Navy? 

Secretary Gates. Yes, sir. 

Senator SALTONSTALL. Now, what is the $24,500,000 of ‘Aircraft 
and facilities,” where, in your billion-dollar cut as suggested, there 
was no comparable Navy-proposed cut? 
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FLYING-HOUR PROGRAM 


Secretary Gares. ‘Aircraft and facilities’ deals with the flying-hour 
program, which already is in trouble because of the increased fuel 
prices. So it would reduce our flying hours. It would reduce our 
supporting programs, which deal with photographic, technical, fleet 
travel, and so forth, which have been already budgeted on a pretty 
austere basis. And this is the maintenance and operation part of the 
naval aviation arm, so that this is really a maintenance and operation 
budget, to a large extent, and it would affect the general effort of fly- 
ing and the supporting programs that back up naval aviation. The 
Navy is asking for the restoration of $21,779,000 out of a total re- 
duction of $24,500,000. 


REDUCTION IN ORDNANCE AND AMMUNITION PROCUREMENT 


Senator SaLronsTaLL. Now, a very substantial item is ‘‘Procure- 
ment of ordnance and ammunition,” which they cut $80 million, and, 
in your billion dollars, if you had to take a billion-dollar cut, you pro- 
pose $52 million. So, even where they are cutting you about half of a 
billion dollars, they are taking more out of this account. 

Secretary Gates. This is also a very serious matter, Senator Salton- 
stall, because the bulk of this cut will come against the guided-missile 
program. The Bureau of Ordnance is now only procuring about half 
of our peacetime usage of conventional ammunition, and this appro- 
priation includes money for missiles, for antisubmarine-warfare wea- 
pons, for antisubmarine torpedoes, and for some of our newer mines, 
and a cut of $80 million in this program would reduce the rate of money 
available for expenditure or obligation in our missiles substantially, 
and would reduce and in some cases might stop procurement of some 
of these weapons. 

Senator SatronsTaLL. And it would reduce your inventory to a 
degree that—how long would it permit you to go into battle, if you 
care to say that? 

Secretary Gates. I cannot answer that question. I could supply 
it to you, sir. But the important thing is that it is going to stop the 
newly developed weapons, and there are no offsetting or off-the-shelf 
credits that may be applied against it that we know of. 

Senator SatTonsTaLL. And you do not care to go into more detail in 
open session on that? 

Secretary Gatrs. No; I would prefer not to, Senator. 


REDUCTION IN MARINE CORPS PROCUREMENT 


Senator Satronstautu. Now, the Marine Corps procurement was 
reduced by $80 million, and there is no comparable item in the Navy’s 
suggestion, if they had to take a billion-dollar cut. As Secretary 
of the Navy, would you care to narrate a little bit on that? 

Secretary Gates. We do not have a good enough case, Senator, to 
reclama this item. 

Senator SatronstaLu. You what? 

Secretary Gates. We do not have a good enough case to reclama 
this item. 

Senator Cuavez. Why did you ask for it in the first place, then? 

Secretary Gates. It was equipment that was believed to be avail- 
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able for the Marine Corps that turned out not yet to be available, if I 
am right on this, General Pate, and, therefore, we are not in a position 
to get it as of this time. 

eneral Pats. That is correct, Mr. Secretary. 


REDUCTION IN MARINE CORPS TROOPS AND FACILITIES 


Senator SatronstaLyt. “Marine Corps troops and facilities,’ 
$6,200,000, and no Navy comparable cut. Where does that come 
from, and do you ask to have it restored? 

Secretary Gates. The $6,200,000 is for maintenance and opera- 
tions of the Marine Corps. It is the training, the integration of new 
equipment, which would be limited. The training would be reduced. 
And it would probably curtail the repair of certain equipment for 
replacement. And we do intend to reclama that, except for the 12% 
percent personnel reduction, which is throughout the Department, 
and except for certain Capehart furniture, which was also in this figure. 
So, we do intend to reclama the bulk of that House-recommended 
reduction. 

Senator SALTONSTALL. That is another operations item. 

Secretary Gates. Another operations item; yes, sir. 

Senator ELLENDER. How much of the $6,200,000 do you desire to 
have restored? 

Secretary Gates. $4,900,000. 

Senator ELLENDER. Therefore, you are accepting a part of the 
House reduction? 

Secretary Gares. That is correct, Senator. Because those 2 items 
are for 12-percent reduction, which is throughout all of these. 

Senator ELLENDER. Could that have been foreseen when you made 
your original budget? 

Secretary Gares. No, sir. 

Senator ELLENDER. | hope you can find more items like that. 

Secretary Gates. We have this same amount throughout the main- 
tenance and operation appropriations. 


MEANING OF “RECLAMA” 


Senator SatronsTALL. With your permission, are you ‘“‘reclama- 
ing’’—that is a new word for me—all the aircraft and related procure- 
ment and facilities? That must be a Philadelphia word. 

Secretary Gates. I learned it down here, Senator. I never heard 
it in Philadelphia. 

Senator ELLENDER. Who created that one? 

Secretary Gates. This is a word that is very familiar to the House 
Appropriations Committee. 

Senator Cuavez. It means ‘‘ appeal.” 

Secretary Gates. The 12-percent reduction would come out of the 
$120 million; that is, the departmental reduction of 12 percent, and 
the total is $776,000. Other than that, we would reclama the differ- 
ence. 

Senator SALTonsTALL. So that, of the figures I have already dis- 
cussed with you, you are reclamaing the whole amount with the excep- 
tion of Marine Corps procurement; is that correct? 

Secretary Gates. I think we are saying the same thing, Senator. 
But each of these appropriations has this 12-percent departmental 
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personnel reduction in it, and there is a different amount in each 
appropriation. In the case of aircraft and related procurement, 
$766,000 should be deducted from the $120 million that the House 
eliminated. 

Senator SaLronsTaLL. Now, I do not want to take the time of the 
other members of the committee, but I do think it is important to 
get these items. 

ORDNANCE FACILITIES 


“Ordnance and facilities,” $3 million; no comparable Navy pro- 
posed cut. That is in the Marines. What is that? 

Secretary Gates. No; that is not Marines. That is “Ordnance and 
facilities, Navy.’’ And that is another maintenance and operation 
account. 

Senator SALToNsTALL. That is another operations and maintenance? 

Secretary Gates. Yes, sir. And out of that would come the Cape- 
hart housing furniture and the departmental personnel reduction, and 
we would like to restore the remainder. 


CUT IN SHIPBUILDING AND CONVERSION PROGRAM 


Senator SatTonsTaLL. Now we come to a very substantial item, 
“Shipbuilding and conversion,” $120 million. If you had a billion 
dollar cut, you estimated you would take $266 million here and would 
eliminate—well, I will not go down through the eliminations, because 
they are not comparable. 

What will be the effect of that cut? 

Secretary Gates. The elimination of 2 anti-submarine-warfare ships 
in the form of guided missile frigates, in the amount of about $100 
million. If the cut stands as suggested, it will also eliminate the 
conversion of the proposed seaplane tender for the P6M aircraft in 
the amount of $18 million. 

Senator SALTonsTALL. And in your statement you intimated that 
if you are building these seaplanes you will have to have some place 
to put them. 

Secretary Garns. Yes, sir. And we are not building any shore 
installations for these seaplanes. We have one that will come before 
you in the public-works bill, only one planned on the east coast of 
the United States, at Harvey’s Point, N. C. And this tender is for 
the mobile support of this seaplane. It is phased into the time we 
believe the seaplane will be available. It will take us about 3 years 
to do this job. 

The seaplane-tender program is geared to the time, we believe, that 
the P6M will be ready and in operation, and we would like to keep 
the timing of the two together. 

Senator SALTONSTALL. So it would eliminate 2 antisubmarine 
frigates and 1 seaplane tender. 

Secretary Garss. Yes, sir. 


EFFECT OF CUT IN APPROPRIATION 


Senator SALToNnsTALL. Now, at the same time, as brought out by 
the chairman, the Russians have approximately, more or less, 450 
submarines, and it is the Navy’s job to sink these submarines if there 
should be a war. What do you think of that? How will this affect 
you? 
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Secretary Gatzs. I think it would be what we consider 1 of the 2 
or 3 most serious reductions made by the House, and I would hate 
to see it stand, because this program is a balanced one, and it was, 
we felt, austere to begin with. As I said to Senator Ellender, we 
were a little bit shocked by the fact that a billion and a half dollars 
would only give us 19 new ships and 12 conversions. But every- 
thing is a matter of balance. It has been carefully studied for the 
long range by the Chief of Naval Operations on a yearly basis as to 
how quickly we can modernize and become effective, and this is a 
very vital part of it. 

Senator Symincton. How many submarines are you building in 
this budget? 

Secretary Gatus. Four, Senator Symington. 

Senator Symrneton. Thank you. 

Senator SALTONSTALL. And if I listened to your statement care- 
fully, those are all nuc lear submarines? 

Secretary Gates.. That is correct. 

Senator SautonstTaty. The next item, Mr. Gates, is “Ships and 
facilities,’ $7 million. And there was no compar able Navy proposed 
cut. 

Senator ELLENDER. What about ‘Shipbuilding and conversion’’? 
Did you skip that? 

Senator SALTONSTALL. No; we did that. 

Secretary Garss. That is the one we were just talking about. 


SHIPBUILDING PROGRAM FUNDS 


Senator ELLENDER. Would you permit me to ask one question? 
Are there any ships to be built, other than the ones mentioned on 
page 8—A of your statement, Mr. Secretary? 

Secretary Gates. | think, Senator Ellender, the ships I mentioned 
were the ships that would come into the fleet in this fiscal year; not 
those in the shipbuilding program. The shipbuilding program I have 
before me. 

Senator ELLENDER. According to your statement you are requesting 
slightly more than $1.5 billion of new obligational authority. How- 
ever, the record shows that it is much more than $1.5 billion. Actually, 
you are requesting $1,654 million. 

Secretary Gatss. That is correct, Senator. 

Senator ELLENDER. I would say that $154 million is not a slight 
sum. 

Secretary Gates. I agree that that language could be improved. 
I think it is more than slightly over. 

Senator ELLeNDER. Well, could you live with the difference between 
a billion and a half and $1,654 million? 

Secretary Gates. No; we could not, sir. Because in spite of the 
language in my statement, the figure I am really talking to is $1,654 
million. The $1.5 billion is the cost of the ships both new and con- 
verted in the fiscal vear 1958 shipbuilding and conversion program. 
the $1,654 million is the new obligating authority for the appropriation 
title, “Shipbuilding and conversion, Navy,’’ which includes items in 
addition to the cost of these ships alone. 

Senator ELLeNDER. Have you any idea how much will be obligated 
during the first 4 months of fiscal year 1958? 
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Secretary Gates. We could give you a guess on that, Senator, based 
on our past experience. 

Senator ELLenper. That is what I want. 

Secretary Gates. How much we obligated in the first 4 months of 
fiscal 1958 if this program is approved? 

Senator ELtuenper. If this program is approved, do you anticipate 
obligating more, or less, than you did during the current fiscal year? 

Admiral Brarpstey. I would estimate we would obligate for the 
shipbuilding program slightly more for the first quarter of 1958 than 
we did for the first quarter of 1957. 

Senator ELLenpER. You obligated during the first 4 months of 
fiscal year 1957 $655,600,000. 

Admiral Brarps.tey. I would guess less than a hundred million 
dollars more. 

UNOBLIGATED BALANCE 


Senator ELLeNpER. Assuming, then, that the obligation for the 
first 4 months of this year would be $100 million more than last year— 
that is, for the first 4 months—that would make it $755 million in 
round figures, instead of the $655 million that was obligated last 
year. Now, according to the figures obtained from the Department, 
the unobligated balance that you now have in that kitty today is 
$941,417,313. Am I right? 

Secretary Gares. I can tell you that, Senator, in just a second. 

Unobligated balances in “Shipbuilding and conversion, Navy”’ 

Senator ELLENDER. $941,417,313. 

Secretary Gates. My notes say approximately a billion dollars, so 
you are probably exactly correct. 

Senator ELLENpER. I have the exact figures. 

Secretary Gates. You have; yes, sir. ' 

Senator ELtenper. That is as of July 1, 1957. You also have 
reimbursements amounting to $30 million. 

Secretary Gates. I do not have that in my notes, Senator. We 
will have to verify that. 

Senator ELLenper. I obtained that from your own books. The 
two items—that is, the unobligated balance plus the reimbursements— 
will aggregate $971,144,000. 

Secretary Gates. Yes, sir. 

Senator ELLENDER. Now, if we deduct the funds available in the 
kitty—namely, $971,144,000—from the amount of direct obligations 
for fiscal year 1958 plus the amount of obligations anticipated for the 
first 4 months of fiscal year 1959, the appropriation request should be 
in the neighborhood of $1.4 billion for fiscal year 1958. Is that 
correct, Mr. Secretary? 

Secretary Gates. Well, Senator, you have given me a good dea! to 
follow. 

JUSTIFICATION FOR REQUEST 


Senator Exuenper. | know | have. [want Mr. MeNeil to be pre- 
pared. I want him to have the figures that I just cited. I want him 
to justify this $1,654 million request. It is my considered judgment 
that you could do the job with new obligational authority of $1.4 
billion, instead of the $1,654 billion you are requesting. 

Secretary GATES. Senator, you appreciate that the unobligated 
balances are tied to ships in previous programs. 
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Senator ELLENDER. I know, but that is money you have on hand. 

Secretary Gates. You cannot mix that with the ships requested in 
the 1958 program. You are talking about two different things. 

Senator ELLenNpER. I am speaking about financing the 1958 pro- 
gram. 

Secretary Gates. Yes, sir; but itis signed up. It is spoken for. 

Senator Cuavez. Let us have Mr. MeNeil. 

Senator ELLENDER. Mr. McNeil is going to answer it for us. 

(The following additional information was furnished by Navy:) 

Since fiscal year 1951, appropriations for ‘Shipbuilding and conversion” have 
been made on a fully funded basis; that is, the full estimated cost of a shipbuilding 
program has been appropriated even though related obligations and expenditures 
would extend over a number of years. This feature allows the Navy to schedule 
the procurement of material and service directly in conjunction with the construc- 
tion and conversion time schedules and thereby results in considerable savings and 
economies. While this scheduling results in some funds remaining unobligated ° 
for a period of 2 or 3 years after their appropriation, there unobligated funds are 
committed or reserved to meet definite equipment and service purchases for each 
ship. They are for the procurement of machinery; for the initial outfitting of 
newly completed ships; for posttrial corrections; for contract escalation and other 
contract changes. 

Senator Cuavez. I would like to give every member of the Senate 
an opportunity to interrogate. There is Senator Robertson, Senator 
Young, Senator Thye. Senator Dworshak, the other day, did not 
get an opportunity. So if you can make your questions as brief as 
possible, we would appreciate it. 

Senator SatronsTaLL. Mr. Chairman, most respectfully, ! yield to 
Senator Ellender. I have four more questions to ask, and I think it 
is very important to get this in one place. And most respectfully, I 
yielded my time to Senator Ellender when you asked him first, and I 
am the Senate senior Republican on this committee, and I most 
respectfully ask to complete my questions. 

Senator ELLENDER. Mr. Chairman, I am sorry I interrupted, but 
my questions were related to the subject under discussion. 

Senator Symineron. I think the chairman forgot that you had 
yielded. 

Senator SALTONSTALL. May I finish? 

Senator CHavez. That ismght. Certainly. But I do want to give 
every member of the committee an opportunity to ask questions. 

Senator Youna. | was interested in this same line of questioning 
and I would like to see these questions of Senator Saltonstall answered. 

Senator SALTONSTALL. We were discussing $120 million on the 
shipbuilding and conversion. 


REDUCTION IN SHIPS AND FACILITIES 


The next item the House cut was “Ships and facilities,’ $7 million, 
with no comparable Navy proposed cut. Can you go into just brief 
detail on that? 

Secretary Gates. This, Senator Saltonstall, is maintenance and 
operation in effect also. This reduction, which we hope will be re- 
stored, with the exception of the 12-percent departmental support of 
four-hundred-some-odd thousand dollars, if it stood, would require a 
cutback in electronics planned to support the needs of the active fleet. 
We would have to eliminate some funds for planned drydockings and 
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repairs to the reserve fleet and service craft; and certain alterations to 
Naval Reserve training vessels would have to be reduced. 
i So the general level of work done on our ships would just be affected 
by this amount. 

Senator SALTONSTALL. It is maintenace of ships? 

Secretary Gates. Yes, sir. 

Senator SaLronsTALL. Now, the next item was military construc- 
tion, and that is going to be considered separately. So I will not ask 
any question on that. 


REDUCTION IN RESERVE COMPONENTS 


On the Reserve components, the House cut $500,000 from Navy 
and $300,000 from the Marines. What will be the effect of that cut? 
Secretary Gates. We are not requesting that to be restored, 
Senator. We are going to accept that House recommendation. 
Senator SatronsTALL. All right. You accept that cut. 
Secretary Gates. Yes, sir. 


REDUCTION IN RESEARCH AND DEVELOPMENT 


Senator SALToNsSTALL. Now, on research and development, the 
House committee cut you $10 million, and the Navy, on its billion- 
dollar cut, would cut research $55 million. What is the effect of the 
$10 million cut on research and development? 

Secretary Gates. This is a very difficult question to answer, Sen- 
ator Saltonstall. The research and development amount has in effect 
gone down this year, from last year, because of certain added expenses 
that pertain to it, and it is probably the item that gets one of the 
greatest reviews within the Department of Defense itself. 

The effect will be a lessening of research effort, and it will be a 
lessening of research effort in some areas where we would hesitate to 
see it applied, on what is already a very carefully analyzed and 
screened research and development program. But it is so interrelated 
as to dollars and cents compared to the various projects involved 


that it is a little difficult quickly to specifically name things that would 
be eliminated. 


HOUSE REPORT 


Senator Cuavez. Senator Saltonstall, if you will permit me, let me 
read from page 61 of the House report on this particular item. 

Congressman Sikes interposed a question to Admiral Burke: 

To what extent has there been reprograming of this budget or of the Navy’s 
program as a result of Russian naval advances? 

Admiral BurKE. We also are pushing harder our antisubmarine warfare re- 
search and development than we otherwise would. That is probably the greatest 
thing. We are putting everything we can into getting all of the scientists and 
everybody that has an idea to develop antisubmarine warfare technique. 

Senator SALTonsTALL. You will stand by that statement? 

Secretary Gatrs. Certainly. 

Senator Satronstauu. I thank the chairman for reading it. Now, 
just three more quick questions. 


OTHER HOUSE REDUCTIONS 


The House cut $2 million for medical care; $3,370,000 from civil 
engineering; servicewide supply and finance, $9 million; servicewide 
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operations, $5 million; naval petroleum reserves, $175,000; with no 
comparable Navy-proposed cuts in your billion-dollar estimate. 
While those are small in the language in which we are talking, what 
is the effect of those? 

Secretary Garrs. That is medical care of dependents, primarily, in 
the medical care, that would be involved. e would hope to live 
these cuts restored in total, less the Capehart housing and the depart- 
mental personnel reductions as it applies to each one. 

Senator SALronsTALuL. Now, I would like to ask two more overall 
questions. 

On page 52, of the House report, it says that some reductions are 
based on aircraft and related procurement. The reductions are 
based on two main factors; one, that there is a savings to the program 
funded by the Congress after these funds have been available to the 
Navy, and price redeterminations. 


SAVINGS ON PRICE REDETERMINATIONS 


Now, with costs going up as they are today, do you estimate that 
there will be much saving on price redeterminations? 

Secretary Garss. On the contrary, Senator Saltonstall, I have the 
very bad news from the Bureau of Aeronautics that this program 
priced out is at the moment $300 million over the President’s budget. 
So that this cut would have a very drastic effect on our airplane 
procurement. 

I hope that this will turn out not to be as bad as forecast. 

And I answered the question previously on this to the effect that 
it would mean 125 planes less, but this repricing we are fearful is not 
existent. 

Senator SALronsTALL. In other words, since this budget was made 
up, 18 months ago, the prices have gone up so much that the difference 
in price is $300 million, but you hope it will be less? 

Secretary Gates. Yes. This is the figure I have in preparation for 
this meeting. 


UNOBLIGATED BALANCES 


Senator SarronstaLL. Now, just one other final question. 

Senator Ellender has been asking you questions on these unobli- 
gated balances. Now, as I tried to bring out, under the system of 
cost accounting in the Navy, your unobligated balances are simply, 
taking the case of a carrier—the money is set aside for the carrier, 
but it has not been obligated at the end of the year, but it is assigned 
to that carrier; is that correct? 

Secretary Garrs. That is correct, Senator. 

Senator SatronstaLL. Now, your unobligated balances as shown 
by the House report on page 52—at the end of the fiscal year 1957— 
was $1,752 million. And if your plans were carried forward in this 
budget, at the end of fiscal 1958 it will be $1,535 million. So you will 
reduce your unobligated balances by approximately $200 million dur- 
ing the vear. Is that correct? 

Secretary Gatrs. That is correct. 

Senator SALTONSTALL. So that the overall of the Defense Depart- 
ment, the unobligated balances, have been brought down and will be 
brought down further in this coming budget, by several billions of 
dollars, if my memory is right. 
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Senator ELLENDER. $2 billion. 
Senator Cuavez. Senator Bridges. 


HOUSE REDUCTION AND RESTORATIONS REQUESTED 


Senator Bripass. Mr. Secretary, what is the total cut, and what 
is the total that you are asking to be restored? 

Secretary Garrs. The House reduction was $685,645,000. Of this 
amount, $190 million was reductions in the Navy stock fund, the 
Marine Corps stock fund and the Navy industrial fund, which we 
are not asking to be restored, leaving a net reduction of $495,645,000. 

Of this amount—the $495 million—we are asking that $390,967 ,000 
be restored. 

On questions from Senator Saltonstall, I believe we covered each of 
these appropriations. 

Senator Bripces. How did the House leave the status of the 
carrier? 

Secretary Gates. It was in the House bill. 

Senator Bripcrs. How much was allowed? 

Secretary Gates. For $314 less 22—I want to be specific, because 
some of the money was in the 1957 program, Senator. Just a second. 

Senator Stennis. Page 55; is it not? 

Secretary Gatss. I have it, Senator. $292 million. 

Senator Bripeus. And that is the way it was reported by the com- 
mittee to the House. 

Secretary Gatss. That is right, sir. 

Senator Bripges. I have no other questions. 


MARINE CORPS APPROPRIATIONS 


Senator Ropertson. As you will recall, I have always expressed an 
interest in the Marine Corps, and when the Marine Corps gives the 
details of its budget, I would like for General Pate to see that we have 
presented to us the full meaning of two things in the House report; 
one, that the Marine Corps and Navy, for the maintenance and opera- 
tion of their Air Force, will be given $42,728,000 more than they had 
this year; two, that the Marine Corps for procurement is being given 
$67,700,000 above the estimated direct obligations in the President’s 
budget. That is when you include the unobligated procurement bal- 
ances that the Marine Corps has. 


EFFECTIVENESS OF SIXTH FLEET IN MEDITERRANEAN 


I want to ask Admiral Burke: Do you agree with the Secretary of 
Defense that the presence of the Sixth Fleet in the Mediterranean has 
been a definite influence for peace? 

Admiral Burke. Yes, sir. 

Senator Ropertson. That has raised the question, first, as men- 
tioned by our distinguished colleague from Louisiana, of to what 
extent our allies have loaded on us the burden of keeping open the 
sealanes for commerce and preserving the peace in waters that were 
not traditionally our waters. 

Of course, I assume that as a midshipman you were taught at the 
Naval Academy that the real seapower of Great Britain commenced 
with the great defeat of the Spanish Armada during the reign of 
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Queen Elizabeth. I was surprised the other day to learn, Mr. Chair- 
man, that at that time, after Great Britain had formed the East 
India Trading Co., had sent merchant ships over here, and was 
spanning all of the world, all of the tonnage of Great Britain could 
have been hauled in one-half of the capacity of one of our carriers of 
the Forrestal type, about one-half, 50,000 tons, all of it. 

The Forrestal is about 90,000 tons; is it not? 

Admiral Burke. A little less than that. 

Senator Rospertson. All of the commerce could have been carried 
with a ship about one-half as big. 

Now, is it true that we could not have effectuated our Monroe 
Doctrine without the help of the British Fleet? 

Admiral Burkes. Possibly we could have. We probably could not 
have. 

Senator Ropertson. Well, we could not even win the War of 1812; 
could we? 

Admiral Burkr. We won the war. We could not keep them out 
of the Capitol. 

Senator Rosertson. I think all historians say that we were richly 
indebted to the British for keeping war out of this hemisphere, by 
telling everybody, “If you try to violate the Monroe Doctrine, we are 
going to be in that fight.”” And they did not violate it. 

Admiral Burke. That is right. 

Senator Rosgertson. I think all historians will agree that in World 
War I, the British Fleet held the line while we got ready. 

Admiral Burks. That is right, sir. 


REVIEW OF WORLD’S NAVIES AT HAMPTON ROADS 


Senator Ropertson. I am not trying to evaluate how much ac- 
cumulated indebtedness we have incurred to Great Britain and other 
allies, but I am bringing up this point: Do you not think it would be 
very advisable for the members of this committee to go down to the 
greatest harbor in the world, Hampton Roads, and see the review of 
the navies of the world, that will be down there on June the 12th? 

Admiral Burks. Yes, sir. 

Senator Rosertson. That is all. 

Senator Cuavez. Senator Stennis? 

Senator Stennis. Mr. Chairman, I will yield to someone that has 
been here. 

Senator Youna. Senator Saltonstall asked most of the questions 
I wanted to ask. 

Are you appealing any items for housing? 

Secretary Gates. This is in the public-works bill, Senator, and not 


_ before the committee at this time. 


_ Senator Younc. How about other buildings? Are there any funds 
in this appropriation for other buildings? 
Secretary Gates. No; not in this bill. 


RUSSIAN PROGRESS IN SUBMARINE DEVELOPMENT 


Senator YounG. There has been a great deal of discussion in the 
last year or so about the quality of Russian equipment, particularly 
with respect to planes. Would you care to comment on new develop- 
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ments in Russian submarines? Do they have any nuclear-propelled 
submarines? 

Secretary Gates. Not that we know of, Senator. If you want 
Admiral Burke to elaborate, he will, but I have no knowledge that 
they have any nuclear submarines. 

Admiral Burke. We know the Russians are very interested in 
building nuclear-powered submarines. We know that from their own 
publications. We know that they have powerplants, commercial 
powerplants, nuclear powerplants. We know that they have contract- 
ed, and probably have nearly completed by this time, an icebreaker of 
25,000 tons, which they have called the Lenin, nuclear powered. And 
so we do not know that they have any nuclear-powered submarines in 
existence, but they either have now or they should have in a short 
while, we think. 

RUSSIAN AIRCRAFT CARRIERS 


Senator Youne. Are they building any new aircraft carriers? 

Admiral Burke. No, sir. The purpose of their navy is to deny us 
the use of the seas, particularly near Eurasia. And so they are build- 
ing a navy specifically for that purpose. They do not have to come 
over here with large forces. We have to operate. We have to use the 
seas. We have to get to Europe and Asia in order to carry the war to 
them. They do not. Their main function in time of war will be to 
deny us the use of the seas. And, for that purpose, they do not need 
aircraft carriers. 

Senator Younc. These are the items that I am most interested in. 
I hope there is nothing deleted in any of these appropriations that 
would slow up the procurement of the latest type of equipment. I 
think we have entered every war with obsolete equipment, and I 
certainly hope that we keep ourselves in pace with other nations in 
this respect. 

Admiral Burks. The difficult part of the cuts that have been pro- 
posed by the House is that our cuts are in major procurement and 
maintenance and operation. They really hurt, because they cut us 
down from our future capability in major procurement; that is, 
modern ships and modern aircraft, and they cut us down on our 
immediate readiness, by cutting the maintenance and operation. So 
we are hurt both ways, both in immediate readiness and in future 
capability. 

Senator CHavez. Senator Thye? 


NEW AIRCRAFT PROCUREMENT 


Senator Tuyn. In your budget for your aircraft and related pro- 
curement, you plan for 1,220 new aircraft, according to the House 
report. What were the number of planes that you would like to have 
planned for in your overall program? It is to be found on page 52 of 
the report. 

Secretary Gates. We would like to have restored the House reduc- 
tion, so that we can purchase 1,220 new aircraft, which we asked for 
in the President’s budget. 

Senator Tuy. Well, it says here in the House report that the funds 
recommended will provide for the procurement of approximately 
1,220 new aircraft. 
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This quantity, when combined with undelivered aircraft from prior years’ 
programs, will be sufficient to meet operating requirements during the period 
covered by the budget program. 

According to this statement, their estimates were that you could 
get your 1,220. 

Secretary Gatss. Yes, sir. 

Senator Toyz. Would you like to have more? 

Secretary Garters. No, sir. But, unfortunately, we believe that 
the House committee felt that the number of aircraft could be main- 
tained through a repricing of old programs and a sweeping up of some 
available money, because we would save some money. 

As I explained to, I believe, Senator Saltonstall, earlier, this is 
not possible. 

Senator Tuyr. I followed you on that. 

Secretary Gates. So, we will have to deduct aircraft from the 1,220 
if this cut is not restored. 


EFFECT OF CUT ON TOTAL AIRCRAFT 


Senator Toye. How many planes would you lose if the funds are 
not restored? 

Secretary Gates. 125, approximately. 

Senator Toyz. You would lose that number? 

Secretary Gates. Yes, sir. 

Senator Tuyr. Now, regarding the 1,220 you had programed and 
that you hoped to construct, what would happen to the present fleet 
of airplanes? Would you reduce the number, or would these 1,220 
be in addition to the existing fleet of planes? 

Secretary Gates. Well, it is always a net figure between attrition 
and obsolescence and new planes phasing in. We would hope to 
operate, I think, 9,700 combat, first-line aircraft. And I cannot be 
exact in answer to your question, but we would not add 1,220 planes. 
We would add some planes, and other older ones would phase out. 

Senator Toye. In other words, you would declare some obsolete, 
and you would intend to just junk them in the normal process? 

Secretary Gates. Yes. 


RELIANCE ON GUIDED MISSILES 


Senator Tuyr. The only other question I have, Mr. Chairman, is 
this: You anticipated adding 1,220 to your new fleet, but you also 
proceed with your guided missiles. When could you foresee the day 
when you would phase out some of your older type defense equip- 
ment and rely more greatly on the guided missile as both a defensive 
and an aggressive weapon? 

Secretary Gates. Well, Senator, that is a very important ques- 
tion. I think we ought to be conscious of this all the time. But 
when we do one thing versus the other as a matter of long-range judg- 
ment and degree—I think we are integrating missiles now in and tak- 
ing that into consideration. And the fact is that this 1,220 aircraft 
is considerably less numbers of aircraft than we have heretofore 
believed essential to maintain our operating aircraft. So we are con- 
sidering the impact of guided missiles all of the time, as a matter of 
general balance, as we make improvements and breakthroughs and 
as the missiles become better and the costs come down. When you 
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e‘iminate certain things versus others, and to what degree, is a 
matter of annual review and judgment. 

Senator Tuyx. If the information is not classified can you tell me 
whether you have projected yourself into the future of, say, the next 
2 or 3 vears, on the basis of your hoped achievement in guided missiles? 
When I say “hoped achievement,” I mean so that the accuracy would 
be more certain and the striking power would be determined. Have 
you projected yourself into that field, so that you are quite sure that 
this is the expected goal of 1960, and that if that is an expected goal, 
the missile promises to be a defensive weapon as well as a military 
striking weapon? 

Then can you see a phasing out of this type of a military expenditure, 
° im mivolved in these 1,220 new planes to be added to your present 

eet ! 

Can you see a tapering off of this expense as you have assumed the 
expense and the additional load in the guided missile and that type of 
warfare? 


GUIDED MISSILE IMPORTANCE IN LONG-RANGE PLANNING 


Secretary Gates. We are taking that into consideration in every- 
thing we do, in our long-range military planning. And obviously we 
are ordering the best weapons that we know how to order, considering 
the improvements in the total striking capability of the Navy. Thisis 
a business we would be very negligent if we did not do. And we do 
it several ways. 

We do it 2 or 3 years ahead, and we do it for 1965. 

I cannot personally foresee—this is again a military question; 
maybe Admiral Burke should answer it—the time when manned air- 
craft are going to be eliminated and guided missiles are going to take 
their place. 

Senator Toye. Not entirely eliminated. But, however reluctant 
they were to give up the cavalry and the artillery horses, the day came 
when they were obsolete. And there were those that argued that 
point, when I was a military man, quite decisively in many of the 
barracks conversations. 

Secretary Gates. I used to be in the horse cavalry, Senator. 

Senator Toyz. And you were reluctant to think about the day 
when the horse would go out of existence in that branch of the mili- 
tary. We were always thinking in terms that the new weapon would 
be an addition, and we were always thinking that, ‘Well, we will 
always have the horse. There is certain terrain that you cannot 
cover except by horse.”’ 

Now, that was the argument that some of the senior officers ad- 
vanced to me in Texas in 1917. 

Admiral Burke. Could I answer that, sir? 

Senator Tuyr. Yes, sir. I am seeking the information, because it 
looks like a burden we can never shed ourselves of, if you keep adding 
to and never see one replacing the other. 

Admiral Burke. That is unfortunately always true, sir. You 
always have that overlap. 
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REDUCTION IN OPERATING AIRCRAFT 


Now, I would like to call attention to the fact that last year the 
Navy had in its number of operating aircraft about 10,000 aircraft. 
This year we have come down to our present operating aircraft, 
something around 9,700. So we have come down within a year about 
300 operating aircraft. 

Senator Toyz. You have not weakened your national defense by 
so doing, because you have added what you think is a new phase; 
radar, the guided missile, and the interceptor. 

Admiral Burke. That is right. These new aircraft are better than 
the old ones. 

Now, in the future we have got, of course, several things, several 
different types of missiles, and so perhaps we could just discuss one 
of them, surface-to-air missile, and its effect on fighter aircraft. 

Now, you cannot replace fighter aircraft with a hoped for missile. 
You have got to have the capability in your hand and at sea, ready 
to operate, before you can eliminate your aircraft. 

We are just now starting to get into the fleet a few guided missile 
ships. Those guided missiles have been very good. 

In addition to that, a fighter aircraft has greater range and has 
judgment in the pilot and can do things that the pilot cannot do. So 
it has capabilities beyond that existing in any guided missile. 

So because of the judgment factor, it is probable that you will never, 
in the next few years—at least in the next few years—replace com- 
pletely fighter aircraft with guided missiles. 

Now, as our guided missile ships join the fleet, some time in about 
1963 we should be able to reduce the numbers of fighter aircraft. That 
is based upon a very tentative program, and it is dependent upon us 
getting a certain amount of money from Congress and certain progress 
being made in missiles and all the other Sdactens and technical 
factors. 

REPLACEMENT OF ATTACK AIRCRAFT 


But along about 1963, we should be reducing numbers of fighter 
aircraft, because surface-to-air guided missiles will have come into the 
fleet. We won’t have eliminated fighter aircraft. I don’t think so. 
Maybe we will change our mind later on. 

Senator Tuyr. But you can foresee a very greatly reduced military 
strength insofar as the number of planes, both in connection with the 
interceptors and bombers, and you will, of course, always have to 
have planes to transport troops and supplies. 

Admiral Burke. The bomber aircraft and attack aircraft are a 
little more difficult problem, and we cannot foresee yet, because we 
have not had oul experience yet in surface-to-surface missiles to 
foresee when it could possibly replace attack aircraft. Some day 
they probably will, but there are a lot of technical problems to be 
solved before any estimates are worth anything at all. 

Senator Tuyr. But the scientist and the engineer working on that 
question do hold out hope that the day is not in the far distant future 
when the guided missile and that type of warfare will permit you to 
phase out some of the overhead burden that we know exists in a dupli- 
cation of guided missiles and the air strength, or the number of planes 
that you have to service and maintain and do the housekeeping on, as 
they are stored, and they become obsolete with each passing year. 
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They will have to be phased out with new type of equipment. 
Admiral Burks. They will be phased down. We have alread 
phased down some, and we will probably phase down a little bit alll 
year. But I would not want to go on record as saying that the sur- 

face-to-surface missiles will surely replace the other aircraft. 

Senator Tarr. There is some promise. The British apparentl 
must have recognized the promise, because they have sort of resched- 
uled their own defense. 

Admiral Burke. They are betting on something that is not here yet. 

Senator Toyz. Mr. Chairman, that is all. 

Thank you. 


INCREASE IN COST OF DEFENSE PROGRAM 


Senator Stennis. Mr. Chairman, I do not have any questions to 
ask here. I understand we are going to have a briefing in executive 
session on some matters, and also we will take up these items from 
Mr. MeNeil and others. 

I would like to add a word to what Senator Thye has said about 
phasing in these new programs; and speaking certainly at the opposite 
end of the table from anyone that has military knowledge, I think 
that your military program will go up in cost rather than down at 
advent of all these new weapons and missiles, and it is going to be 
necessary for you to make some choices. 

As you phase in, you are certainly going to have to phase out. 

Admiral Burke. That is right, sir. 

Senator Stennis. And I think you gentlemen are pretty slow on 
phasing out. That is natural. I do not say that in criticism. But 
I think you are going to have to make some choices. 

The economy of this country can only stand somuch. And I know 
you realize that. I do not say these words critically. But when we 
add this missile program that you know is coming, you can easily 
envision a $50 billion military budget per vear, unless there are some 
choices made in some of these activities now that are important but 
still are going to have to be phased out. Do you think so? 

Admiral Burks. Yes, sir. I think I agree with everything you 
have said, sir, except the word “slow.” 

Senator Stennis. Yes. I know according to your standards you 
are not. And I would not want the final decision left to me. I might 
be too fast. 

Let us ask the Secretary: Do you agree with the admiral generally 
on that? 

Secretary Gatsus. Yes; I do, Senator Stennis. Of course, the initial 
cost of guided missiles is enormous, and also technically they are not 
perfect always. There are some of them that are fine operational 
missiles. But we hope to have better missiles at cheaper cost. 

Senator Stennis. I know. 

I raise that point now, Mr. Chairman, because I believe it is in the 
pravare for the next 5 years and is something that has got to be met 

ead on and some decision made, if not by you gentlemen, then by 
the Congress. And I hope that you will make the decisions and bring 
them to us for confirmation. 

But this thing is mounting fast and will continue to mount, with 
your missile program on top of what you have now. 

Secretary Gartss. I think, Senator Stennis, we are making an intelli- 
gent compromise as an approach to it. 
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Senator Stennis. I am sure you are trying, and I do not suggest 
in any way to the contrary. 

Senator CHavuz. Senator Dworshak? 

Senator DworsHak. No questions. 

Senator CHavnz. Senator Symington? 

Senator Symrneron. It is 12:30, Mr. Chairman. I have some 
questions I would like to ask this afternoon, if that is all right with 
you. 

Secretary Garrs. Three o’clock, Mr. Chairman? 

Senator Cuavez. Three o’clock. 

(Whereupon, at 12:30 p. m., a recess was taken until 3 p. m., this 
afternoon.) 


AFTERNOON SEssIoN, 3 P. M. (TUESDAY, May 28, 1957) 


Senator Cuavez. The committee will come to order. 
Senator Smith, I believe you have some questions to ask of the 
Secretary. 


NAVY POLICY ON CONFORMANCE WITH CONGRESSIONAL REQUESTS 


Senator Smiru. Very few, Mr. Chairman. 

Mr. Secretary, what is the policy of the Navy Department with 
respect to answering requests of Members of Congress for information 
on how the Navy is spending the money Congress appropriates? 

Secretary Gares. I would say, Senator Smith, to answer them 
promptly and fully and as completely as we can. 

Senator Smrru. Does that policy extend to the Bureau of Ships of 
the Navy Department? 

Secretary Gates. It does. 

Senator Smiru. Does it extend to requests for dollar costs and 
statistics on ship-construction awards? 

Secretary Gates. Yes; it does. 

Senator Smrru. Mr. Secre tary, I am glad to hear you say that your 
policy is to provide such information so ‘that we here in Congress, too, 
can judge whether construction awards are being made at the least 
cost and in the best interest of the American taxpayers. I have the 
fullest confidence that you had it that way, but, apparently, it is not 
the policy of the Bureau of Ships. I would suggest that you check 
with the Bureau of Ships, which is withholding dollar costs from 
Members of the Senate and from this committee. 


EFFECT OF REDUCTION IN RESERVE PERSONNEL 


Now, Mr. Secretary, I notice in the questioning of Senator Salton- 
stall you said you were not asking for the restoration of the cut in the 
Reserve personnel, 

Secretary Garrs. You are correct, Mrs. Smith; we are not. 

Senator SmirxH. Why are you not? I think it is $500,000 for the 
Navy and $300,000 for the Marine Corps. 

Secretary Gares. I think it was primarily the problem of having 
some items that were of greater importance, that we want to make 
sure are restored, Mrs. Smith, and felt that we could live with the cuts 
of this amount in the Reserve personnel markdown by the House. 
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The “Reserve personnel, Navy,” reduction will affect somewhat 
the proficiency of 1,500 enlisted personnel completing 2 years’ active 
duty, because we will not have as much money to assign them to drill 
units. But I think, in the general policy that we adopted for what 
we should do with this budget, that this was not as important an item 
to us as the major ones which we talked about this morning. 

Senator Smitn. Mr. Secretary, would you be willing to tell the 
committee whose decision that is? Is that your decision? 

Secretary Gatss. Yes; it is. 

Senator Smit. Upon the advice of whom? 

Secretary Gates. I must take the responsibility for this, in con- 
nection with my associates. 

Senator Smiru. I am interested in knowing exactly what effect the 
cut will have in the Reserve program. 

Secretary Gates. I probably, then, should supply a better answer 

to you for the record, unless someone ‘here can give it to you, but my 
notes on the subject say that we will affect the proficiency ‘of some 
1,500 enlisted personnel, because funds will not be available to permit 
them to drill-pay units. 

So, in the total Reserve program, if this statement is detailed 
enough, approximately 1,500 people fewer will be assigned to a drill- 
pay status. 

Senator Smitn. Mr. Secretary, would you know how that compares, 
percentagewise, with the cut in the Regular Establishment? If you 
do not have it now, will you provide that for the record? 

Secretary Gates. Yes. 

(The information requested follows :) 


Effect of House reduction on Regular and Reserve Forces of the Navy 








Budgeted Effect of Percent a dollar 
strength | House cut personnel reduction 
| reduction 
| 
Na ctiiticti cba dneiesnnenese 675, 000 rete Sates ona aa 1.6 0.72 
Pe iiccs cart tesebanntnnnneencneekeuee 150, 383 | 1, 00 | 1.0 . 58 








FAILURE TO MEET OBJECTIVES OF RESERVE PROGRAM 


Senator Smitu. Mr. Secretary, is the observation that the Reserve 
program has consistently failed to meet the objectives set forth in the 
budget from time to time justified? I take that from a House report. 

Secretary Gates. I do not know exactly what that refers to, Mrs. 
Smith. Does that refer to people? 

Senator Smiru. Yes; to numbers. 

General Pate. May I speak to the Marine Corps part of it, if | may? 

Senator Smitu. Yes. 

General Pars. This year we are a little ahead of our program. It 
is true in the past there has been some lack of personnel available 
joining up in the Reserves, but I am happy to say ours is up to and 
will be over strength. 

Senator Cuavez. In your Reserves? 

General Pater. Yes. 

Secretary Gates. The Navy is up, also. 
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Admiral Burke. We are just about on our schedule. What this 
means is that we do not go up as far as we had planned in 1958. We 
could meet that schedule in 1958. 

Senator Smirn. Cutting the budget request will not be an incentive, 
but instead, will discourage the Reserve program, will it not; and is 
that what you see? 

Secretary Gates. We project our drill pay strength, Mrs. Smith; 
from the end of 1956 it was 150,000. 1957 it dropped, 147 000. 
1958, 150,000. Working toward a goal of 155,000. So that we antici- 
pate ‘that our objective will be reached of 155,000 in fiscal year 1959. 
So our planning work is at least for an increased Reserve. 

Senator SmirH. Even though the budget request is cut? 

Secretary Garrs. Yes. The budget cut will probably affect the 


quality, the degree of improving the quality of the Reserve rather 
than numbers. 


Senator SmirH. Is that not important? 
S S Pp 
Secretary Garzs. Yes; it is. 


NEED FOR FURTHER CONSIDERATION OF RESTORATION REQUEST 


Senator Smirx. Then should not further consideration be given to 
the request for restoration of this, rather than leaving it to those 
who do not feel that the Reserve is as important as some of us do? 

Secretary Garus. Well, being a Reserve officer, myself, I think I 
would be in favor of the restoration. As I say, I think what happened 
was that there were more important mentions in the budget. It was 
not intended to slight the Reserve. I do not feel they are unim- 
portant. 

Senator Smiru. Mr. Secretary, I knew you were a reserve in the 
service. That is one reason why I asked the question. I find that 
in asking people of the Regular Establishment, I do not get as much 
understanding and sympathy as I do the reservists. 

Admiral Burke. Mrs. Smith, may I answer that? 

Senator Smiru. I think the overall Reserve program is so far more 
important than you give it credit for being, especially in the Regular 
Establishment. I think the Regulars are so bound with their own 
work and with their own—I do not want to say i 
overall program, that they overlook the need in case of emergency and 
that is when we need the reservists. 

Admiral Burke. Mrs. Smith, may I object? 

Senator Smiru. Yes, indeed. I will be very happy to have you. 





IMPORTANCE OF RESERVE COMPONENT 


Admiral Burke. Our Reserves, I think, are a part of the Navy. 
They are integrated into the Navy. A Reserve policy board came 
down to W ashington the last week and we were di scussing various 
problems which are confronting us in the Navy. It is impossible to 
separate the problems which confront the Reserve with the problems 
of the Regular Navy. They are actually part of it. 

We have Reserve people at sea now as part of the operating force. 
The whole Navy is geared very closely together. I think there is no 
organization in the world that pays as much attention to the Reserve 


personnel as we do. Nor is there any other organ-zat-on in which 
they are a greater part. 
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We cannot function effectively without the reserves. In time of 
difficulties they man their stations right quickly. And the speed 
with which things must be done now, they must be extremely well 
trained all the time in order to man their stations properly. 

I think that our Reserve people appreciate that. There used to be 
a big schism between Reserves and Regulars. I do not think that 
exists any longer. 

Senator Smiru. In the Navy? 

Admiral Burks. In the Navy. We have been working hard to 
take that out. That is why I want to make these remarks. I feel 
that our reserves feel that they belong to the whole organization; 
that they do not feel so much as if they are a special organization that 
joins up or something like that. They are part of the Navy as a whole. 

Senator Smiru. Admiral, thank you very much for that statement. 
I agree with you completely. The thing that disturbs me is that you 
are not asking for restoration. I do not want happening to the Navy 
what is happening to the other services at times. 

Thank you very much for your understanding statement. Thank 
you, Mr. Chairman. That is all. 

Senator CHavrez. Senator Symington, Senator Dworshak is next 
in line, but he is not here at the moment, so you may proceed. 


THE CORDINER REPORT 


Senator Symineron. Thank you, Mr. Chairman. 

Mr. Secretary, have you heard of the Cordiner report? 

Secretary Garus. Yes. 

Senator Symineron. Do you approve it? 

Secretary Gates. Yes, Senator. 

Senator Syminetron. Without reservation? 

Secretary Gates. Yes, Senator. 

Senator Symrneron. Did you recommend its approval to the Sec- 
retary of Defense? 

Secretary Gates. Yes, I did. 

Senator Symineton. May I congratulate you on being forthright 
with respect to your opinion of this report. 

Secretary Gates. We priced out the Cordiner reports and studied 
it very carefully in the Navy, and think well of it. 

Senator SymMincTon. And you believe its findings are well founded? 

Secretary Gates. Yes, I do, sir. 

Senator Symineton. There are things in it which might be changed; 
but it is refreshing to have somebody give a frank position. 

I heard you mention the Pentagon organization this morning. Inas- 
much as this committee is primarily interested in saving maximum 
money for the taxpayer without at the same time in any way affecting 
our security, and inasmuch as there have been a good many statements 
on this question recently, I would like to ask you some questions about 
it. 


EFFICIENCY OF PENTAGON ORGANIZATION 


Am I to understand that you believe the present organization in the 
Pentagon is in effect ideal from the standpoint of maximum efficiency 
at minimum cost? 

Secretary Gates. I would not go so far as to say it is ideal, Senator 
Symington. I think it is as good an organization as could be devised, 
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at least the framework of it is as good as could be devised. It is 
relatively new, as you know. It seems to me it ought to be given an 
opportunity to func tion. 

Senator Symrneton. In World War II we had eight Secretaries. 
That was good enough to win the war. Now we have some 34, and I 
think a couple more were asked for last year, but then withdrawn at 
least temporarily. Do you feel all these new Assistant Secretaries of 
Defense in no way interfere with the responsibility and authority of 
the Assistant Secretaries and Under Secretary you have in the Navy? 

Secretary Gates. No, I could not say that I do feel that, Senator 
Symington. I think this depends on how people work. I think it is 
very difficult for honest, intelligent people to stay out of operations. 
These people are supposed to be in policy. When they build organi- 
zations to support the policy they have a very difficult time not getting 
into operations. 

I feel that this slows up the procedure somewhat and perhaps 
causes unnecessary review and paperwork. So I would not say in 
every respect I can consider that ideal or necessary 


POSSIBILITY AND DESIRABILITY OF UNIFICATION 


Senator Syminecron. I hesitate to use the word “unification” be- 
cause as soon as you do, it is comparable to someone taking a seconal 
tablet to sleep better and then having somebody talk against being a 
drug addict. 

When you say “unification” they say, ‘Down with the single 
suit.” What I am talking about has nothing to do with a single 
suit. 

Do you think further unification is possible or desirable? 

Secretary Garrs. Maybe you have to define it a little better for 
me, Senator. I think the Secretar y of Defense has all the authority 
necessary to further unify the services. I do not know exactly what 
the broad term “unification” means. Do you mean a single Chief of 
Staff or stronger power in the Secretary of Defense? 

Senator Symincron. Let me quote to you somebody who has had 
more experience in the military than I, President Eisenhower. Some 
years ago he said: 

Finally, there is no such thing as separate land, sea, or air war. Therefore, we 
must recognize this fact by establishing a single department of the Armed Forces 
to govern us all. 

Would you agree with that based on your knowledge? 

Secretary Gates. I think that that is what was done in establish- 
ing the Department of Defense. 

Senator Symrneron. Do you think we now have, with the Army 
and Navy and Air Force and Marines, plus the Department of De- 
Defense, a single department? 

Secretary Gares. Civilian department; yes, sir, with authority. 

Senator Symrneron. With administrative control? 

Secretary Garres. With authority and administrative control. 


STATEMENT OF CONGRESSMAN SCRIVNER 


Senator Symineron. Now, I notice a Congressman from Kansas, 
Mr. Scrivner, says last Friday in a debate on the floor of the House; 
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I am convinced that vast sums can be saved if our concepts of military organiza. 
tion are realined to take the best advantage of atomic war missiles, aircraft, and 
other weapons, and by eliminating the previously mentioned present rivalries and 
tensions that exist between the services as now constituted regarding the roles 
and missions they are to carry out and the weapons which they are to use. If 
this is not done, vast sums will be wasted. 


Do you believe there is merit in that observation? 


VIEWS ON UNIFICATION 


Secretary Garss. I would say it was a little exaggerated. I do not 
think vast sums are being wasted, and I do not think any of us over 
there would tolerate vast sums being wasted. I think that some of 
the questions are extremely difficult and that it is a good thing we 
have an open debate here and other places concerning it. 

I think this is a healthy situation. I would hate to see it changed. 
It is in the American tradition, and I think there are not many 
answers to these questions. Serious men are trying to find the answers 
with the help of the public and the Congress and everyone who under- 
stands such things. 

I do not think everything is perfect, Senator Symington, but I do 
not believe there is a great misuse of funds or great waste involved. 

Senator ELtenperR. Will the Senator permit me to ask Secretary 
Gates one question? 

Senator SymineTon. I always am glad to yield to my friend from 
Louisiana. 

UNIFICATION IN ATTACHE SYSTEM 


Senator ELtenpver. For the past 5 or 6 years, Mr. Secretary, I 
have been trying to get unification in the attaché system abroad. I 
find that the Air Force and the Army cooperate very weil in provid- 
ing for the pooling of clerical help and other maintenance help, but 
the Navy will not. The Navy must have its own. The Navy must 
have its own paymaster, although one paymaster serves the Air 
Force and the Army. 

I have been trying to find out why one paymaster could not serve 
all three services. 

Secretary Gates. Senator Ellender, I believe that we do pool serv- 
ices and facilities and communications in the Navy along with the 
other two services. 

Senator ELLeNpER. But you do not do it in the attaché system 
unless you have done so in the last 6 months. 

Secretary Garters. I believe we do now. I do not know when it 
was instigated. 

Senator ELLtenpek. If it has been instigated, it must have been 
done recently. 

Secretary Gates. I am quite sure we do now, sir. 

Senator ELtenper. If you have it now, I am delighted. I have 
been trying to get it for the last 6 years. So am I correct in assuming 
that today you do not have separate paymasters? 

Secretary Gates. I am not sure about the pay. My impression 
is, Senator, that an experiment was tried in Rome—I am quoting 
from memory—for about 6 months under the supervision of the 
Department of Defense, and that it was found that it was cheaper 
and easier to pay the people separately. 
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But in the cases other than pay, I believe there is a policy in effect 
where we have merged the common services such as communications, 
janitor services, automobile pools, and that kind of thing. 

Senator ELLENDER. I certainly would like you to look into it and 
tell us why one paymaster cannot take care of pay for all of the armed 
services in the attaché system. 

Secretary Gates. I will look into it, Senator. 

Senator ELLENDER. I wish you would. 


PRESIDENTIAL PRESS CONFERENCE 


Senator SyYMINGTON. In a press conference held only a few days 
ago, the President said: 


And I certainly hope that I was preaching and praying for unification, which 
never did take place quite in the form I thought it should be— 

I was monitoring the Unification Act 11 years ago right now with 
the Congress under his direction and that of Secretary Patterson. I 
wonder if you agree there should be further unification as he obviously 
does by that statement; and, if so, where it should be? 

Secretary Gates. Senator, I read a newspaper account of that press 
conference. As I understand it, he was complimentary of the progress 
that had been made, and he said that further unification could take 

lace. I got the impression from reading it, not too carefully, that 
1e was talking about a better joint use of facilities, a better use of 
common services and so forth, not talking about the basic organization 
of the Department. There is always room for improvement in support 
activities, and we work at it all the time to see how we can do better 
with them. 

Senator Symrneton. I have it here and would be glad to show it to 
you. I do not think he praises what is going on as | look at it here in 
response to the question. This apparently resulted in some criticism 
by Dr. Vannevar Bush who, as you know, had great experience during 
the war, and after the war, in this field. 

Secretary Gates. I have heard Dr. Bush on the subject, Senator. 
I know that Dr. Bush volunteered this information, as many others 
are now doing. 

Senator Symineton. The question in the press conference was, 

I think the point Dr. Bush was trying to get at, sir, was not the question pri- 
marily of procurement, but the question of the philosophy of the Joint Chiefs. 
The answer to that, on the President’s part, was ‘‘Yes.”’ 

Then Mr. Reston’s question continued: 
and his charge was that there was a kind of tacit agreement among the Chiefs so 
that one would not oppose the demands of the other, and came out not with | 
war plan, but with 3 war plans, as he put it. 

The President answered: 

Yes. Well, | don’t believe that. I do not believe there are three war plans, but 
I do believe this: That each one is trying to protect very earnestly what he 
believes should be his own capabilities and to get the things for him, for example, 
guided missiles of all kinds, every kind of bombs. I believe then that the war 
plans are not clear enough in fixing responsibility possibly and we could do it 
cheaper there. 

STATEMENT BY CONGRESSMAN SCRIVNER 


In the statement made by Congressman Scrivner, who has had a 
great deal of experience in this field as a member of the House Military 
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Affairs Subcommittee of the Appropriations Committee of the House— 
he says: 
As I said, there ought to be a new study made to clearly define the roles and 


missions as they now exist. Then I feel that there should be a realistic test made 
as to some of the claims which each of the services make. 


QUESTION OF WEAPONS SYSTEM EVALUATION 


There was an article by an experienced columnist on this subject, 
the other day, called Put Up or Shut Up, suggesting some practical 
war gaming. You do have problems which make it difficult for us in 
effort to see where money can be saved. 

For example, it seems to me dubious whether certain new types of 
modern antiaircraft would be effective. The Chief of Staff of the 
Army said Nike was a short-range missile. 

Now, we have air-to-ground missiles which are supersonic, the 
Rascal, for example; and I am sure that the Navy has comparable 
air-to-ground ballistics missiles. It is hard to see why, if the mother 
plane stayed just out of the range of the Nike, how it could be effec- 
tive against supersonic airplanes firing air-to- ground supersonic bal- 
listics missiles, or long-range ground-to-ground missiles. 

As you know, billions of dollars of the taxpayers’ money are now 
going into Nike. There fore, my question would be, Do you not think 
that in this whole situation of weapons-systems evaluation, we ought 
to have some practical tests to determine whether we need all the 
types and character of firepower delivery prevalent in the services 
today? 

Secretary Garters. I think, Senator, we do have tests. I think 
again you are a little over my head in talking about a specific Army 
missile. I believe Dr. Bush’s theory is, as I have heard him explain 
it, that a man cannot be a member of the Joint Chiefs of Staff and 
divorce himself from the fact that he is a service chief. I do not 
agree with this. 

I do not see why honest, capable, military people cannot divorce 
themselves from their service position and give an honest, objective 
military opinion any more than I can see why a—lI mean, it is just 


like saying a President cannot be a President because he is a member 


of a political party. I think there is room for improvement. 
KISSINGER ARTICLE 


Senator Syminecron. I will reserve if then for Admiral Burke. 
Have you read the Kissinger article in Foreign Affairs in April? 

Secretary Gates. Yes, | have. 

Senator Symincton. The basis, almost the thesis of that article, is 
that each service is trying to set itself up to be able to fight all types 
of war by itself. Certainly there is some duplication, even inside 
some of the services. I am sure there is some duplication, for example, 
in TAC as against JAC in the Air Force. 

So far as the taxpayers are concerned, that is very, very expensive. 
Do you not think we might have some real war gaming so there 
could be actual tests between weapons systems; not just in each 
service, in order to find out what is the better way to do the particular 
job in question? 
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Secretary Gates. Yes, I think so. I think we do do this and I think 
we should continue to do it. The Kissinger article is a serious article 
by apparently a bright young student. I do not know what practical 
experience he has had in operating an organization or in the military, 
for that matter. There are a lot of gaps in his article. 

He does not answer who the Joint Chiefs of Staff are, whether 
there is even going to be a Marine Corps, or a service Secretary. 

Senator Symineton. You are talking about his suggestions for 
solution, not his analysis of the problem. 

Secretary Gates. Yes. I think that the Joint Chiefs are doing 
the best they can to make available to the United States an alternative 
service of methods which they should have to project United States 
power overseas in cold, limited, or hot war. 


NEED FOR PRACTICAL WAR GAMING EXERCISES 


Senator Symineton. Let me go back again to the question. Some 
of these matters have to be adjudicated; else, as several Members 
said last week in the House debate, your budget will go on up auto- 
matically. 

Fighter planes are up tremendously from what they used to cost 
the Air Force. Carriers are up tremendously from what they used 
to cost in the Navy. The far greater cost of Nike installations has 
no relation whatever to the former cost of antiaircraft batteries. 

Do you not think there ought to be some practical war gaming 
actual exercises with modern cameras to make a real effort to decide 
some of these problems, instead of just letting the American people 
and the Congress continue to pay heavily for taking the whole ques- 
tion on faith, you might say. As it is, each service chief fights to get 
as much as he can for his own service—for which you cannot blame 
him? 

Secretary Gates. I am not trying to avoid the question because I 
do not know exactly what war game would be other than what we are 
now doing. I think proper war gaming at the proper time is an 
important way to evaluate what you should put your chips on. 

So in principle, I would agree with war gaming. But I do not agree 
that each service chief is trying to get what he wants exclusively for 
his service. I think he is trying to get what he believes be must Sore 
to undertake the mission that has been given to him by the basic 
policy of the country. 

I believe he is trying to fit this in and I think there is an amazing 
amount of agreement at the top of the Department of Defense. 


AIRLIFT POTENTIAL 


Senator Syminetron. One of the Chiefs testified before this Com- 
mittee 2 or 3 days ago. On airlift, I asked him how he could feel 
that it was right for the Air Force to cancel the C-132’s on the ground 
that the C-133 was as much a new step forward as they wanted to 
take, and then not have any money in this proposed fiscal year 1958 
budget for building any C-133’s. I asked him why there apparently 
was no protest from the Army when they found the Air Force was not 
building C-133’s. My impression, based on his reply, was that 
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apparently he felt that was something of a raffle in the Joint Chiefs, 
with a fiscal limitation at that time; and the Army just lost out. 

I would not want to speak for him. The record is available. [ 
have no criticism whatever for each Chief wanting to do the best he 
can for his own service, but that was one of the reasons why I always 
= Pn Chairman of the Joint Chiefs should have a vote on the Joint 

iefs. 

Secretary Gates. I would think from a practical point of view he 
really does have a vote, because he is the principal adviser to the 
Secretary of Defense, and to the President. 

Senator Symineton. Based on the fact that he can set the agenda, 
he might be the whole Joint Chiefs himself. You could carry that too 
far. I was surprised to hear the informal authority that he had from 
the rules and regulations now in force in the Joint Chiefs, but I was 
trying to approach this from the standpoint of the National Security 
Act, so that whatever his authority, the Congress and the people would 
understand. 


MARINE FORCE LEVEL AND AVAILABLE AIRLIFT 


Now, let me ask a question, if I may, with respect to the Marines. 
What force level do you plan for the Marines? 

Secretary Gates. 200,000. 

Senator Syminetron. What was it last year? 

Secretary Gates. 200,000. 

Senator Syminetron. What was it the year before? 

Secretary Gates. 215,000. 

aaaree Symineton. You do not plan to cut it any more; is that 
right? 

Secretary Gatrs. No, sir; not as of this time. 

Senator Syminetron. Have you any airlift for the Marines? 

I know you have helicopters, but is the theory of the Marines that 
they will be transported primarily by ships? 

General Parr. Senator Symington, we have no airlift as such, 
either in the Navy or Marine Corps. There are some transports that 
are available. Mostly they are logistics. They could be used for a 
small number of troops. 

Senator Symrneton. I think you do have some airlift in the Navy. 

General Pare. I am speaking of the Navy, too. That is largely 
logistic support and not for the fifting of troops. I think if any major 
movement was required to move the Marine Corps we would have 
to turn to the Air Force just like the Armv does. 

Senator Symineron. Based on the Air Force airlift now available 
for the Army, and knowing General Pate’s determination to keep the 
Marines on a par with the other services, | want a ringside seat when 
this argument starts, knowing the limited amount of combat airlift 
now available for anybody. 


PERSONNEL REDUCTION 


Senator SALTonsTALt. I have a question for clarification. Maybe 
it is clear to my distinguished colleague. 

Mr. Gates, you said to me, as I understood you, that there would 
be a 12%-percent cut in personnel. 

Secretary Gates. Headquarters, Washington. 
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Senator SALTONSTALL. So that does not apply either to the Navy 
or the Marines in the field, combat force? 

Secretary Gates. No, sir; this is staff personnel and headquarters 
personnel. 

Senator SALTONSTALL. So that the cuts in money that you men- 
tioned, this 12% percent 

Secretary Gates. Would not be related to the force levels of the 
Navy or the Marine Corps. 

Senator SaLronsTaLL. Thank you. 





NAVY FUNDS REQUESTED 


Senator Symineton. Mr. Secretary, when you submitted your 
budget to the Secretary of Defense, what did you ask for? 

Secretary Gates. It was approximately $1 billion more than was 
approved, $11,400 million is my recollection, Senator. 

Senator Symrnetron. Of what you submitted? 

Secretary Garters. Yes, sir. 

Senator Symineton. You received $10,400 million. 

Secretary Gates. Yes, sir. 

Senator Symineton. Have you read a talk made by our colleague, 
Senator Jackson, on the Senate floor yesterday? 

Secretary Gates. As I came over here, someone handed me the 
talk. I have it here, but I have not read it. 

Senator Symineron. It has to do with the submarines. 

Secretary Gates. I understood it dealt with the submarine missile 
offensive capabilities. 


AMOUNT REQUESTED FOR SUBMARINES AND MISSILES 


Senator Symineron. That is right. Could I ask how much was 
in the budget you originally submitted for surface vessels, submarines, 
and airplanes, and how much was there for submarines and missiles; 
and then how much you had in the revised budget for surface vessels 
and airplanes, and how much you had in the revised budget for sub- 
marines and missiles? 

I would appreciate the submarines and missiles being broken down. 

Secretary Garters. In the budget we are submitting to the Congress, 
we are asking for 3 guided-missile submarines and 1 submarine—all 
nuclear—1 submarine that is not guided missiles. The average cost 
per unit—lI will have to multiply this out for you—for the guided- 
missile submarine it is $61.7 million. And of the submarine that is 
not a guided missile submarine, it is $43 million. So that would be 
around 220 million-odd dollars for submarines. 

You asked me what was taken out of the original submission that 
we made? 

Senator Symineton. Right. 

Secretary Gates. In the reduction in the shipbuilding program of 
the Navy’s budget submission to the Department of Defense, prior to 
the transmittal to Congress—is this the figure you want—there was 
eliminated one nuclear-powered guided-missile submarine. 

Senator Symineton. That is the figure I want. 

Secretary Gates. There is 1 more, 1 additional, which would have 
been a total of 5 instead of the 4 we are requesting. 

(The following additional information was furnished:) 











214 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Comparative budget figures—Surface ships and aircraft, and submarines and missiles 


{In thousands of dollars] 
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1 Includes research and development cost. 


RUSSIAN SUBMARINE BUILDING 


Senator Symineton. How many submarines a year do you figure 
that the Russians are building? 

Secretary Gates. 100. 

Senator Symrnetron. About 100 a year? 

Secretary Gates. Yes, sir. 

Senator Srmincron. Does that come from national intelligence, as 
well as naval intelligence? 

Secretary Gates. Yes, sir. 

Senator Symrneron. If you said last year at this time, for example, 
that there were 450 submarines, then based on that intelligence there 
would now be 550; is that right? 

Secretary Gates. That would be approximately correct. 


BUDGET REVISION 


Senator Symineton. You gave us the total submarine money. 
What was the total airplane money, and what was the revision as a 
result of the cut given you? What was the total on surface ships, 
and what was the revision given you? 

Secretary Gates. You mean between the original submission? 

Senator Symineton. Right. 

Senator SALToNsTALL. This is airplanes? 

Senator Symineton. Airplanes and surface vessels. 

Secretary Gates. I have it. The Navy submission for the “Ship- 
building and conversion’’ appropriation was $2,081 million. The 
President’s budget is $1,654 million. 

Senator Symineton. For ships? 

Secretary Gates. Yes, sir; for the appropriation ‘Shipbuilding 
and conversion, Navy.”’ 

Senator Syminaton. What ships were cut out, by class, roughly? 

Secretary Gates. One submarine. I think there were three de- 
stroyer types. 

Senator Symrneton. Three destroyers and one submarine? 

Secretary Gatss. Yes, sir. 

Senator Symineton. Any cruisers cut out? 

Secretary Gatrs. No, sir; no new construction. However, there 
was one cruiser guided missile conversion cut out. 

Senator Symrneton. Any carriers cut out? 
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Secretary Gates. No, sir; no new construction. However, there 
were 1 attack carrier conversion and 1 escort carrier for conversion 
to a seaplane tender for P6M cut out. 


CONGRESSMAN SCRIVNER’S STATEMENT 


Senator Symineton. After the 7,000 pages of tesimony taken by 
the House Appropriations Subcommittee, the distinguished Congress- 
man, Mr. Scrivner, from Kansas, says: 

I have felt that the Navy should do still more in the antisubmarine warfare in 
view of the constantly repeated story they have been telling us for years about how 
many More submarines the Russians have than we have. 

Would you care to comment on that? 

Secretary Gates. I cannot imagine anything we should give a 
higher priority to than our antisubmarine warfare responsibilities. 

Senator Symineron. Do you know what figure it was that the 
Secretary of Defense forwarded to the Bureau of the Budget for the 
Navy? 

Secretary Garres. No; I do not, Senator. All I have is the Navy’s 
submission to the Secretary of Defense and the President’s budget 
figure. 

Senator Symineron. Do you not discuss that with the Bureau of 
the Budget before final decision is made? 

Secretary Gates. Yes. We have those figures; I just do not have 
them here. 

Senator Symineron. Will you furnish them for the record? 

Secretary Garters. Yes, sir. 

(The information requested follows:) 

The Navy budget estimates for fiscal year 1958 forwarded by the Secretary of 


Defense to the Bureau of the Budget are the same as those appearing in the 
President’s budget. 


REDUCTION IN ANTIMISSILE PROGRAM 


Senator Symineton. Were there any missiles which might be con- 
sidered missiles that could be fired from submarines, ballistic or super- 
sonic guided type, that were cut out as a result of the reduction in the 
budget by the Bureau of the Budget or the Department of Defense, 
despite the Navy’s recommendation? 

Secretary Gates. Could I hear the kind of missiles you asked for 
again? 

Senator Syminetron. Did you reduce any of the missile programs? 

Secretary Gates. For submarines? 

Senator Symineton. Yes. 

Secretary Gates. Not that I recall. 

Senator Symineron. Not in research and development? 

Secretary Gatres. No, with the possible exception of the missile 
called Triton, which is in the early development stage. I think sup- 
port of that was reduced. 

Senator Symineton. What do you mean by that? 

Secretary Garres. The Gnemnilt anmints of that was reduced. 

Senator Symineron. Was it eliminated? 

Secretary Garus. No, sir. 

Senator Symrneron. What do you mean by ‘“‘reduced’’? 





216 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Secretary Gates. There was a smaller amount allotted to the 
program, a smaller amount of dollars allotted to the program. 

Senator Symineton. Roughly in percentage, how much was it cut? 

Secretary Gartss. I cannot recall, Senator. 

Senator Symincron. Would you furnish that for the record? 

Secretary Gatss. Yes, sir. 

(Discussion off the record.) 

(The information requested follows:) 

The reduction for Triton support referred to by the Secretary of the Navy 
above was made during reviews within the Department of the Navy. The 


amount budgeted for Triton in the Navy submission to the Secretary of Defense 
was unchanged in the President’s budget. 


NUCLEAR SUBMARINE DEVELOPMENT 


Senator Symineton. Inasmuch as some people think that is one of 
the most important weapons for us to have, and one of the most 
dangerous weapons the Soviets may be developing for their nuclear 
submarines on which they can shut off all electronics and ones there- 
fore which would be very hard to detect lying on the sea bottom from 
where they could fire megaton missiles, do you think it wise to reduce 
development of that character? 

Secretary Gares. In general, the missiles that are ready for sub- 
marine launching and submarine use are being pushed ahead with 
high priority. The fleet ballistic missile in the development stage is 
being pushed with the highest priority. 

Senator Symincton. Then you place more reliance on a ballistic 
missile than you do on a supersonic guided missile; is that correct? 

Secretary Garrs. You are getting me into the military field again, 
Senator. 

Senator Symincron. I am more uninformed than you, so we are 
all right. 

Secretary Gates. Yes, sir; I think so. Let us say, place greater 
hope on it. 

Senator Symincton. Then your concept of the submarine as an 
offensive weapon is one of massive retaliation instead of pinpoint 
bombing; is that correct? 

Secretary Gartrs. It could be either one, Senator. 

Senator SyminetTon. It could be either one with a supersonic 
ballistic missile? 

Secretary Gares. With the ballistic missile it would be one of 
massive retaliation. 

Senator Symincton. Then you would need one you could steer 
much closer if you were going to use it in any way except massive 
retaliation, would you not? 

Secretary Garters. Steer better? You mean we would navigate 
better? 

Senator Symineron. I understand there is the same discussion in 
the Air Force between the Navaho, and the Atlas and Titan. In 
one case you have a ballistic missile, little more than a shell, so far 
as relative accuracy is concerned. I was wondering why you were 
less interested in a supersonic missile which could have a nuclear 
warhead, and navigate better, than one that did not have that type 
of guidance. 
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Secretary Gates. We have a missile called Regulus which is sub- 
marine-suitable, a guided missile. 

Senator SymineTon. Is that a ballistic missile? 

Secretary Gates. No, guided missile. There are certain technical 
aspects of these missiles which I think could probably be better dis- 
cussed in executive session, Senator. 

Senator Symineron. I will be glad to do that, Mr. Secretary. I 
am sure, so far anyway, that we are in shape from the standpoint of 
¢lassification. 

Secretary Garrs. Yes, we are all right. 

Senator Symineron. Mr. Chairman, I have no further questions. 

Senator CHAavez. Senator Dworshak? 

Senator DworsHaxk. No questions. 


EFFECT OF HOUSE REDUCTION ON NAVY CONSTRUCTION 


Senator SatronstaLut. Mr. Chairman, I am not going to ask a 
question—do not be scared—but I would like to ask the Senator from 
Missouri before he finishes, he showed in his tabulation a cut from the 
Navy submission to the President’s budget. 

I think it would be interesting and helpful if he would permit the 
Secretary to also show at this point, or that same point, what the 
House reduction would do in Navy construction. 

Would the Senator permit that to be added? 

Senator Symineton. I think that is a very fine suggestion, Mr. 
Secretary. 

If I may, I want to thank you for your frank and forthright 
answers. Would you be good enough to do what Senator Saltonstall 
said? 

Secretary Gates. I want to be sure 1 understand. Senator Syming- 
ton wanted to know the Navy’s submission to the Secretary of Defense. 

Senator SaLronsTaLL. That is correct. 

Secretary Gates. And then the President’s budget figure. Those 
are the figures which I gave him. 

Senator SALTonsTALL. There were 1 submarine and 3 destroyers 
cut out? 

Secretary Gatss. Yes, sir. 

Senator SALTONSTALL. Now, my question is, which you answered 
this morning, but which I think would be very interesting to put in 
at this point, which shows the whole comparison and the problems we 
face in this committee: What would the House reduction do? 

As I remember, it was 2 frigates and 1 submarine tender. 

Secretary Garrs. It was two antisubmarine-warfare and guided- 
missile frigates. That was the $100 million. The House dealt specifi- 
cally with the $18 million request for a seaplane tender for the P6M, 
which they eliminated. So, it would be 2 guided-missile frigates and 
1 seaplane tender. 

Senator SALTONSTALL. Four ships? 

Secretary Gates. Three ships. 


DISCUSSION ON NUCLEAR CARRIERS 


Senator Symineton. Mr. Chairman, may I ask one more question? 
I am stimulated by Senator Saltonstall’s questions. In the House 
testimony, as I read it, the impression was you are not sure of the 
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type and character of propulsion you will have for your nuclear 
carrier. I was interested in Admiral Burke’s frank statement this 
morning that he was more satisfied with one type of submarine, 
nuclear submarine, than the other. With that as a premise, why 
would it not be a good idea, if you are going into nuclear carriers, to 
wait until you get the nuclear decision on carriers instead of proceeding 
with the conventional-type propulsion carrier just before the requested 
nuclear carrier? 

Secretary Gates. I may be wrong, Senator, or we may be under a 
misunderstanding of each other, but the reactor for the nuclear carrier 
will commence testing in Idaho in the summer of 1958. As far as 
I know, there is no argument about what kind of reactor it is going 
to be, as there is in the case of the difference of opinion between the 
Sea Wi olf and the Nautilus types of reactors. 


FURTHER DISCUSSION ON CONGRESSMAN SCRIVNER’S STATEMENT 


Senator Symineton. I hope I am right, and I will be very careful to 
study the record over there. Here is the statement in the House 
debate: 


Personally, I would rather delay construction a year or so and have the reputedly 
superlative atomic-powered carrier which would be with the fleet for 30 years 
rather than an already obsolete new conventional powered carrier, at the same 
time save 250 to 300 million dollars. 

Secretary Gares. Whom are you quoting? 

Senator Symineton. Congressman Scrivner. 

My view did not prevail. My committee provided funds for the A-powered 
earrier. In fact, I question whether the atomic-powered carrier is worth the 
conventional cost of half a billion dollars. 

Secretary Gates. It sounds to me like an attack on the carrier. I 
don’t think there is any question about the type of reactor that is 
going into it, Senator Symington. 

Senator Symineton. Congressman Scrivner continued: 

Personally, I would rather delay construction a year or so and have the re- 
putedly superlative atomic-powered carrier which would be with the fleet for 30 
years rather than an already obsolete new conventional powered carrier. 

You would say that was incorrect, so far as the feeling of the Navy 
is concerned? 

Secretary Gates. Yes; it is incorrect, so far as the Navy is con- 
cerned. 

Senator Symineton. Thank you, Mr. Chairman. 


BUDGET PREPARATION 


Senator CHavez. Now, Mr. Secretary, in order that the committee 
members may get acquainted with the budgetary process of the 
Department, you, as Secretary, or the Navy Department, start figur- 
ing what they need for next year; is that not correct? 

Secretary Gates. We start this time for next year, for 1959. 

Senator Cuavez. And you do have, within the Department, a 
budget department? 

Secretary Gates. Yes, sir. 

Senator Cuavez. How do you start on the budget? 

Secretary Gares. Well, to start with, Mr. Chairman, we have what 
we call our objectives, our program objectives, which are approved by 
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the Secretary of the Navy, which are broad objectives of what kind of 
Navy we want to have and what we are trying to do with it. 

The Chief of Naval Operations approves this, and the Secretary 
approves it. This is submitted to the various people i in the planning 
divisions of the Chief of Naval Operations to come up with the pro- 
cedure that leads toward a preliminary budget study. 

We have in recent years added Mr. Franke, who is now Under 
Secretary, who was the first Assistant Secretary for Financial Manage- 
ment. ‘This came under his supervision. 

Senator Cuavez. Are the results submitted to the Department, to 
the Secretary of Defense? 

Secretary Gates. They are submitted to the Secretary of the 
Navy and then submitted from him to the Secretary of Defense. 

Senator Cuavez. That is right. 

Now the Secretary of the Navy himself might cut down the recom- 
mendations made by the lower echelon. 

Secretary Gates. And does very drastically. 

Senator Cuavez. After that it goes to the Secretary of Defense 
who in turn might cut it down further? 

Secretary Garters. That is correct, Mr. Chairman. 

Senator Cnavez. After that it goes to the Director of the Budget? 

Secretary Gates. That is correct. 

Senator Cuavez. Who might also cut it down a little more? 

Secretary Gares. That is right, sir. 

Senator CHavez. Now, what you are stating to us in the justifica- 
tion you are trying to make for this budget is that you seem to feel 
that that is what will be required for the Navy for you to carry out 
your functions and duties? 

Secretary Gatss. That is right, sir, because it went through those 
very drastic processes before it came to the Congress. 

Senator Cuavez. Thank you. You have made a wonderful, forth- 
right statement to the committee. We might not all agree with your 
conclusions, but we think you have made a fine statement. 

Secretary Gatrres. Thank you, Mr. Chairman. 

Senator CuHavez. Admiral, you are next. We will be very glad to 
hear from you at this time. 


STATEMENT OF ADMIRAL BURKE 


Admiral Burke. Mr. Chairman and members of the committee, I 
appreciate this opportunity to discuss the importance of the Navy 
with you and to present our budgetary requests for fiscal year 1958. 

We fully support the P: -esident’s budget. We are confident that 
this Navy budget will give us the maximum in naval power for-every 
dollar requested. It is a solid budget which has been repeatedly 
reviewed to make sure it includes only the most essential items. It 
is a minimum budget. It cannot be reduced without serious effect 
upon well-considered programs essential to our national security. 

These programs are balanced with respect to each other and with 
respect to the forces we are planning to maintain. Any reduction in 
one program may require adjustments in others. It would necessi- 
tate a detailed reappraisal of our ability to maintain the planned 
force levels at combat effectiveness and with satisfactory readiness. 

One of the most difficult problems in the Military Establishment 
is determining the proper balance to be maintained within the Nation’s 
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military forces. This requires the best professional military experi- 
ence and the best professional military judgment the Nation has 
available. 

Experience with this problem over a period of several years has 
impressed me with the tremendous contribution made by each of the 
military services to the overall defense effort. Each service has an 
indispensable, specialized part to play. No single service can perform 
successfully without the help of the others. 


NECESSITY FOR BALANCE IN LEADERSHIP 


This emphasizes the necessity for balance within our country’s 
military leadership based on the long-established American principle 
that the judgment of a group is better than the judgment of any single 
individual. It provides a proper balance among the various view- 
points and areas of experience generated in this complex and technical 
era. 

We have a good balance now in our Joint Chiefs of Staff system. 

Our defense team system under civilian authority is a typical 
American system. It is an effective system. It supports.our foreign 
policy and it provides the means for an adequate defense. A strong 
Navy is an increasingly important part of that defense team today. 

In the nuclear-missile age, even more than in the past, the side which 
commands the seas will not be defeated. One need only contemplate 
the tremendous Soviet naval program to conclude that they recognize 
this. 

The primary mission of the Navy is to control the seas. This con- 
trol must be effective on the surface of the sea, under the surface, and 
in the air above the sea. We must destroy enemy forces which threaten 
that control in order to project our military power wherever necessary 
and to defend the United States from attack through the seas. Con- 
trol of the sea enables the United States to fight overseas. It enables 
us to maintain our first line of defense overseas. 

The immediate tasks which will confront the Navy in any war are 
tremendous. 

Naval tasks can be grouped under three different situations— general 
war, limited war, and times of international tension. The Navy 
must be prepared for all of these situations. 


NAVAL TASK IN GENERAL WAR 


General war will require the maximum effort by all military forces 
of the United States. 

For this condition, the Navy’s first task will be to attack the aggres- 
sor from the seas. We must neutralize and destroy those forces at 
the enemy’s fixed and well dispersed mobile bases which will threaten 
our control and free use of the seas. 

The mobile, dispersed striking forces of the Navy are the primary 
element of the Navy’s capability to control the seas. They are also 
an important part of our country’s total deterrent power. 

Naval forces on the offensive will furnish direct combat support to 
our own military forces overseas and to our allies. 

In case of war, the overseas forces of our sister services will require 
immediate support in order to survive and continue to fight. They 
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will need direct naval combat support by naval aircraft, guns, and 
missiles. 

Men, weapons, fuel, and equipment must be redeployed, positioned, 
and broug ‘bt in by sea to maintain the combat capability of the forces 
already there, to replace casualties and to augment the forces in the 
areas of heavy fighting. Control of the sea is essential to the per- 
formance of these tasks. 

In the Mediterranean, Greece and Turkey, for example, depend for 
their survival on continuous support by sea. 

The Middle East can be kept free only so long as we are able to 
provide support by sea 

The freedom of Western furope itself depends upon a secure 
southern flank. 

In event of general war, our naval forces must stay in the Mediter- 
ranean. It will be a hard fight, but we must stay there. The whole 
Allied position in southern Europe, north Africa and the Middle 
East depends on the Navy’s ability to control the Mediterranean. 

The free nations of Scandinavia, Western Europe, and the British 
Isles depend upon secure sea communications for survival. 

The fate of Japan, Taiwan, south Asia, the Philippines, and Aus- 
tralia hinges on our ability to keep the Communists confined to their 
land perimeters in Asia. 


CONTROL OF SEAS ESSENTIAL 


Control of the seas, right up to the very shores of Europe and 
Asia, is essential to survival of the free world nations. 

The task of controlling the seas and denying their use to an enemy 
falls on the United States Navy. It is mandatory that the United 
States maintain a Navy powe ‘ful enough for this task. Allied navies 
will be heavily engaged in urgent tasks in local waters near their own 
shore to the full extent of their capabilities. 

Control of the seas enables the United States to defend itself from 
attack through the Atlantic and Pacific Ocean areas. 

The Navy’s role in defense of continental United States assumes 
greater urgency as Soviet power continues to increase. The Navy is 
responsible for the seaward extensions of our continental early warning 
systems. 

But, even more important, is the defense provided by the offensive 
power of the Navy at sea. Every enemy plane, every submarine, 
every ship we destroy at sea or in enemy territory reduces the means for 
direct attack on our homeland. 

In this nuclear missile age, a powerful Navy operating offensively 
is an indispensable part of the defense of continental United States. 


READINESS OF NAVY IN OVERSEAS AREAS 


The Navy is on hand now in overseas areas where trouble is likely 
to develop, ready to take any kind of action that may be in our 
national interest. Such actions may involve protection or evacuation 
of our citizens, furnishing air cover and combat support to friendly 
forces, protection of friendly shipping, interdiction of unfriendly 
shipping, or redeployment of combat forces. 
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The ability of the Navy to fight quickly, its readiness to take neces- 
sary action immediately at the scene of trouble, is of utmost impor- 
tance in confining and winning limited wars. 

In times of international tension, powerful naval forces cruising in 
international waters and showing the friendly flag of the United States 
in nearby ports exert a stabilizing influence for peace. They are a 
very positive, visible deterrent to aggression. 

The stabilizing effect of naval forces was demonstrated in the Suez 
crisis and again in the Jordan crisis. 


INTERNATIONAL TENSION 


At the present time there is no basis for assuming that international 
tension is relaxing nor that the danger to the United States has 
lessened. There remain many difficult and unresolved problems in 
Europe and the Far East, as well as the Middle East. Difficult 
situations can arise quickly and without warning in the Near East or 
elsewhere in the world. 

In its continuing effort to keep the peace, the Navy remains in 
constant readiness in critical areas overseas, prepared at all times to 
operate in direct support of United States foreign policy. 

The world political scene is constantly changing, which means 
changing military situations. The mobility of the Navy and its 
access to all of the important parts of the world enables it to meet 
these situations readily. 

One of our great concerns in event of trouble overseas is for the 
protection of American citizens abroad. 

In the recent Suez crisis, some 3,000 American citizens were evacu- 
ated on very short notice under the direction of the commander, 6th 
Fleet, principally by the naval forces under his command. 

In the face of these worldwide responsibilities, the threat to control 
of the sea is reaching formidable proportions. 





SOVIET INTENT 





The Soviets understand the importance of seapower. Their clear 
intent is to isolate the United States from our allies and to prevent us 
from projecting our military power overseas. They have an unprec- 
edented shipbuilding program which is continuing unabated. 

They have built more warships since World War II than all the rest 
of the world combined. They now have over 450 submarines. They 
have a powerful shore-based naval air arm. They may be expected 
to exploit their great capability in mine warfare. 

The Soviet Navy conducts rigorous year-round training exercises 
at sea under all weather conditions. Soviet naval air, surface, and 
submarine units conduct extensive training in coordinated operations. 
The tempo of their training has been increasing. Soviet submarines 
now make long cruises at sea 

Soviet sailors are proficient, resolute, and aggressive. Special 
privileges, careful indoctrination, and higher living standards have 
established a fine esprit de corps in all branches of the Soviet Navy. 
The Soviet Navy is acting with a clear sense of purpose. 

The expanding ability of the Soviet Navy to dominate the sea 
approaches to Europe and Asia poses a difficult problem for the 
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United States Navy. Our mission to control the seas is becoming 
increasingly difficult. 


DEVELOPMENT OF NEW WEAPONS AND EQUIPMENT 


To meet this threat the United States Navy is developing powerful 
new weapons and equipment. I believe we lead the world in the 
development of guided missiles—in the development of nuclear power. 
We have new high-performance naval aircraft—aircraft which will be 
able to meet the best an enemy has. 

For example, we have the A3D Skywarrior, a heavy attack plane 
which ean carry nuclear weapons from their mobile carrier bases on 
the high seas. We have the A4D Skyhawk light attack plane. 

In the F8U Crusader we have an excellent interceptor aircraft. It 
is a superior fighter. 

We have surface-to-air and air-to-air guided missiles of such accu- 
racy that it has been necessary, as an economy measure, to take spe- 
cial precautions in target practice to reduce the number of drone 
targets destroyed; 

We are developing an intermediate range missile, the fleet ballistic 
missile, which can be launched from ships. 

We have a most successful nuclear-power installation in the Nautilus. 

We are building our first nuclear-powered surface ship, a guided- 
missile cruiser which was approved in our fiscal year 1957 program. 

We are requesting funds in this budget for a nuclear-powered 
carrier. We expect nuclear-power reactors will soon be available for 
installation in other types of surface ships. 


NAVY’S FISCAL YEAR 1958 BUDGET 


The budget submitted by the President for the Navy for fiscal 
year 1958 represents an increase of about $500 million over the budget 
for fiscal year 1957. This increase reflects the increased cost of things. 

We have most carefully screened each program to reduce the funds 
requested. The budget will permit us to maintain the minimum 
forces necessary to perform the essential functions required of the 
Navy. The budget is based on the concept of immediate readiness 
and the necessity to provide an increment of our most critical future 
needs. 

As in all budgetary decisions, there is an element of risk involved. 
That risk, I think, is acceptable provided the concept upon which 
the budget is based is fully recognized. 

If we are suddenly confronted with an international situation 
requiring heavier commitments, more money may be needed to insure 
that our capability for sustained operations is not impaired. 

The procurement of guided missiles, aircraft, and new ships in sub- 
sequent years must be at a rate sufficient to insure continued main- 
tenance of a Navy of the required strength and modernity. 

Modern equipment is expensive, but it is indispensable. In war, 
we must have the advantages accruing from better weapons. We 
must change from guns to guided missiles, from short-range to long- 
range underwater detection equipment, from manual computing de- 
vices to automatic computing devices, from subsonic aircraft to 
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supersonic aircraft, from conventional power to nuclear power, and 
make many other similar advances as rapidly as possible. 


FISCAL YEAR 1958 PROGRAMS 
OPERATING FORCES STRUCTURE 


The planned operating-force structure for fiscal year 1958 will 
consist of about 980 active ships and about 9,700 operating aircraft. 
There are less than last year. 

We hope the number of active ships and operating aircraft can be 
held approximately level through fiscal year 1958. The Marine Corps 
provides an essential part of the operating forces of the Navy, with 
3 Marine divisions and 3 Marine aircraft wings. 


MILITARY PERSONNEL 


The Navy will begin and end fiscal year 1958 with a military per- 
sonnel strength of 675,000, including 6,500 midshipmen, naval aviation 
cadets, and enlisted officer candidates. 

New weapons and technological advance are not sufficient by them- 
selves. The Navy is only as good as its personnel—both active and 
Reserve. 

The adequacy of personnel strength cannot be judged solely in 
terms of numbers. Quality, state of training, operational readiness, 
motivation, and permanence of personnel are factors of greatest 
importance. The Navy is determined to raise these factors to the 
optimum in order to realize maximum effectiveness within the present 
force level. 

A serious problem which will remain unresolved as we enter fiscal 
year 1958 is the low experience level of the Navy. A higher experience 
level through greater retention of trained personnel must be achieved. 
Any lowering of this level decreases the combat readiness of the Navy 
while increasing the personnel training costs. 

The House Appropriations Committee has proposed a reduction in 
this category of military personnel, based primarily upon the belief 
that past experience in recent years has shown an unobligated bal- 
ance at the end of each fiscal year. The committee also based their 
recommendations on certain improvements in personnel management 
which have been made and which, in its opinion, will result in savings 
in fiscal year 1958. 

However, there has been a significant change in the situation during 
fiscal year 1957 over that of the preceding years—a change which ap- 
parently has not been taken into account. Increasing costs result- 
ing from legislation approved subsequent to the Defense Appropriation 
Act for fiscal year 1957 have placed heavy demands on an already 
closely estimated appropriation. 

The Navy delayed promotion of approximately 54,000 personnel 
1 month as a drastic administrative action to insure remaining within 
the 1957 appropriation. There will be no significant amount of un- 
obligated funds in fiscal year 1957. 

The funds requested for fiscal year 1958 have also been closely esti- 
mated. Any reduction in this estimate based upon experience in 
years prior to fiscal year 1957 is not valid, and if the reduction pro- 
posed is put into effect, we will be forced either to reduce Navy fiscal 
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year 1958 personnel and strength by approximately 11,000 or take 
drastic administrative action, such a deferring the promotion of ap- 
proximately 45,000 qualified personnel. 


RESERVE COMPONENTS 


The Navy Ready Reserve objective of 530,000 officers and men will 
be reached during fiscal year 1959. 

The drill pay portion of this objective is commencing to level off to 
the presently approved ultimate strength of 155,000. 

In fiscal year 1958 there will be a modest increase in the drill pa 
program from about 147,000 to about 150,000. By this leveling off, 
the Navy will be able to be more selective in enrollments and thus 
further improve the quality of the drilling program and the entire 
Ready Reserves. 

The Navy does not oppose the $500,000 reduction in the Reserve 

ersonnel appropriation recommended by the House committee. 

owever, this reduction would lower our drilling strength about 1,500 
men. It will occur at a time when the Navy expects substantial 
return from the benefits of section 261 of the Armed Forces Reserve 
Act, whereby men in substantial numbers will join the drilling Reserve 
upon completion of their active service. 


OPERATIONS AND MAINTENANCE 


Constant readiness is the key to success in carrying out emergency 
military operations on short notice. Operations and maintenance 
funds provide directly for our current readiness. 

Due to the international situations in the last year, the tempo of 
naval operations increased. These operations were in direct support 
of our foreign policy. This wears out our ships quicker and permits 
less time to be devoted to maintenance. 

Although the condition of material readiness of the fleet is satis- 
factory, it is becoming increasingly difficult to keep it so. The 
advancing age of the ships, the cumulative effect of limited overhauls 
of past years, and the continuing rise in costs of labor and materials 
are causing significant increases in the costs of overhauls. 

Similarly for aircraft, the increased tempo of flight operations 
increases aircraft overhaul requirements. The declining rate of new 
aircraft deliveries imposes heavier requirements on older models with 
attendant cost rises in their maintenance. 

The Navy is continually seeking means to improve efficiency in 
these areas. I believe that by careful management the Navy can 
maintain its high standard of readiness through fiscal year 1958. 

The House committee has recommended reductions in several ap- 
propriation titles in this category. I would like to comment on the 
military need for restoring the major portion of these reductions. 

The appropriation “‘Navy personnel, general expenses,” is required 
primarily to support the procurement, administration, and training 
of naval personnel. Although management improvements have been 
made, there must also be taken into consideration increased costs 
already experienced which will result in an overall decrease in the 
level of operations and a reduction in our ability to produce qualified, 
trained personnel. 
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AIRCRAFT AND FACILITIES 


In the “Aircraft and facilities’ appropriation, we are currently 
reviewing our policies in regard to administrative flying. We will 
restrict these flight operations to that necessary for training and 
proficiency. However, any savings that may result from more 
positive and efficient administration in this area will be more than 
offset by increased costs, including the costs of fuel and the mainte- 
nance of aircraft of increasing complexity. 


SHIPS AND FACILITIES 


In “Ships and facilities,” every reasonable and optimistic allow- 
ance was already made in the budget submission for anticipated 
improved efficiency and management. 

The increased tempo of operations, the rising costs of fuel and 
repairs to ships will require most efficient utilization of the funds 
requested in the President’s budget in order to maintain the fleet in 
a minimal satisfactory degree of readiness. 


ORDNANCE AND FACILITIES 


In “Ordnance and facilities,” improvements are continually being 
made in efficiency of operations and management, and these were 
taken into account in the original budget submission. A reduction 
in this appropriation affecting the maintenance of ordnance and am- 
munition stocks results in deterioration of these stocks and the even- 
tual necessity to procure new replacement stocks at substantially 
higher costs. 

SERVICEWIDE OPERATIONS 


The proposed reduction in ‘‘Servicewide operations, Navy,’ would 
result im curtailment of planned communication capabilities and 
equipment urgently needed for the fleet. It would also curtain sig- 
nificantly high priority work by the Hydrographic Office for all the 
services which is essential to national security. 

This hydrographic work is in support of important warfare pro- 
grams and the surface-to-surface missile program. 


MEDICAL CARE 


In the appropriation ‘Medical care,” the planning data on which 
the dependents care program is based is the best estimate which can 
be made with our limited present experience. An arbitrary reduction 
cannot be justified from the facts now at hand. 


CIVIL ENGINEERING 
The proposed reduction in “Civil engineering”’ is directed mainly 
toward support of public works centers. The efficient operations of 
these centers is important to many activities of the Shore Establish- 
ment which directly support fleet operations. 


SERVICEWIDE SUPPLY AND FINANCE 


Reductions in ‘‘Servicewide supply and finance’? must be applied 
to the level of manpower already successively reduced to a minimal 
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level due to increased wages and transportation costs. A reduced 
level of funding will not permit the operational and material level 
needed for support of the fleet at all currently established supply 
activities. 

MILITARY CONSTRUCTION 


The ‘‘Military construction” program for fiscal year 1958 provides 
for the most urgent facilities to meet the needs of our operating forces. 

Our shore facilities are lagging behind the requirements for support- 
ing our operating forces. Airfields for both active and Reserve pur- 
poses are inadequate to accommodate jet aircraft which require longer 
and stronger runways. 

We need new facilities for storage, issue, assembly, repair and main- 
tenance of fleet-guided missiles. Nuclear submarines have deeper 
drafts requiring additional dredging at some submarine bases. 

These, together with essential overseas operational facilities, con- 
stitute 95 percent of the funding requested for fiscal year 1958. The 
remaining 5 percent will replace some deteriorated structures hazard- 
ous to the health and safety of personnel. 


RESEARCH AND DEVELOPMENT 


Our research and development program emphasizes three areas— 
antisubmarine warfare, striking power, and fleet air defense. Much 
remains to be done in all of these important areas in order to develop 
the superior new weapons systems required. 

To counter the threat posed by enemy submarines, we are conduct- 
ing @ vigorous program in antisubmarine warfare. We must improve 
our ability to locate and destroy enemy submarines. 

In addition to the development of aircraft, air-launched missiles 
and other similar weapon systems, we are developing the fleet ballistic 
missile. This is our largest research and development program. 
This fleet ballistic missile, Polaris, will use a solid propellent. It will 
be suitable for installation on both nuclear-powered submarines and 
surface ships. 

Integral with this program is a requirement for a highly accurate 
navigational system. For this development we must conduct much 
oceanographic research. 

FLEET AIR DEFENSE 


In fleet air defense, we are emphasizing the development of long- 
range search and acquisition radars, controlling mechanisms, and data 
computers. 

Basic research has proven to be the key to many of our subsequent 
developments. This will be continued at approximately the present 
level of effort. 

The funds requested in the President’s budget are the minimum 
required to keep pace with rapidly advancing technology. 

The House committee proposes a reduction in this category based 
primarily on funds requested in the realm of military sciences. 

The committee has at the same time emphasized the need for a 
vigorous research program in antisubmarine warfare. A major por- 
tion of our total program is related to antisubmarine warfare, including 
40 percent of the items under the heading of military sciences. 
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A reduction in funds as proposed by the House committee will 
result in the cancellation or deferment o ent projects. In the face 
of much evidence of the rapid cothusbelbionl progress the Soviets are 
making in air, missile, and submarine warfare, we cannot afford to 
slacken our pace in this vital area. 


MAJOR PROCUREMENT AND PRODUCTION 


The future combat effectiveness of the Navy is dependent upon 
providing the operating forces with modern equipment. To do this, 
the Navy must have an annual increment of aircraft and guided- 
missile procurement, and shipbuilding which will permit maintaining 
the Navy at an effective degree of modernity. 

In addition, sufficient funds must be provided to cover the repricin 
of previously approved programs, the increasing costs of which coul 
not be foreseen at the time these programs were approved. 


AIRCRAFT AND RELATED PROCUREMENT 


The funds we are requesting in fiscal year 1958 for aircraft procure- 
ment will purchase approximately 1,200 new aircraft of the types most 
essential to our operating program. About two-thirds of these will 
be high performance jet carrier aircraft of fighter and attack design. 
The remainder will consist of jet trainers, carrier airborne early 
warning aircraft, helicopters for the Marine Corps, and a small number 
of experimental aircraft for evaluation. 

For fiscal year 1959, there must be, as this year, another careful 
determination of the delivery rate best suited to our Navy require- 
ments, with adequate funding for this purpose. 

Ninety-two percent of our aircraft procurement dollars in the fiscal 
year 1958 program will go toward the purchase of combat aircraft; 
the remaining 8 percent will be for jet trainers to improve the caliber 
of the training of our naval aviators who are slated for first jet combat 
squadrons. 

We are not requesting funds for further procurement of the P6M 
Seamaster in fiscal year 1958. The production of this high perform- 
ance long-range attack jet seaplane previously funded has been 
delayed because of unfortunate accidents in the development stage. 
The design of this aircraft is good. We believe the faults have been 
identified. They are being corrected. 


SEAPLANE WEAPONS SYSTEM 


The seaplane weapons system which consists of both aircraft and 
ships offers important advantages’ such as mobility and independence 
from foreign bases for its operations. We are optimistic about this 
development. 

The House Appropriations Committee has proposed a significant 
reduction in funds for aircraft and related procurement. The reduc- 
tions are based on two main factors. 

The first of these is based on past experience previous to fiscal year 
1957 and led to the conclusion that repricing of previously funded 
programs should result in sizable savings. 

Our current estimate shows that due to sharply rising price factors 
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the cost of the approximately 1,220 aircraft in our planned program 
will exceed the funds requested in the President’s budget. by over $300 
million. Some of this can be absorbed from funds generated from 
repricing of previous programs, but a significant cut in the numbers of 
aircraft to be procured within. the funds provided by the President’s 
budget must also be made. 


We will not be able to purchase 1,220 aircraft even with all the 
funds requested. A reduction in funds as proposed would result in a 
procurement level far below our minimum needs. 

The second factor in the proposed House committee action is that 
a decision can be made now as to which of two proposed supersonic 
all-weather fighters now in early development will best meet the 
Navy’s needs. 

Currently, the Navy has only the subsonic F3H and F4D all- 
weather fighters for fleet defense until a new model such as the F8U-3 
or F4H becomes available. 

Advances in aircraft performance have made it necessary that 
fighter-type aircraft have all-weather capability. Visual control is 
no longer adequate. Both the F8U-3 and F4H utilize new and more 
powerful engines to greatly improve performance. 

Past experience indicates that with new high performance aircraft, 
there will be many problems, and temporary groundings to correct 
deficiencies are inevitable. A minimum of 2 models for evaluation is 
a necessity in order to avoid risk of total failure in 1 model. We hope 
neither model will fail—but either one could. This is too important 
to gamble on the success of one model. 

Neither of these new aircraft have flown. A final selection of the 
best type for future procurement cannot be made until exhaustive 
flight tests can be completed. 


GUIDED MISSILES PROCUREMENT 


A second area of major procurement is guided missiles. 

For fiscal year 1958 the program is modest, although a substantial 
increase over the current fiscal year. It will emphasize readiness by 
the procurement of air defense missiles; the Sparrow and the Side- 
winder for air-to-air, the Terrier and Talos for surface-to-air, and a 
small number of surface-to-air Tartars for evaluation. 

The Navy has had great success with its guided missiles. Our 
missiles are maintained and operated entirely by naval personnel. 
Our new missiles are performing better and further ahead of schedule 
than we had reason to anticipate. 

We are converting cruisers to missile ships—and we are building 
guided-missile destroyers—because guns are no longer effective against 
modern aircraft. 


CONVERSION TO GUIDED MISSILE CAPABILITY 


We are converting to a guided missile capability as fast as we can. 
This introduction of missiles into the fleet is progressing rapidly. 

In the next 3 or 4 years, our capability will be significantly increased 
both defensively and offensively. The operating forces during this 
period will play an important role in perfecting the weapons and 
developing employment techniques. Greater procurement of missiles 
will be necessary in future years as more installations reach the fleet. 
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The House Appropriations Committee has proposed a reduction in 
the procurement of ordnance and ammunition primarily based on the 
unobligated balances available in this appropriation including esti- 
mates of MDAP reimbursements. 

A firm estimate in the latter area cannot be made until the fiscal 
year 1958 military defense assistance program is approved. Some 
adjustment in new obligation authority required to support our 
essential programs may be possible. 

However, a cut of the magnitude proposed by the committee would 
require serious curtailment of planned procurement in the important 
areas of guided missiles, antisubmarine torpedoes and launching 
equipment, mines, fire-control equipment and essential propellants. 


SHIPBUILDING AND CONVERSION 


A third area of major procurement is shipbuilding and conversion. 
It is a key program for maintaining a modern combat effective fleet. 

United States forces in the nuclear-missile age must possess capa- 
bilities with wide diversity with respect to tactics, directions of 
approach, and types of equipment used. This forces enemy weapon 
development and deployment effort to be broadly diluted. 

There must be sufficient diversity also, such that no single enemy 
weapon breakthrough, defense or offensive, can completely neutralize 
our capability over a wide area, or result in unfilled gaps in technical, 
industrial, or military readiness in the United States. There must be 
no single concentration of power that the enemy can circumvent. 

The actual course of war cannot be determined in advance. We 
cannot rely on any single force or weapon system to meet our objective. 

Maintaining cuted of the seas and denying their use to the enemy 
requires many different weapon systems and methods of attack by 
naval forces to accomplish these tasks. 


FLEXIBILITY OF FORCES 


It has been determined by long experience and evaluation that all 
of these systems cannot be combined effectively in one type design. 
Versatility and flexibility of forces are achieved by different types of 
naval craft such as attack aircraft carriers, support carriers, cruisers, 
destroyers, submarines, amphibious forces, mining forces, and the 
means of supporting these types with mobile bases. 

Adding to the versatility of forces, each of these types is designed 
to be capable of as many warfare tasks as possible and yet be fully 
effective ships for the primary mission for which they are designed. 

Since World War II, we have met most of our needs by modernizing 
older ships where these ships can be configured to modern weapons. 
This is not practicable in some types. 

The Navy’s World War II ships are wearing out. Their mainte- 
nance costs are steadily increasing. Many of our ships are reaching 
the age where it is no longer practical or economical to moderpize 
them. Modernization efforts will continue, but, in addition, an ex- 
panded shipbuilding program is now required. 


PRESENT NEEDS OF NAVY 


The Navy needs a minimum of 15 modern, combat-ready attack 
carriers to meet its worldwide responsibilities. 
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The Navy needs a minimum of 18 guided-missile cruisers. Most 
of these will be converted from cruisers now on hand. 

We need to build the maximum pumber of destroyer types each 
year that our resources will permit. 

’ We also need new submarines. They are effective antisubmarine 
ships. The missile-firing version is a powerful offensive weapon 
system. 

Nuclear propulsion in submarines is a tremendous advantage. 
This has been demonstrated conclusively by the two nuclear- 
powered submarines now in service. 

Our new submarines will be equipped. with nuclear powerplants of 
proven design. 

There are great advantages to be gained in all nuclear-powered 
surface ships. 

We hope that, in the next year or so, a powerplant can be built 
which is small enough, and with enough horsepower, to fit into our 
destroyers and frigates. The cost of nuclear power will determine 
the rate of providing this type of propulsion in new ships. 

Our goal is to have sufficient nuclear-powered surface ships, at the 
earliest practicable time, to exploit fully the advantages which result 
from this method of propulsion in our operating forces. 

The fiscal year 1958 shipbuilding and conversion program provides 
an increment of our most urgent needs for modern ships. It consists 
of 19 new ships, as follows: 


One Nuctear-PowEreD ATTACK CARRIER 


The most important ~_ in this shipbuilding program is the nuclear- 
powered attack carrier. The carrier task force is the backbone of the 
Navy’s offensive power. It can take the offensive to the enemy in 
any part of the world. 

In the hands of the Soviets, carrier task forces would challenge our 
defenses severely. The United States must retain the great advantage 
it now holds over the U. S. S. R. with these potent and mobile forces. 

The carrier can employ nuclear weapons for destruction of enemy 
bases, naval surface forces, and shipping. It can support other serv- 
ices, Army, Air Force, and Marine Corps in their attack missions. It 
provides for its own defense and that of other naval forces against air 
attack. It can attack submarines. It can be in a position for offen- 
sive strikes for extensive periods of time. 

The striking power of the attack aircraft carrier lies in the modern 
weapon delivery capability of its embarked aircraft and its ability for 
repeated attacks at short decisive ranges. 

The characteristics of an aircraft carrier are determined by the needs 
of the aircraft to be flown from the carrier. 

Modern high-performance aircraft require launching, landing, and 
handling spaces totaling about 1,000 feet for the length of the flight 
deck. This is the principal controlling feature in the overall design 
of the ship. 

Its 1,000-foot flight deck and its 31-knot speed, arresting gear, 
and catapults, make its landing facilities equivalent to a 10,000-foot 
runway. Its spaces provide for an air group consisting of fighter 
squadrons, attack squadrons, and a composite squadron for recon- 
naissance and airborne early-warning aircraft. 
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The mix of aircraft is adjustable to meet changing tactical situations. 

In addition, it houses the personnel, maintenance facilities, control 
and detection facilities, fuel, ordnance, and weapon storage for the 
immediate support of its air group. 


CARRIER SELF-SUSTAINING 


The nuclear-powered carrier is a mobile airbase which permits us 
to project our military power overseas to any trouble area. It is 
self-sustaining for an extended period of time. It operates on the 
high seas free from foreign jurisdiction or entanglement. Its im- 
mediate use is not dependent on the availability of shore facilities 
in the area of trouble. 

The carrier is not only powerful but is one of the most flexible 
weapon systems we have. Its aircraft can deliver a wide variety of 
weapons with accuracy, from small conventional types to powerful 
tactical and nuclear weapons. 

The inherent mobility of the carrier permits it to be used where it 
is needed. This mobility also makes the carrier an elusive target. 

In offense it has the advantage of surprise. Its offensive striking 
power can strike air or submarine threats at the source. It can fight 
its way through strong opposition. The origin and direction of its 
attack cannot be predicted in advance. 

This requires the diversion of large enemy forces for detection, 
warning, and defense. No static defense against attack from a single 
direction will be successful. 

It is elusive in defense. Large ocean areas must be searched to 
locate it. Because it is constantly moving at high speed, it is most 
difficult to keep under the positive and continuous surveillance 
necessary for an attack to be launched against it. 

A carrier task force can detect and destroy air or submarine threats 
which have been launched against it before these threats can reach 
their objectives. 

This capability is based on defense in depth. Fighter aircraft 
launched from the carriers can intercept enemy air attacks at long 
ranges. Guided missiles in the force can shoot down planes which 
may succeed in evading the fighters before they reach their weapon 
release points. Dispersion and high maneuvering speed greatly 
limit the ultimate success of any attacks lucky enough to penetrate 
these outer defenses. 

To be successful, an enemy air attack on a carrier task force would 
require a major effort with attendant heavy enemy losses. The 
attack would be expended over the open spaces of the sea. No 
damage to our population and idtntitel ectsiete would result. 


OPERATIONS AGAINST ENEMY SUBMARINES 


We intend to give enemy submarines no rest. In addition to early 
strikes against their fixed and dispersed mobile bases, we will mine 
their exits. Killer submarines will form barriers against them at these 
exits and other strategic points. 

Hunter-killer groups, specialized in hunting and killing submarines, 
seek out and destroy submarines threatening our forces. Escorts 
in company with the carriers and their antisubmarine aircraft destroy 
submarines in the vicinity of the force. 
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The rugged construction of the attack carriers limits the damage 
from an attack. The ships are built to take punishment and have a 
good chance of surviving all but a direct nuclear hit. The topside 
structure is constructed to resist bomb blast, heat, and radiation. 
The interior of the ship is divided into many compartments with 
watertight bulkheads to provide maximum protection from underwater 
explosives. 

In order to meet our responsibilities in general war, limited war, or 
in times of international tension, 15 modern, combat ready attack 
carriers are required as a minimum. In general war, all 15 will be 
immediately committed to combat operations. This will allow no 
margin for back-up purposes. 


ACTIVITIES IN LIMITED WAR 


In limited war, a powerful attack carrier force will be required at 
the scene of trouble probably for an extended period of time. At the 
same time, we must also keep forces deployed and ready in other 
potentially dangerous areas, just as during the Suez and Jordan crisis 
it was important that the 7th Fleet also be ready for immediate action 
in the western Pacific. 

Additional forces must be kept ready in home waters. With only 
15 carriers available, these requirements stretch our available forces 
to the utmost. 

Under present conditions, we keep a minimum of six carriers con- 
tinuously deployed overseas in support of our national security policy. 
The requirements for training and for maintenance and overhaul at 
regular intervals result in very tight schedules for the remaining nine 
not deployed. Our deployed forces must be ready for immediate 
combat, but such continued alertness without combat is not easy to 
maintain—day after day—month after month. Without the stimulus 
of combat, the morale and keen alertness of our personne] must also be 
considered in determining the length of time any one ship should re- 
main overseas. 

Our present carrier force includes many converted World War II 
Essex-class carriers. These ships are wearing out. They will become 
less effective as the latest types of high performance aircraft enter the 
fleet. 

In the 1955 era only the Forrestal class and the three Midway class 
ships will be able to operate all the modern aircraft then to be in- 
cluded in attack carrier air groups. 


NEW SHIPS AUTHORIZED 


There are now authorized 6 new Forrestal class carriers; 2 of these, 
Forrestal and Saratoga, are now in service. The Ranger will be com- 
missioned .n July 1957. The remaining three are under construction. 
They will join the fleet at the rate of about one per year. 

To maintain 15 modern attack carriers, it is essential that we con- 
tinue to construct new attack carriers. Meanwhile we will emplo 
modernized World War II carriers, of the Essex class, in our abtee 
carrier force as long as this can be done. However, these ships are 
wearing out and are rapidly becoming marginal in their capability 
to handle high performance aircraft now programed for future 
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delivery. An orderly replacement program for them must be 
continued. 

We have entered the era of nuclear propulsion in ships. We 
must continue to exploit nuclear power to improve our combat 
capability in the attack carrier. Technology indicates it is entirely 
feasible and practical. 

The actual operation with nuclear power in submarines developed 
advantages which we had not anticipated. These included greatly 
increased manueverability, much improved control and ease in 
handling. We expect that nuclear powered surface ships will like- 
wise demonstrate many advantages over conventional powered ones 
in addition to those we can now foresee. 


ADVANTAGES OF NUCLEAR-POWERED CARRIERS 


, There are definite advantages of nuclear power in a carrier which 
we can determine now. 

A nuclear-powered carrier can steam indefinitely at high speed. 
This will give us greatly increased mobility and tactical flexibility— 
both valuable assets of the carrier force. 

Replenishment periods will be shortened and reduced in number. 
This will decrease the periods of greater potential danger to the ship. 

Increased supplies of aviation fuel will be possible, thereby increas- 
ing our strike capability. 

Many other technical advantages can be advanced for a nuclear- 
powered carrier. The absence of smokestacks and boiler air intakes 
will reduce the vulnerability of the powerplant to battle damage. 
It eliminates the possibility of radioactive or biological agents enter- 
ing the ship. 

One of the very important advantages is that a “‘stackless’’ ship 
will aiso allow an island configuration which makes feasible the in- 
stallation of new high-performance radar. 

Every new nuclear-power installation advances the “state of the 
art,” and develops new methods to simplify the engineering plant 
and reduce costs. 

I feel very strongly that new carrier construction should incorporate 
nuclear propulsion. We must take earliest advantage of proven 
technology which offers increased combat capabilities. 

All the other ships in our program are urgently required in order 
to improve the modernity and effectiveness of our operating forces. 
They are balanced as to numbers and types to insure that no im- 
portant portion of our overall need for modern, versatile forces is 
neglected. 

EieHt Guipep-MissiLE FRIGATES 


The primary mission of the guided-missile frigates is to screen task 
forces against enemy air, surface, and submarine threats and to conduct 
other antisubmarine warfare and air defense tasks. 

The frigate is a new class of escort ship which is the outgrowth of 
developments since World War II. The guided-missile frigates will 
be equipped with Terrier missile launchers and the latest sonar and 
antisubmarine weapons. They will have excellent sea-keeping quali- 
ties which enables them to operate with high-speed forces in rough 
seas such as the North Atlantic. 
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Five Guipep-MissiLE DESTROYERS 


The mission of the guided-missile destroyers is to screen task forces 
and convoys against enemy air, surface, and submarine threats. 

The guided-missile destroyers i in the fiscal year 1958 program are 
part of a long-range program for replacing the World War II 
destroyers. 

A major problem in destroyers, as with other ships, is increasing 
their effectiveness against the gr reatly increased power of the weapons 
which may oppose them. Destroyers which were adequately armed 
at the end of World War II are rapidly losing their effectiveness 
against the threats of the present. Some improvements can be made, 
but space limitations prevent effective conversions in existing hulls. 
Guided-missiles batteries, with their required control equipment and 
missile storage capacity, plus effective antisubmarine equipment, 
require larger hulls. Consequently, we need new construction to 
provide effective destroyer forces. 


THREE GuIDED MissiLE NUCLEAR-POWERED SUBMARINES 
One NvucLeArR-POWERED ATTACK SUBMARINE 


Our submarines have two major missions at the present time—to 
deliver missile attacks and to destroy enemy submarines. Each of 
these missions is of great importance to the military power of the 
United States. These two missions basically require different types 
of submarines although the guided-missile submarines do have a 
submarine detection and kill capability in each field, as well as balance 
within the shipbuilding program. 

The fiscal year 1958 submarine-building program is part of a long- 
range plan to meet the Navy’s needs. Improvements in propulsion 
and armament are rapid at the present time. We intend to build a 
reasonable number of submarines each year to permit the incorporation 
of our most advanced design ideas in a progressive and orderly manner. 
All will be nuclear-powered. 


OnE HELicopteER ASSAULT LANDING SHIP 


One new construction helicopter amphibious assault ship is in the 
program to support and fully exploit the Marine Corps vertical 
envelopment concept for the conduct of modern amphibious opera- 
tions. This ship will transport a helicopter assault force consisting 
of approximately 2,000 personnel, essential combat supplies and 
equipment, and 20 assault transport helicopters. 

The ship will have a sustained speed of 20 knots, the most modern 
command facilities, the latest type of cargo and material handlin 
equipment, and adequate space for embarked troops, vehicles an 
equipment, and essential combat supplies. The flight and hangar 
decks will provide efficient helicopter operations and maintenance. 

The ship will be the first of its type in the long-range construction 
program and will be ready for the fleet in 1961. 

We are asking for funds to continue the conversion of ships in which 


this is practicable and economical. The conversion program consists 
of— 
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One AtTTrack CARRIER 


This ship will have the capability of handling present-day planes 
and those which will be operating from attack carriers in the next 
few years. It will permit us to maintain our strength of 15 combat- 
effective attack carriers until it can be replaced by new construction. 
It will continue to be useful in antisubmarine warfare and other roles 
for many more years thereafter. 


THREE CrutseRS To Launcn GuiIpED MISSILES 


These cruisers will be equipped with Talos and Tartar missile 
launching systems and the latest antisubmarine warfare weapon 
system. 

THREE AUXILIARIES FOR OcEAN-SuRvEY SuHIpPs 


These are Victory ship conversions urgently needed for oceano- 
graphic survey. 


Four Liserty Sares To Be Rapar Picket Station SuHIpPs 


These are for the long-term program for our contiguous radar 
coverage at sea. 


Ons Escort Carrier To Be a SEAPLANE TENDER 


This ship is required to tend and support seaplane squadrons without 
shore facilities. It is an essential part of the long-range seaplane 
weapon system. 

The House Appropriations Committee has proposed the deletion of 
this ship in the belief that such a complex conversion should not be 
attempted until the Navy has more basic data with reference to the 
large seaplanes, especially the P6M. 

Because of the 36 months lead time from authorized funding until 
readiness for service in the fleet it is necessary that this ship be funded 
in fiscal year 1958 in order to be availntile when the aircraft are 
delivered. The P6M aircraft, funded in previous programs, are 
scheduled to be delivered from 1959 to 1961. The characteristics of 
these aircraft and the problems involved in providing adequate tender 
service for them have been sufficiently defined and contract design for 
this ship is completed. 

This conversion was originally planned for our fiscal year 1957 
program. We deferred the request for conversion until 1958 because 
inclusion in the fiscal year 1958 program would permit meeting the 
tender requirements of aircraft delivered—although it can barely do 
so. A further delay would result in not having adequate tender sup- 
port for these aircraft at the time they are available in our operating 
forces. 

BASIS OF HOUSE REDUCTION 


The House committee has also proposed reductions in funds for 
shipbuilding and conversion to correspond to funds which are errone- 
ously assumed to be available from savings and downward repricing 
of prior years’ programs. 

The savings which the House committee refers to have already 
been absorbed in the increased costs experiences in other areas of our 
programs such as the important addition of guided-missile installations 
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in the last two attack carriers now being constructed (see p. 659 in 
Department of the Navy appropriation for 1958 hearings before the 
subcommittee of the House Committee on Appropriations). A reduc- 
tion based on repricing and savings, not actually available, would 
require the elimination of ships in the 1958 re to the extent of 
the dollar value of the reduction. I would like to emphasize that 
reduction in the shipbuilding and conversion funds would mean reduc- 
tion in numbers of new ships procured and consequent direct reduction 
in the future capability of our fleets. 

The 1958 shipbuilding and conversion program is a minimum 
program. Every ship included is essential to the future strength of 
the Nation. 

CONCLUSIONS 


I have outlined the magnitude of the tasks required of the Navy 
now and in the future—in peace or war. These tasks contribute 
directly to the defense of the United States and to the support of 
United States foreign policy. I have spoken of the unprecedented 
threat to our control of the seas and something of the promising new 
developments in the Navy—developments in new weapons and tech- 
niques, developments which will make naval forces of the future, both 
enemy naval forces and our own, more powerful. 

Our budget has been subjected to a most thorough and painstaking 
analysis over an extended period of time. It will provide for our 
most urgent needs. It will permit us to maintain mobile, versatile 
forces deployed on-the-spot in the western Pacific and the Medi- 
terranean. It cannot be reduced without serious effect upon well- 
considered programs essential to our national security. 

I have outlined in general terms the effects of the principal reduc- 
tions proposed by the House Appropriations Committee. We are 
prepared to fully justify our position in regard to these proposed 
reductions in the detailed hearings which are to follow. 

International tensions have not relaxed. A new critical situation 
in the world may develop suddenly, as they have in the past few 
years. We cannot afford to reduce our state of immediate readiness 
or of our future readiness. Powerful navai forces, operating overseas 
in direct support of our foreign policy, are a major factor of increasing 
importance in preserving the peace and security of the United States. 


COMMENTS ON STATEMENT 


Senator Cuavez. I want to thank you, Admiral, for your statement. 
It is very comprehensive and informative. I believe that some 
members of the committee might desire to ask some questions. 

Senator Ellender. 

Senator ELtenper. After hearing that presentation, I am just 
wondering why we need an Air Force andan Army. It would appear, 
from your statement, that the Navy will be able to do the job alone. 

Nevertheless, Admiral, I congratulate you on an excellent pres- 
entation. 

Admiral Burks. I did not intend that, sir. 

Senator ELtenpeR. Perhaps that was not your intent, but that is 
the way it was received by me. 
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I notice, on page 3, the last sentence, the last paragraph, you state: 


The task of controlling the seas and denying their use to an enemy falls on the 
United States Navy. 


Now, that means all the oceans everywhere. 


It is mandatory that the United States maintain a Navy powerful enough for 
this task. Allied navies will be heavily engaged in urgent tasks in local waters 
near their own shore to the full extent of their capabilities. 


fils that your candid opinion? 
CAPABILITIES OF OTHER NATIONS 


Admiral Burks. On the control of the high seas, sir, nearly all of 
the tasks will fall on the United States Navy. There is no other 
nation that can contribute very much. 

Senator ELLENDER. How do you know that? Where do you get 
your information? Why have we spent billions of dollars in Western 
Europe to raise their industrial capabilities? Why do you think that 
was done? 

Admiral Burxe. If it had not been done, sir, they would not have 
been able to even contribute to the defense of their local waters. 

Senator ELLENpDmR. I disagree with that. They would find some 
way for self-protection. But, as long as we undertake the task, they 
will let us do it. That is my view. 

I notice in your statement the following sentence: 

Due to the international situation in the last year, the tempo of naval operations 
inereased. 

Do you mean the tensions in the Far East? 

Admiral Burke. In the Middle East. 

Senator ELLenpER. In the Far East, also, around Formosa? 

Admiral Burxe. No, sir; our naval operations there did not—well, 
the tempo increased in the Far East, but they increased due to the 
situation in the Middle East. 

Senator ELtenper. But the Middle East flared up just a few 
months ago. 

Admiral Burke. It started in October, I believe it was, sir. 

Senator Ettenper. And this wear and tear you refer to has been 
caused by that? 

Admiral Burke. Partly. 





DEPLOYMENT OF NAVY IN SUEZ AREA 





Senator ELLeENpDER. How much of your Navy was there? 

Admiral Burke. Two-thirds of our Navy; we deployed two-thirds 
of our Navy in the Suez. 

Senator ELLENpDER. In the Mediterranean? 

Admiral Burxr. No, sir; we did not deploy it all in the Mediterra- 
nean, but deployed it at sea. 

Senator ExnenprER. For what purpose? 

Admiral Burke. In case something might happen. 

Senator ELLENDER. To whom? 

Admiral Burke. To us. 

Senator ELLENDER. From any source? 

(Discussion off the record.) 

Admiral Burke. Yes, sir. We had a lot of Americans that we 
had to evacuate. Our 6th Fleet went to the eastern Mediterranean 
to evacuate those forces. There were a lot of possibilities in that 
situation, possibilities which we could not ignore, 
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RUSSIAN SUBMARINE STRENGTH 


Senator ELLeENpDER. How long have you been knowing that the 
Russians have as many as 500 submarines? 

Admiral Burxr. 450, sir. 

Senator ELLENDER. You said 100 a year. Someone suggested this 
morning that it might be 550. 

Admiral Burke. Yes, sir. All the intelligence data come in from 
many different places. It is analyzed and discussed in the intelligence 
groups; that is, all the services and CIA. From all of this analysis 
they determined the most accurate estimate that they can determine. 

Senator ELLENDER. They came up with a hundred submarines? 

Admiral Burke. 450, sir. 

Senator ELLENDER. I mean per year. 

Admiral Burks. That is an approximation, sir. 

Senator ELLENDER. Approximation? 

Admiral Burke. Yes, sir. 

Senator ELtenpmR. Is that information gathered in the same 
manner? 

Admiral Burkes. Yes, sir; it is gathered from all sorts of data. 

Senator ELLENDER. What types of submarines do they have? Do 
you know? 

Admiral Burke. Yes, sir. 

Senator Symineron. Are they as large as ours? 

Admiral Burke. Yes, sir. 

Senator ELLENDER. As potent? 

Admiral Burke. No, sir; we have better submarines, we think, sir. 

Senator ELLENDER. How about their cruising capacity? 

Admiral Burke. Their one type of boats have quite a long range, sir. 

Senator ELLeENpER. Do they have any submarines with nuclear 
power? 

Admiral Burks. We don’t know that they have submarines with 
nuclear power, sir. 


EXPENDITURES ON P6M SEAMASTER SEAPLANE 


Senator E,LenpER. Admiral, on page 15, you say that: 


We are not requesting funds for further procurement of the P6M Seamaster. in 
fiscal year 1958. The production of this high performance long-range attack jet 
seaplane previously funded has been delayed because of unfortunate accidents in 
the development stage. 

Would you tell us how much money has been spent to date on the 
P6M, if it is not a secret. 

Admiral Burke. I don’t have the data with me, sir. 

1 can put that in the record. 


(The information referred to follows:) 


As of April 30, 1957, about $228 million has been obligated with the airframe 
contractor for production of the P6M, of which about $93 million has been 
expended, 

Senator ELLteNpER. Do you know how much money you have 
unspent? 

Admiral Burke. We have 24 airplanes yet to be delivered, sir. 

Senator ELLENDER. What are you going to do with them since 
they do not seem to be useful any more? 

Admiral Burke. Judging from this statement; ves, sir; they are 
useful, sir. They are a very fine plane. 

925765716 
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Senator ELLENDER. Why did you stop making them? 

Admiral Burks. Because we had two accidents with two seaplanes, 
sir, due to a stabilizer difficulty and hydraulic difficulty. We lost two 
seaplanes. 

So we stopped until we found out whether or not they could be cured, 

Senator ELLenpER. How many have been built all total? 

Admiral Burks. Two, sir. 

Senator ELLenpER. How far advanced are the 24 phones presently 
in production? 

Admiral Burke. The first one will come off the line this fall, sir, 
line of production. 

Senator ELtenprrR. Has it been improved? 

Admiral Burke. Yes, sir. The engineers are as sure as anybody 
can be that they have found what the trouble was and they have 
corrected it. 

Mop Evuenper. Have you sufficient funds on hand to pay for 
the 24 

Admiral Burke. Yes, sir. 

Senator EttenpErR. Do you anticipate any leftover funds? 

Admiral Burke. No, sir. The original program was for 30 and 
then we reduced it, because of the modification of the airplane at 
higher cost we reduced the program to 24. 

Senator ELtenpeER. Did we have to pay anything to the contractor 
for this reduction in the program? 

Admiral Burke. No, sir. 


STATEMENT OF CHAIRMAN CANNON 


Senator ELLENpDER. Admiral, Mr. Cannon, who is chairman of the 
Appropriations Committee in the House, made a statement. I would 
like to read a part of it to you. He said: 


If war should come, could the Navy protect us? Ridiculous, 
says Mr. Cannon. 


Enemy bombers would fly right over them. With the exception of our sub- 
marines, the Navy would cease to exist in a matter of hours. Yet this bill carries 
$314 million for a carrier. A carrier is the most expensive machine the world ever 
saw; it consumes more skilled labor, more strategic material, more money than 
any human contrivance the sun ever shone upon. And yet in war it would be 
worse than useless. It will require a flotilla of auxiliaries, tenders, destroyers. 
tankers, and other shipping covering the sea over an area as large as Delaware an 
Rhode Island combined. But a single bomb dropped from a plane flying too high 
and too fast to be seen or heard would cover hundreds of square miles with destruc- 
tion or a single submarine remaining under, if need be, half way around the globe, 
can wipe out all this vast armament and the millions of dollars it cost in the 
beginning within the twinkling of an eye. 





COMMENTS ON STATEMENT 





Do you have any comments to make about that statement? 

Admiral Burke. Yes, sir. 

Senator ELuenper. Of course, I do not expect you to change your 
testimony, but in the light of Mr. Cannon’s statement, and he has 
been on the Hill a long time, I wonder if you have any comments to 
make, Admiral. 

Admiral Burke. Yes, sir. A carrier is expensive. 

Senator E.tenper. Not only the carrier, but everything neces- 
sary to protect it? 
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Admiral Burks. That is right; all the ships around it are expensive, 
put it is the toughest target on the face of the earth. 

Senator ELLENpDER. How can you make that statement? During 
World War II, I think we lost quite a few. 

Admiral Burke. No, sir; we did not lose very many. 

Senator ELLENDER. How many was it, three? 

Admiral Burke. By submarines; yes, sir. 

Senator ELtENpDER. Three or four, as I remember. 

Admiral Burke. There was no Essez class carrier, nor big carrier 
lost by air attack. Now, these aircraft carriers are tough. I would 
like to make this observation: 

That if we cannot control the seas, if we cannot use the oceans for 
our own purposes, the enemy is going to be able to use them. 

Senator ELLENDER. What about our Air Force? According to 
General LeMay, the Air Force could do the job alone. 

Admiral Burke. We are going to be very happy in the Navy for 
everything that SAC can do. We depend upon SAC for doing its 
mission and doing it well. 

I think also SAC will depend upon us for making sure that the lines 
of communication, for making sure that this control of the sea is kept. 

If we cannot do that there will be no fuel, there will be no forces; 
there will be nothing that can be carried overseas and we will be re- 
stricted to this country. 

We are mutually dependent on each other doing the job. 

I have great admiration for SAC and I think that SAC will be very 
grateful for what we can do in the Navy. 


WORLD DEPENDENCE ON THE UNITED STATES 


Senator ELteNnpER. The great trouble with the position you take, 
Admiral, in my humble judgment, is that the whole world depends on 
the good old United States of America for everything. You stated 
that in no uncertain terms on page 3 of your testimony. 

I must always return to the proposition that we have a big program 
of mutual defense. We have spent billions of dollars. Do our joint 
Chiefs ever consider the potential help that we may receive from our 
Western European Allies, or do they consider Western Europe to be 
dependent upon us for aid ad infinitum? 

Admiral Burke. I understand your position, Senator, and it is of 
concern. But unfortunately I think the world does depend upon the 
United States. 

Senator ELLENDER. Do we not force them into their present posi- 
tion, when they read about statements such as you made here today? 

Admiral Burks. Not from the statement, sir, but from the situa- 
tions in which we find ourselves. 

Senator SALTONSTALL. You would qualify that to be the free 
world, would you not? 

Admiral Burke. Yes, sir; the free world. The United States is the 
leader of the free world now. We have a greater productive base. 
I am afraid that we are largely responsible for the protection of the 
free world. 

Senator Cuavez. You also have the responsibility because we are 
the leaders of the free world? 

Admiral Bur«e. Yes, sir. 
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Senator ELLENDER. In my humble judgment if we keep spending, 
at the current rate we will lose our freedom in the next 4 or 5 years, 
You are going to destroy initiative if this spending spree continues, 

Admiral Burke. It has to be a very fine balance and I agree with 
your concern, sir, that the other nations must contribute as much as. 
they can to their own defense and to the defense of the free world. 


POSITION OF NAVY 


Senator ELLtenperR. But we are not making them do it. We are 
not suggesting they do it. On the contrary, we have taken the posi- 
tion that you have taken here. Let me read it again: 

The task of controlling the seas and denying their use to an enemy falls on the 
United States Navy. It is mandatory that the United States maintain a Navy 


powerful enough for this task. Allied navies will be heavily engaged in urgent 
tasks in local waters near their own shores to the full extent of their capabilities. 


Senator SatronstaLu. Mr. Chairman, I have two questions. 
EFFECT OF HOUSE REDUCTION 


Admiral Burke, the House in round figures has cut $320 million 
out of your procurement program and that does not include the $80 
million of the Marines that you are not asking for, and approximately 
in round figures $94.3 million out of your operation and maintenance 
and personnel program. 

Now, if the Senate committee decided it did not want to restore 
all that you wanted to put back, roughly in round figures, $415. 
million, you would prefer, would you not, to have the “Operation 
and maintenance”’ figures put back and have us take out of. procure- 
ment ge we determined we should cut the Navy if we should cut 
it at all? 

Admiral Burke. Senator, that is like asking which child do you 
wish to give up. It would be dependent on the amount and actually 
what really should be done is a reappraisal of the whole budget 
because it is hard to balance without a reappriasal of the whole 
business. 

Some of it is “Operation and maintenance’”’ and some of it perhaps 
we would rather have in our ‘Major procurement.” 

Senator SatronstaL. I based that experiment. on an experience 
with Mr. Forrestal a few years ago or in the 80th Congress, where 
there was a question, the House cut operation and maintenance, the 
Senate cut procurement. 

Now, if you cut operation and maintenance or personnel salaries, 
you cannot operate what you have in carrying out what you just 
said in answer to questions of Senator Ellender, but you want to be 
able to operate the ships and the airplanes you have rather than to 
get new ones and not have enough money to operate what you have 
now or to operate what comes along. 

Admiral Burke. Yes, sir; if stated that way. But actually what 
you want to do is operate what you have now, but you can’t put all 
your money in immediate readiness because otherwise you would 
suddenly reach the place that your procurement was so low you did 


not have new gear coming along and all your old gear would not be 
useful. 
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So it is a balance in there, sir. That is why I don’t think it is quite 
right to put all of the money back in maintenance and operation and 
none into new procurement, or all the money in new procurement and 
none in maintenance and operation. It depends on the amount. 

Senator SaLronstauu. In other words, if we are going to cut and 
we insisted on cutting something—I am not saying we are going to, 
but assume we are insisting on cutting some—what you would have 
to do is cut down your uniform force to a certain degree and cut down 
a certain amount of procurement, too. Is that what you are saying? 

Admiral Burke. Yes, sir. 

Senator SaALTonsTALL. That might very well become important in a 
conference even if it did not become important to the committee here. 

In other words, you would work with a smaller personnel and 
smaller operating force, but you would insist, or demand, if you want 
to put it that way, or very much believe that some procurement is 
necessary to keep the forces modernized and so on. 

Admiral Burke. Yes, sir. 


REDUCTION IN NEW PLANE PROCUREMENT 


Senator SALrTonsTaLL. As I read your statement and as I listened 
to Mr. Gates, you ask for 1,220 new planes. The House cut you $120 
million out of aircraft procurement. That would mean that you would 
eut your new planes down how many? 

Admiral Burke. 125. 

Senator SALTONSTALL. That would be about 1,100 planes. And at 
the same time the planes that you are buying are going to cost you 


$300 million more than you originally estimated. 

This, I think, is the same question I asked Mr. Gates. So that if 
we let the House cut stand of $120 million, ultimately it would mean 
more than just a cut of 120 planes, would it not? 

Admiral Burke. Yes, sir; we would have something quite a bit less. 

Senator SALTONSTALL. Could you give any estimate? 

Admiral Burke. I can give you a rough estimate. I would esti- 
mate that if the House cut were to stand we would be able to procure 
something less than a thousand airplanes. That is rough. 


TOTAL PLANES IN OPERATION 


Senator SALTONSTALL. How many planes are you going to have in 
operation? 

Admiral Burke. Ninety-seven hundred. 

Senator SALTONSTALL. You did not know your annual attrition, 
you could not give the figure for that? 

Admiral Burks. Not exactly, but it is something over 1,500. 

Senator SALTONSTALL. So if you replace something under a thou- 
sand, which would be the House figure, your deficiency in numbers of 
new planes would grow and the total number of planes would be some- 
what over 500 less; would it not? 

If 1,500 were attritiated and you only built 985, would you have 
500 planes less in the Navy? 

Admiral Burke. What that would ultimately mean is that our 
force levels and operating planes would necessarily come down. 

In other words, we would have fewer planes to operate, not this year 
but when these planes are delivered. 
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Senator SALTONSTALL. If it is proved out that this $300 million is 
correct as a figure, that it is costing that much more, is it the Navy’s 
plan to ask for that in a supplementary budget or is it to assimilate it? 

Admiral Burke. It depends on what the final figure turns out to. 
be, sir. We have 1 or 2 choices at that time, when we determine 
what the figure is. 

We can either program fewer numbers of aircraft or we can ask for 
a supplemental appropriation. 

The decision would have to be made at that time, which one to do, 
sir. 

RESTORATION VITAL 


Senator SaLtronsTaLu. So it would become pretty vital to restore 
that $120 million? 

Admiral Burke. Yes, sir. 

Senator SALToNsTALL. Which is as much as we ean restore because 
that would be the top of the budget? 

Admiral Burke. Yes, sir. 

Senator SautronsTaLL. You would not consider eliminating any 
ships or asking for transfer to airplanes from ships? 

Admiral Burke. No, sir. 

Senator CHavez. Can you do that, Admiral? 

Admiral Burke. Not without the consent of Congress. 

We would have to come up and ask Congress for the transfer 
authority. We probably would not do that, sir. 

Senator SaLronstTaLu. Thank you, Mr. Chairman. That is all I 
have. 

Senator Cuavez. Senator Ellender. 


VESSELS REQUIRED TO GUARD CARRIER 


Senator ELLenpER. Admiral, would you be able to tell us how many 
vessels are required to guard one of the larger carriers you are now 
building? 

Admiral Burke. It depends entirely upon where it is, the mission, 
what it is doing, the attack forces that are launched against it. 

Senator ELLenpeER. Let us assume that there is an attack going on. 

Admiral Burxe. Our carrier task forces vary a great deal with 
their location. The task force in the 6th Fleet has 2 carriers, 2 or 3 
support ships, that is cruisers. 

Senator ELLENDER. You mean just from base? 

Admiral Burke. No, cruisers. 

Senator ELLENDER. What makes the difference, the location? 

Admiral Burke. The location where it is operating. 

Senator ELLeNDER. Would you put carriers in the Mediterranean? 

Admiral Burke. Yes, sir. 

Senator ELLENDER. With airbases in north Africa? 

Admiral Burke. Yes, sir. The control of the Mediterranean, 
Greece, and Turkey and all the allies in the Mediterranean are de- 
pendent upon sea supply all the time in order to exist. 

Senator ELutenper. I am talking about carriers now. 

Admiral Burke. Yes, sir; your carriers provide the air protection 
and the protection for those—— 

Senator ELtenpreR. What about all the bases we are building in 
Turkey and in north Africa? 
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Admiral Burks. The bases in Turkey will be used for Turkish 
aircraft and our own fighter aircraft for the defense of Turkey. 


EFFECTIVENESS OF ANTIAIRCRAFT 


Senator ELLENDER. I wanted to ask you this question: On page 
17 you say: 

We are converting cruisers to missile ships, and we are building guided-missile: 
destroyers, because guns are no longer effective against modern aircraft. 

Admiral Burke. Yes, sir. 

Senator ELtenpER. Does that mean antiaircraft guns? 

Admiral Burke. Yes, sir. 

Senator ELLENDER. Would you say the same thing obtains on land 
as in the Navy? 

Admiral Burks. Certainly you need missiles to hit high flying, 
high-speed aircraft. 

Senator ELLENpDER. I understand, but would not the same thing 
obtain on land as you prescribe for the Navy? 

Admiral Burke. Yes, sir. 

Senator ELLENDER. Did you know that up to January we had Army 
antiaircraft guns in the United Kingdom? 

Admiral Burke. We have guns still in the Navy, too, sir, but they 
are good for low-flying aircraft, and they are good for special purposes, 
but they are not good against high flying, high-speed aircraft, sir. 

Senator ELLENDER. Was the position, that you have taken, dis- 
cussed with the Army? 

Admiral Burke. Yes, sir. 

Senator ELLENDER. You saw fit to dispense with antiaircraft guns 
and substitute missiles, but the Army still uses antiaircraft guns. 

Admiral Burke. They are phasing out, too, sir. They are phasing 
out their guns. 

Senator ELLENDER. Not very fast. Thank you, Admiral. 

Senator CHavez. Senator Symington? 


REMARKS ON NAVY PRESENTATION 


Senator Symineton. Admiral, we have heard a lot of comment 
about the size of this budget. As I understand it, in general, what 
we want to do is to be able to destroy anybody who attacks us, 
control the seas and have a modern Army and Marine Corps that 
can move rapidly anywhere to put down local trouble; is that not 
correct? 

Admiral Burke. Yes, sir. 

Senator Syminaion. First, I want you to know that I believe in 
carriers and always have believed in carriers and if I vote for the 
supercarrier it will be because of my respect for you. 

But I agree with the distinguished Senator from Louisiana, I think 
you state your case pretty strongly here in some cases. 

I present them to you with respect, and in no sense in effort to be 
contentious, but to be enlightened about some of the points you make. 

You say: 


The task of controlling the seas and denying their use to an enemy falls on the 
United States Navy. 
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‘ Weal you not want to say “Falls primarily on the United States 
avy’! 

Admiral Burks. Probably that would be better. Also probably 
it would be better if I were to put the high seas in there because we 
do get help from other navies, but it is true, too, that most of the 
foreign navies do have limited capability and have not been able to 
get greater capability than for their local waters. 


CONTROL OF MEDITERRANEAN 


Senator SymineTon. Let us shift to another paragraph where you 
say: 


Our naval forces must stay in the Mediterranean. The whole Allied position 
depends on the Navy’s ability to control the Mediterranean. 

If our own Air Force controlled the Mediterranean, or another 
country’s air force controlled it, that would be the same thing, would 
it not? 

Admiral Burke. If they could control it, sir. 

Senator Symineron. Albania is a satellite of Russia, is it not? 

Admiral Burke. Yes, sir. 

Senator Symineton. What is the distance roughly from Albania to 
the center of the Mediterranean? 

Admiral Burxkr. About 800 miles, sir. 

Senator Syminaton. About 800 from Albania? 

Admiral Burke. That may be high. To the operating area in the 
western Mediterranean—it depends on where you are thinking of. 
Right square in the center it is about 450. 

Senator Symineton. Let us assume you say from the south of 
Albania to the center of Mediterranean. 

Admiral Burke. South of Sicily? 

Senator SyMIneTon. Yes. 

Admiral Burke. About 400 miles, I would say. 


MISSILE ATTACK FROM ALBANIA 


Senator Symineton. Now, we know that the V—2’s in World War II 
had a range of around 200 miles. We know the Communists have 
been and are working hard on missiles. We have now planes flying 
very, very fast, and presumably also you would have atomic weapons 
on these carriers, so the carriers would be a primary target. 

If the Communists made even a slight improvement in the Red- 
stones with nuclear warheads, they would fire from Albania, would 
they not? 

Admiral Burke. Redstone cannot hit the ship or any other ballistic 
missile because a ballistic missile is fired at a fixed point. They don’t 
know where that fixed point is and it takes some adjustment there. 

Senator Symincton. What is the speed of a carrier? 

Aciuiral Burke. About 30 knots. 

Senator Symineton. What is that in miles? 

Admiral Burke. About 35 miles. 


Senator Symineton. We had testimony in an open hearing about 
9 


2 years ago from a member of the Atomic Energy Commission that 
we had already dropped a bomb which had an area of total devasta- 
tion, not just fires, et cetera, but an area of dust, from this one bomb 
of 48 square miles. 





let 
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Do you not think on that basis, especially as water bursts are more 
lethal than air bursts, do you not think it would be rough in a general 
war? 

By general, do you mean all-out war? 

Adifiiral Burke. Yes, sir. 


CARRIER SUPPORT 


Senator Symineton. If what you say is right and you could support 
carriers in that narrow sea, with Albania, and some of the other 
countries potential satellites of Russia I should think you could 
cut the United States Air Force budget. 

Admiral Burke. No, sir; you can’t, that is correct, sir, a ballistic 
missile against ships, in the first place they don’t know that you are 
in the specific spot in the center of the Mediterranean, they don’t 
know where you are. They have to find you. 

Senator Syminaton. They have radar. 

Admiral Burke. They don’t have radar that will reach that far, sir. 
Radar is a line of sight. 

Senator Symineton. If you put a plane up at sixty to seventy 
thousand feet with radar, you certainly would be able to see a carrier. 

Admiral Burke. It also will get itself in difficulty because if it can 
see the ship, then the ship can see it. You have pickets around so 
that the pickets will see such a plane, probably before the plane can 
see ; 

Senator Syminetron. But you are not going to have a picket over 
Albania. 

We have had contradictory testimony from other members of the 
Joint Chiefs on this particular point. That is one reason I would 
hope we might have some real war gaming. Can the American people 
afford to pay for it both ways. That is the point. 

Admiral Burke. There are two different purposes, sir. If the ships 
cannot use the Mediterranean, then all the free countries that border 
on the Mediterranean will fold. 





QUESTION OF AIR CONTROL 


Senator Symrneron. You have to control the air. The question is 
whether you can control the air with carriers. 

Admiral Burke. Yes, sir. 

Senator Symineton. You might well be able to control the sea 
with planes and submarines. But I just do not see how you can have 
carriers moving in the Mediterranean in an all-out war against the 
Russian Air Force and ballistic missiles which could be fired from 
places like ‘Albania. 

Admiral Burks. With a ballistic missile at fairly long range, a 
couple hundred miles, there is very little danger to ships. It would 
be a waste of effort to fire ballistic missiles against a target that you 
didn’t know the exact geographic position. 

Another thing is that a carrier task force is a powerful antiair weapon 
system. And any aircraft that gets near it finds itself in trouble. 

Senator Symrneron. As you know, soon we are going to fly bombers 
more than twice as fast as any previous bombers we have had. You 
have to have plenty of support to hide anything moving at that speed, 
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it would seem to me, in the Mediterranean: and now fighters can carry 
the nuclear weapons. 


DEVELOPMENT OF SEAMASTER 


On the high seas that is another matter. I can see that, and inci- 
dentally I have always been very high on the possibilities of the 
Seamaster. Even though you are cutting your present plans for 
production, you are still working to develop that plane are you not? 

Admiral Burke. Yes, sir. We are getting 24 and as these planes 
come off the production line we will have them well tested by next 
year, sir. 


Senator Symineton. Now, you make a very strong defense of the 


carrier here. About a quarter of your entire talk is on that subject, 
Would you want to tell us what the range is of your best carrier 
bomber. 

Admiral Burke. The A3D has attack range of about 1,500 miles, 
sir. 

Senator Symrneron. How many of those do you have on a super- 
carrier? 

Admiral Burke. We have 12, sir. 


KILLER SUBMARINES 


Senator Symineton. You mentioned killer submarines. How many 
killer submarines are in the next budget? 

Admiral Burke. One, sir. It is an attack submarine. 

Senator Symrneton. That American killer would have to be quite 
a killer, if it is going to handle those hundred submarines the Soviet 
are now estimated to be building annually. 

Admiral Burke. It is the first of its type, sir. 

Senator Symineron. The first of its type? 

Admiral Burke. Yes, sir. 

Senator Symrneron. Is it the only killer submarine we have? 

Admiral Burkes. No, sir; we have other killer submarines. All 
submarines have antisubmarine capability. This is an especially 
configured submarine, sir. We have had others before, small and big 
ones. 

STRATEGIC MISSIONS OF NAVY AND AIR FORCE 


Senator Symineton. The thought which runs through my mind as 
we try to save money without reducing defense, is that just as some 
of the TAC mission would seem to read on the SAC mission, except 
for what the Army requires in the way of tactical support, so I am 
worried about whether some of the Navy carriers strategic mission 
does not read on the Air Force strategic mission; and very possibly 
vice versa. 

It would be bad, I know you agree, if the Navy was putting its 
new-construction money on a lopsided basis; because of its interest 
in air it would not have adequate antisubmarine defense. You see 
what I am getting at? 

Admiral Burks. That is correct, sir. 

Senator Symineton. Do you assure the committee that is not true, 
in your opinion? 
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Admiral Burke. Yes, sir. We have had many studies on this, to 
do the very best we possibly can to muke sure we are in balance. 
This antisubmarine proposition is one of our major problems. But, 
in defending yourself, in defending ships at sea, you must defend 
them against all possible types of attack. It does not do any good 
to have the best antisubmarine defense in the world if your ships are 
sunk by mines or sunk by missiles or sunk by anythin 

You have to have protection against everyting. This j is a good, 
balanced program. 

Now in determining the number of submarines that you would use 
in barriers and off the harbors and things like that, you figure as 
well as you can as to where you would put these submarines, how 
they would be used, and then compute all your other requirements 
the same way. 

True, we would like to have many more submarines. We would 
also like to have many more destroyers. 

Senator Symrneton. I understand that. 

Admiral Burke. So, we are short. But, as nearly as we can de- 
termine, this is the best balanced program we can get within the funds 
that are permitted. 

Senator Symineton. My final point. I think you will find that 
either you or Secretary Thomas mentioned 450 submarines, if not a 
year ago, very close to it, and ina public statement. 

Admiral Burke. Y es, sir; that was in January, I think, Senator. 

Senator Symineron. No; T think it was nearly a year ago. 

Admiral Burke. Four hundred, I think it was, last year. I am 
not sure. 

Senator Syminaton. Well, I’ll try to get it for the record. I have 
also seen some off-the-record testimony as to where you think the 
Soviets are going ultimately in quantity of submarines. If it is true 
that in the not too distant future they will have submarines difficult 
to detect because of their novel design, submarines which can lie on 
the bottom, and from that position shoot megaton warheads against 
our cities that would be quite a day. If they had, say, 400 or 500 
of them lined up a thousand miles out and started launching these 
hydrogen bombs simultaneously against the great ports of the United 
States, New York, New Orleans, Los Angeles, and so forth, I hope 
any competitive situation, w hich I know something about from the 
past, does not reflect itself in the future to the detriment of the best 
possible antisubmarine defense. That is what I am trying to get at. 

Admiral Burke. Yes, sir; you are right. It is a most difficult 
problem and a pressing problem, but, in solving that, as I say, sub- 
marine war is a war of attrition. There is no way you can establish 
a barrier any more than you can establish an air-defense barrier that 
nothing can get through. 

Because some of them can get through if they are willing to fight 
for it. A war of attrition will make them pay. 


THE CORDINER REPORT 


Senator Syminoron. Incidentally, are you for the Cordiner report, 
yourself? 

Admiral Burke. Yes, sir. 

Senator Symineton. You are for it? 

Admiral Burke. Yes, sir. 
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Senator Symineton. I am glad to hear it. I noticed one of the 
illustrations given in the report was about a destroyer, which is 
subject I understand you know something about, that a destroyer with 
excellently trained people could cover as much submarine hunting as 
three destroyers could with average trained people. 

Admiral Burke. That is correct, sir. 


SOVIET SUBMARINE MENACE 


Senator SymMineTon. | would think that one of the greatest ways of 
discovering submarines would be from planes from carriers. Then the 
question would come up whether you need these superlarge carriers for 
strategic attack instead of more smaller carriers in the open seas, the 
planes from which could cover a great deal of submarine territory. 

I have been directly or indirectly connected with the Defense De- 
partment for nearly 18 years, and I believe the submarine menace that 
the Soviets are developing may be the greatest menace to this country, 
up to the ICBM. 

Admiral Burks. I think that may very well be, sir, but in order to 
get submarines you need various types; you need planes; you need 
submarines; you need ships; you need shore installations; you need 
a lot of things. 

If a ship that is operating in an area that is within range of enemy 
air does not have any air defense, the smallest little airplane comes 
in and sinks it. So it has to have air defense. Airplanes that fly 
from carriers without the ability to destroy the enemy air that could 
be launched against it or is apt to be launched against it, is finished, 
and you don’t have those airplanes, ASW airplanes, or those surface 
ships, and you are forced right back on your own territory again. 


NAVAL CONSTRUCTION 


Senator Symrneron. At this point in the record, would you put 
the percentages of fiscal year 1958 naval construction (1) that is 
going into carriers, (2) that is going into cruisers, (3) that is going 
into submarines, (4) that is gomg into destroyers, (5) that 1s going 
into any other type of ship you are building, and (6) that is going 
into airplanes? 

Could you give us that in dollars and in percentage? 

Admiral Burke. Yes. 

(The information referred to follows:) 
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Dollar amount and percent of Navy shipbutlding and conversion program and aircraft 
procurement, including modernization program in total Navy budget 


Fisca] year 
1958 new Percent of 
obligational | Navy new 
authority in | obligational 
dollars for | authority for 
ship types | ship types 
and aircraft | and aircraft 














(in thou- 
sands) 

es 6 -~ eo wainames sin nese | $339, 000 3.1 
Cruisers . phos > i Tauenegneten relive i -| 255, 000 2.3 
Destroyers - - -- i piNecnnin nog cine Saget en wwbin : 579, 000 5.3 
Submarines. - - -- —_ , da tihenbetinietinies dian ; | 228, 000 2.1 
Others ---- a : <ouguetekehwen | 105, 405 .9 
Total, shipbuilding and conversion program, fiscal year 1958- 1, 506, 405 13.7 
Total, aircraft-procurement program, fiscal year 1958_......-.-- 1, 459, 960 | 13.5 

CUMULATIVE TOTAL, FISCAL YEARS 1954 THROUGH 1958 
OVA's..-- ; , $1, 379, 162 2.7 
Cruisers ‘ 616, 082 1.2 
Destroyers - 2, 044, 880 3.8 
Submarines ‘ ‘ . 1, 005, 637 2.0 
Other - - - - 692, 165 1.3 
Total, shipbuilding and conversion program, fiscal years 1954-58. 5, 737, 926 11.0 
Total, aircraft procurement programs, fiscal years 1954-58 _. ‘ 6, 480, 832 12.8 


RAIDING OF MISSIONS 


Senator Symrneron. I am worried whether the services are raiding 
on each other’s missions to the point where the situation may be 
lopsided and unusually expensive. 

You have forgotten more about it than I know; and if you say 
you think what they are doing is right, that is most reassuring to me. 

Admiral Burks. Senator Symington, we have three different groups 
in the Navy, separate groups, to study this problem of what is hap- 
pening in the future, because it is a complex, difficult problem of where 
we might go. 

One group is composed of the most imaginative and experienced 
officers that we can get. Another group is composed primarily of 
scientists. The third group isin ONR. They are all separate. They 
work out their solutions independently and then those solutions are 
studied. Some of them study every idea that they can get hold of. 

We also have some. study groups composed of scientists and we 
gave them the problems of antisubmarine warfare last year. Well, we 
will do the same thing again to see what they can come up with. 

Then we take all these possible solutions, and they are not too far 
different many times, and we try to arrive at the best possible balance. 

It is not an easy problem. You are never sure that you are exactly 
right. You know next year as you get more information there will 
be some changes, just like we know now that our destroyers have to 
have bigger hulls in order to mount these big sonars that have to go 
in them. Technological progress makes it possible to change them, 
but as nearly as we can foresee we think it is in balance. 
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Senator Syminetron. Thank you, Admiral. 

Mr. Chairman, I have no further questions. 

Senator Cuavez. Thank you, Admiral. I want to say that we are 
meeting again tomorrow morning at 10 o’clock, and we will hear 
General Pate, of the Marines. We stand in recess until tomorrow 
morning at 10 o’clock. 

(Thereupon, at 5:40 p. m., Tuesday, May 28, 1957, the subcommit- 
tee was recessed, to reconvene at 10 a. m., Wednesday, May 29, 1957.) 
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WEDNESDAY, MAY 29, 1957 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Dennis Chavez (chairman of the subcom- 
mittee), presiding. 

Present: Senators Chavez, Ellender, Robertson, Saltonstall, Bridges, 
Young, Smith, Dworshak, and Symington. 


DEPARTMENT OF THE NAVY 


Tue Marine Corps 


STATEMENTS OF THOMAS S. GATES, JR., SECRETARY OF THE NAVY; 
ADM. ARLEIGH A. BURKE, USN, CHIEF OF NAVAL OPERATIONS; 
GEN. RANDOLPH McC. PATE, USMC, COMMANDANT OF THE 
MARINE CORPS, AND MAJ. GEN. R. S. MOORE, SPECIAL ASSIST- 
ANT TO THE ASSISTANT SECRETARY OF DEFENSE (COMPTROL- 
LER) 

1958 PROGRAM 


Senator Cuavez. The committee will come to order. 

I believe that when we recessed yesterday afternoon late that you 
had not had an opportunity to ask questions. 

Senator Smiru. Yes, I did. Thank you very much. 

Secretary Gates. I believe we were to the Marine Corps, Mr. 
Chairman. 

Senator Cuavez. That is right. 

Are there any more questions with reference to Admiral Burke? 

Now, General Pate, you may proceed with your statement. 

General Pats. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen, I welcome the opportunity to come 
before you today to discuss the present status of the Marine Corps 
and to cover briefly the programs that our fiscal year 1958 budget 
request supports. 

Our programs and the funds we are requesting to support them 
have one primary purpose: To enable the Marine Corps to fulfill its 
missions and its role in current national defense plans. 

The funds requested are primarily to support and maintain the 
capabilities of our operating forces. This budget has been carefully 
formulated and reviewed with full regard for the necessity of getting 
the greatest value out of every dollar. 
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With the high costs of modern weapons and equipment and ever. 
increasing prices, it bas not been an easy task to prevent appreciable 
increases in our fund request. However, we have, I believe, done this 
and still made provision for adequate support of our operating forces, 


STRIKING FORCES IN READINESS 


These operating forces are comprised principally of the 3 combat 
Marine divisions, the 3 combat aircraft wings and various supporting 
troop units. They constitute a striking force in readiness, the fandia 
force component of the amphibious striking potential of the United 
States Navy. 

They are ready to move out quickly from strategic locations and if 
necessary, to fight any kind of conflict, be it general, small, or limited 
in nature. 

The 2d Marine Division complete with supporting Fleet Marine 
Force units and its avaition counterpart, the 2d Marine Aircraft Wing, 
stationed near the coast in North Carolina, are in a position for imme- 
diate deployment to any point around the periphery of the Atlantic 
and to any potential troubled area in the Mediterranean, Near East, 
or Middle East. 

A reinforced battalion from this division and, from time to time, 
appropriate air elements from the 2d Wing are maintained on station 
with the 6th Fleet in the Mediterranean. 

During the Suez crisis and during the recent Jordanian affair, this 
force was in position to move in quickly to carry out any tasks as- 
signed within its capacity. And, of course, the remainder of this 
division-wing team was and is prepared to move promptly into any 
unstable area. 

The ist Marine Division with appropriate supporting forces and 
this division’s teammate, the 3d Marine Aircraft Wing, are based on 
the west coast within close proximity to one another at Camp Pendle- 
ton and the Marine Corps Air Station, El Toro, Calif. They can be 
quickly embarked to contend with any emergency in the Pacific 
littoral or should our national interests require it are prepared to 
move to east coast ports for movement to any other part of the world. 

The 3d Marine Division, reinforced with supporting Fleet Marine 
Force units, and the 1st Marine Aircraft Wing, the other component 
of this air-ground team, are deployed at various bases throughout the 
Pacific. Marines comprising this force are kept at the highest state 
of peacetime preparedness. 

They are undergoing rigorous training and continuously ready to 
move out on the shortest of notice to any of the potential trouble 
spots in the East. 

MARINE CORPS DETACHMENTS 


In addition to the Fleet Marine Forces, there are many other ele- 
ments of our operating forces supported by this budget request. 

The Marine Corps will provide security detachments for 165 Navy 
and governmental installations in this country and abroad where 
protection by military personnel is required. 

Marine detachments will continue to be stationed aboard the major 
ships of the fleet; 3,127 marines will be assigned this duty in fiscal 
year 1958. 
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The Marine Corps also provides security detachments in foreign 
countries for the State Department. There will be 92 of these during 
fiscal year 1958. 

Before proceeding with a discussion of our fiscal year 1958 pro- 
grams, I would like to mention that we plan to make consequential 
organizational changes in our combat elements during the next few 

ears. 
, An exhaustive study to determine the troop structure and equip- 
ment that will best suit our vertical assault doctrine with its charac- 
teristics of speed and mobility has recently been completed. This 
doctrine, now a reality, demands troop organizations which are 
tailored and equipped to execute it. 

Regardless of the shape these organizations take, they must and will 
retain the same characteristics of integrated, combined arms and the 


capability of operating in conjunction with the Navy as independent 
self-sustaining forces. 


COMBAT UNIT REORGANIZATION 


We are presently reorganizing certain of our combat units, but the 
complete changeover will be gradual and calculated in the light of 
many factors. Our divisions will be more lightly equipped, more 
mobile, but more powerful than our present divisions. The wings will 
undergo certain changes, also. 

All signs point to lighter, smaller, faster, self-sufficient units. 

The Marine Corps will not be turned inside out to do this, nor will 
our readiness be diminished. 

Initially, we are reorganizing 1 division aud 1 wing using equipment 
presently available. Later conversions will benefit from this ex- 
perience and will be coordinated with the procurement and availability 
of equipment designed for use in the helicopter assault by an evolu- 
tionary process. 

Concurrently with the adoption of a new troop organization have 
come requirements for new equipment. The conversion, however, 
will not result in the generation of excessive stocks of outmoded 
equipment. 

As far as we can now foresee, we must be able to provide logistic 
support across the beach for the lightly equipped helicopter assault 
forces for a number of years to come. 

Furthermore, until such time as we have sufficient numbers of 
helicopters to implement the all-helicopter assault on a large scale, 
we must maintain the capability to fight our way across the beach. 

We will use equipment presently available in effecting our reorgan- 
ization until such time as our new material requirements are fully 
determined. Where we are sure we will have reduced requirements 
we have already cut back procurement. 

In other areas not so clear cut. we are postponing procurement 
until we are certain of what we will want and will use for an economical 
period. 

As a result, our request for procurement money is the lowest s:nce 
1950. Much of the material we have now is still usable, and insofar 
as possible we are planning for its full use, but in next year’s request 
we will have to include a request for more procurement funds if we 
are going to maintain our potential. 
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With this short review on the present status of the Marine Corps, 
and a brief glimpse of our plans for future years, I would like now to 
discuss in general terms the programs which will support the Marine 
Corps in the coming fiscal year. 


TOTAL APPROPRIATION REQUEST 


We are requesting in the President’s budget a total of $942,300,000 
to support our fiscal year 1958 programs under appropriations spon- 
sored by the Marine Corps. 

Our military personnel program, which represents some 67 percent 
of our total budget request, calls for a begin and end fiscal year 1958 
strength of 200,000 Marines—for your information, a statistical 
summary of all personnel—regular, Reserve, and civilian—as appended 
to this statement. 


ASSIGNMENT OF PERSONNEL TO COMBAT ELEMENTS 


During the coming year we will continue to place emphasis, as we 
have in the past, on the assignment of personnel to our combat ele- 
ments, the Fleet Marine Forces. We plan to provide 60.4 percent of 
all marines to the operating forces. 

To provide us with the type of young men we need, men that want 
to be marines, we will depend completely on volunteers and will en- 
list as many of them as we can for the longer terms. 


RESERVE PROGRAM 


For our Reserve program, we are requesting funds to support the 
personnel costs of 323 Reserve units, both air and ground, with an 
average strength of 47,754, and to provide training for Reserve 
marines unable to join organized units. 

It will enable us to maintain a hard core of trained Reserve marines 
prepared, if again required, to provide the backup and staying power 
for our regular forces. 

In our operation and maintenance program we will apply about 
19.5 percent of this budget request. Forty-five percent of the funds 
requested in this area will support the training and operations of our 
ground combat elements to insure their combat readiness. Funds for 
support of air-unit training and operations are provided by the Navy. 


TRAINING PROGRAM 


Our training program for both individuals and units will continue 
to be aggressive. Discipline, loyalty, obedience, physical fitness, and 


small-unit leadership will receive the same emphasis as in the past. - 


Combined exercises to promote, develop, and improve combat effec- 
tiveness will be conducted by both the air and ground elements of 
our Fleet Marine Forces. 

Each division wing team will conduct at least one full-scale am- 
phibious exercise in addition to those conducted by their subordinate 
elements. 

This is an age of change—change in doctrines, techniques, and 
equipment. Our combat forces must keep pace with these changes. 
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The best and only way the Marine Corps has found to do this is to 
evaluate the changing conditions, translate them into requirements 
for new tactics and equipment, and then to train vigorously for their 
utilization. 

Our facilities supporting the operating forces will be maintained at 
an adequate minimum level. Economy, efficiency, and improvement 
in procedures will continue to be our goals in the management of our 
day-to-day affairs. 

Our civilian complement, without whose loyal and dedicated sup- 
port our task would be impossible, will be maintained at approxi- 
mately the same level as past years. 


MATERIEL PROGRAM 


Our materiel program, equal in importance to those previously dis- 
cussed, will allow us to maintain a position of materiel readiness which 
the Marine Corps must possess in its role as a force in readiness. 
Approximately 10.6 percent of our budget request is devoted to this. 
Our marines are ready. The tools with which they fight must be 
ready. 

As mentioned earlier, new doctrines and techniques are proposed, 
tested, and accepted. New doctrines and techniques require new 
tools and equipment. With a heavy investment in present-day 
equipment, its replacement can be an expensive project, but it can 
never be as expensive as defeat. 

Our procurement program will be under the closest scrutiny. Re- 
quirements will be carefully examined. If a requirement ceases to be 
valid or if its end can be foreseen, procurement will be discontinued. 
Recouped funds will be applied toward the purchase of approved, 
up-to-date equipment. 

Mobilization stocks will be increased only to a minor degree and 
then only in items whose use can be foreseen after fiscal year 1961. 
The funds requested in this area will allow us to continue operating 
and allow an approximate 5 percent increase in our mobilization stock 
position. 

The Marine Corps as a force in readiness must be ready to embark, 
at any time, for any place, in order to gain as great an advantage for 
our country that early commitment can provide. 

Committed in this manner, it is quite likely that we will be in sus- 
tained combat with little or no relief for long periods of time. Realiz- 
ing such a situation, you can well appreciate my stand that we must be 
permitted to retain in our hands that material which we feel is required 
to sustain any engaged force. 

Our attitude in this matter is not alw ays appreciated and we have 
had some difficulty in justifying our high initial requirements when they 
are compared to those of other services. 

Let me say again, gentlemen, that the budget request has not been 
conceived hastily, but is the result of a carefully calculated appraisal 
of the minimum the Marine Corps requires to operate with full reali- 
zation that each and every dollar must count. It will provide for a 
lean Marine Corps, but as always, one that is ready to fulfill its tradi- 
tional and historical role—the Nations’ force in readiness. 

I am in full accord with the President’s budget, as presented. 
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In conclusion, I would like to discuss very briefly the reductions 
that have been proposed as they relate to each Marine Corps sponsored 
appropriation. 

MILITARY PERSONNEL, MARINE CORPS 


The reduction of $4,600,000 for the appropriation, ‘‘ Military per. 
sonnel, Marine Corps,’ presents a very serious problem. The “ Mili- 
tary personnel, Marine Corps,” budget is based on a detailed month. 
by-month personnel plan wherein the minimum needs of the Marine 
Corps are reflected. 

I have studied this plan to ascertain where this reduction could be 
taken. It is my firm conviction that the only way we can absorb this 
reduction without jeopardizing the personnel stability of the Marine 
Corps is to reduce our enlisted end fiscal year 1958 strength by 
approximately 3,000 marines. This is totally undesirable because 
this action further reduces the strength of our combat forces. 

An alternative to a strength decrease is to reduce the numbers of 
promotions for qualified marines. Failure to promote qualified per- 
sonnel will result in a decrease in numbers reenlisting and would only 
compound the already serious problem of retaining enlisted marines 
and their skills. This would only lead to increased costs for the pro- 
curement and training of their replacements. 

I cannot recommend the latter approach because the Marine Corps 
Yo ill afford the loss of our highly trained and skilled noncommissioned 
officers. 






RESERVE PERSONNEL, MARINE CORPS 





The reduction proposed here is predicated upon the failure of the 
past year’s performance to equal the plan. For fiscal year 1957 we 
are “on plan” and the year-end strength will be not only met, but 
would be exceeded had we not taken positive action to curtail our 
growth. 

The Reserve program is not static, but one which has shown 
continual improvement. 

I can accept this reduction which was apparently based on a 
different interpretation of the vitality of this program only in the 
knowledge, however, that it may result in ar arbitrary halt to the 
growth of our drill-pay Reserve forces. 

I feel you should know that we do not believe we will be able to 
accommodate all of the young men who apply to us for inclusion in 
the Reserve program in anticipation of their availing themselves of 
the opportunities afforded them under the law to discharge their 
military obligation. 


















MARINE CORPS PROCUREMENT 





In this appropriation a substantial reduction has been proposed. 
The Marine Corps will not reclama the action. The acceptance of 
this reduction, however, is necessarily based on the Marine Corps 
being authorized to redistribute carryover unobligated balances, from 
items that have been previously approved for funding, but are not 
available for procurement and apply them to the orderly procurement 
of approved essential equipments that are or will be available during 
fiscal year 1958. 
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I wish to emphasize that the reduced level of new obligational 
authority contained in this appropriation for fiscal year 1958 must 
be considered temporary and that our request for procurement funds 
for fiscal year 1959 and future years will, because of this reduction, 
be correspondingly higher. 

In other words, the magnitude of our requirements, which have 
been based only on essential needs, has not materially changed. 


MARINE CORPS TROOPS AND FACILITIES 


The proposed reduction in this appropriation envisions further 
efficiency and economy and slippages in military construction and the 
Capehart housing programs. 

his is the third straight year that economy and efficiency of 
operations has been given as the main reason for reductions in this 
appropriation. 

Another reduction in 1958 for this reason can only result in curtail- _ 
ment of essential programs such as the scope of training, limiting 
integration of new equipment, and the repair of vital equipment for 
replacement. 

Slippages in new construction requiring funds for operation and 
maintenance have occurred; however, these are minor and continued 
maintenance of old facilities in a usable condition actually results in 
greater rather than a lessened requirement for funds. 

The amounts of furniture and fixtures for planned Capehart housing 
and Wherry housing to be acquired as public quarters funded for in 
this appropriation are still required during fiscal year 1958. Delay 
in funding for this requirement will result in vacant public quarters 
with a corresponding loss to the Government. 


MARINE CORPS STOCK FUND 


It was the Marine Corps intention to utilize the funds proposed for 
rescission to provide for the provisioning of spare parts and improve- 
ment in our mobilization reserve position. Their rescission is accept- 
able only with the recognition that in the event of a major redeploy- 
ment or change in the world situation that additional funds would be 
required to restore the flexibility lost. 

(The tables referred to follow:) 
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Summary of the personnel requirements of the U. S. Marine Corps provided for by 
the fiscal year 1958 budget 





















































Percent 
Officers Enlisted | Aggregate of total 
Marine 
Corps 
1. Military personnel: 
(a) Active-duty Marine Corps: 
Begin strength, fiscal year 1958_...__.._.- 18, 000 182, 000 200, 0) |. .... 228 
End strength, fiseal year 1958: 
Operating forces: 
Fleet Marine Force-_-_-.--------- 7, 700 94, 344 102, 044 51.0 
. 2. § = eee 493 15, 169 15, 662 7.8 
Ships detachments - _____.--_-__.- 248 2, 879 3, 127 1.6 
Subtotal, operating forces-____- 8, 441 112, 392 120, 833 60.4 
ye, eee eee 5, 390 36, 111 41, 501 20.8 
Supporting establishment - -___-_.__- 2, 729 18, 937 21, 666 | 10.8 
Transients, patients, prisoners..---- - 1, 440 14, 560 16, 000 8.0 
Total, Marine Corps----.------..-- 18, 000 | 182, 000 200, 000 100.0 
Average strength (man-years), fiscal 
NONE nbn d LIke ed atobbnd 18, 001 181, 999 200,000 |...--.5.08 
(b) Marine Corps Reserve: 
Drill pay status: 
Begin strength, fiscal year 1958__.____| 4, 257 | 42, 788 | 67,000 |... nose 
End strength, fiscal year 1958: 
Nonaviation: 
OD Rg oct s sacs cnceon 2, 495 38, 386 40, 881 |_. ov 
PR abe ctu 644k s keen ok ae es 168 77 SON lenveesatual 
Aviation: i 
a ici ee tae 1, 758 6, 600 8, 306 |... soa 
Wa = ets 90012. "0o. ca 
a ce diana 4, 571 | 45, 063 49, 634 | __ 
Average strength, fiscal year 1958____ 4, 404 43, 350 47, 754 iid 
Nondrill pay status: | 
Begin strength, fiscal year 1958_..____| 24, 764 198, 706 28, 4% |. .-....5.48 
End strength, fiscal year 1958: 
OT RII ste eit ik pap cna ema | 18, 838 198, 786 | ofA 
i iseccerecns uneekae tens | 7, 092 24, 262 | i. fl heme 
ae 25, 930 223, 048 tL | a é 
Average strength, fiscal year 1958___- 25, 283 211, 581 236, 864 |........ 
| IVB | Others | Aggregate 
2. Civilian personnel: 
(a) Field: 
Begin strength, fiscal year 1958_._.....-..-.-..- 4, 708 10, 678 | 15, 386 
End strength, fiscal year 1958 ___.._......__._-- 4, 769 | 10, 708 | 15, 477 
Average strength, ‘fiscal year’Q58 !_____________ 4,712 10, 667 15, 379 
(5) Departmental: 
Begin strength, fiscal year 1958_.__...........-- 1, 494 16 1, 510 
End strength, fiscal year 1958 _......_..._..__.. 1, 480 16 1, 496 
Average strength, fiscal year 1958.____......__-- 1, 480 16 1, 496 


1 Includes 491 man-years of employment funded by the Marine Corps but employed at activities not 
under Marine Corps management and excludes 1,160 man-years of employment at Marine Corps-managed 
activities that are funded by other governmental agencies. 


EFFECT OF REDUCTION IN RESERVE PROGRAM FUNDS 


Senator Cuavez. General, if you will turn to page 6 of your state- 
ment, the second paragraph, you state: 

For our Reserve program we are requesting funds to support the personnel 
costs of 323 Reserve units, both air and ground, with an average strength of 
47,754, and to provide training for Reserve Marines unable to join organized 
units. 

I notice that the reduction in the House was $300,000. 

General Pate. That is correct, sir. 
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Senator Cuavez. Does that affect that particular item? 

General Pars. It does to this extent: As I said in the latter part of 
my statement, sir, I am afraid we will have to turn away some young 
men who want to join our Organized Reserves. 

I feel certain that we will. This is the first year that we have been 
right up to the level. 

As you know, in the past years we have had trouble influencin 
these young men, but the program has improved tremendously, an 
we have all that we can use with the money that we have. With this 
reduction of $300,000 there are some that we could get next year 
which we won’t be able to. 


ORGANIZED RESERVES STRENGTH 


Senator ELLENDER. What is your Organized Reserve force level? 

General Pare. It is 47,000 presently. It will go, we want to go to 
50,000 in 1958. 

Senator ELLENDER. So that unless the $300,000 is made available 
you will remain at 47,000. 

General Parr. Yes, sir. 


PRIOR-YEAR APPROPRIATIONS TO INCREASE CORPS 


Senator ELLENDER. General Pate, what became of the additional 
$40 million plus appropriated by Congress for the Marine Corps for 
fiscal year 1956? 

General Pars. I do not know, sir. It was not apportioned to us. 
What the Defense Department did with it, I do not know, sir. 


FUNDS PLACED IN RESERVE 


Secretary Gates. I know, sir. The money was put in reserve by 
the Secretary of Defense and all except $3,690,000 of it expired. 

Senator ELLeNpER. Has it been returned to the Treasury? 

Secretary Gates. All except $3,690,000 is scheduled for withdrawal 
from the Defense Department by the Treasury, in accordance with 
existing law. 

Senator ELLENDER. Therefore, it was not used? 

Secretary Gates. Yes, sir. 

Senator CHavez. They did want to use it for another purpose out- 
side of the Marines, but Congress objected? 

Secretary Gates. That, I think, is right. 

Senator Symineron. What money is being referred to? 

Senator CHAvez. Over $40 million that was made available by the 
Congress for the Marine Corps. The higher echelon at the Pentagon 
would not let the Marine Corps use it. They wanted to use it for 
another purpose, and Congress objected. According to the Secretary, 
the money has been returned to the Treasury. 

Senator Symineton. The $40 million was to maintain the Marines 
at a level which the Congress thought was right as against what the 
administration thought was right? 

Senator CHAvez. It was to get the Marines from 193,000 to 215,000. 

Senator ELLENDER. The money was there, but you did not see fit to 
increase it; is that it? 

— Pater. The Secretary of Defense did not authorize the 
unds, 
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Senator ELLenpER. That was the situation. Would it hurt the 
Neerne Gone, if the Senate did not restore the $4.6 million requested 
y you? 
eneral Parr. Yes, sir; it will hurt our fighting potential. It will 
have to come from our fighting troops, because the rest of the overhead 
is just as lean as we can possibly make it right now. So, it means 
3,000 people fewer in the operating forces. On the other hand, 
Senator, if we have to take this reduction of $4.6 million, I would 
prefer to take it that way, because otherwise it would have to come 
out of schooling. In other words, if we take it out of the other funds 
that we use this particular fund for, this appropriation, it would cut 
down on sending the boys to school in the educational programs and 
military programs. So, I would much rather do it this way. 


WORLD SITUATION AND MARINE CORPS STRENGTH 


Senator ELLENpDER. You believe the world situation warrants the 
amount of men you presently have. 

General Pate. Yes, sir; I definitely do. 

Senator ELLENDER. That is all the questions I have, Mr. Chairman. 

Senator Cuavez. General, let me ask you one more question here. 


USE OF UNOBLIGATED BALANCES 


Turning to page 11, your remark is that you predicate acceptance of 
the House committee reduction on Marine Corps procurement on the 
authorization to redistribute carryover unobligated balances. Do 
you have the authority? 

General Pats. No, sir; we do not. We will have to come to Con- 
gress for that authority. If I understood you correctly, Senator, we 
do not. I may have misunderstood you. If it is within the same 
appropriation, I think we can do that. 

Senator Cuavez. Well, on page 11, you predicate acceptance of the 
reduction made by the House committee in Marine Corps procure- 
ment on the authorization to redistribute carryover unobligated funds. 

General Pare. I am informed by the experts that we do have the 
authority. 


TRAINING OF MARINE AIR FORCE ELEMENTS 


Senator ELLtenper. General Pate, in your training of the Air 
mes elements in the Marines, is that done under the Marines or the 

avy? 

7 Pate. A combination of the two, sir. Our young men 
learn to fly under the Navy at Pensacola. When they leave there, 
they go with our own operating forces and additional training is 
conducted by the Marines. 

Senator ELLeNpeR. Are all materials necessary for that purpose 
furnished through the Navy? 

General Parr. That is correct. 

Senator ELLENpDER. It is not included in your budget? 


General Pats. No, sir; it is carried in the budget for the Bureau of 
Aeronautics. 
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PROPOSED MOJAVE DESERT AIRFIELD 


Senator ELLENDER. We had before the committee some time ago 
a request to build a new airfield in the Mojave Desert. Are you 
familiar with that? 

General Parr. Yes, sir; just in general terms. That is more of the 
Navy business. They procure and build. 

Senator ELLENpER. But it will be occupied by you? 

General Parr. That is right, sir. 

Senator ELttenper. Are there any plans to further develop that 
airfield? 

— Pater. I can assure you there are. We want to go ahead 
with it. 

Senator ELLenprER. I know you do, but, in your opinion, is it 
necessary? 

General Parr. I am sure it is. 

Senator ELLENDER. Can you tell us, Mr. Secretary? 

Secretary Gates. I can’t, Senator. It will be in the public-works 
bill which will come up separately if it isin there. I can’t tell you 
exactly the status of it. I could provide it for you. 

(The information referred to follows:) 

The fiscal year 1957 military construction program contained authorization for 
$12,556,000 for the Marine Corps Air Station, Mojave, Calif. A second incre- 
ment of $7,080,000 is included in the fiscal year 1958 authorization request. The 
requirements for the complete development of this station are time-phased, and 
additional increments will be included in future authorization requests. 

Senator ELLENDER. The Navy made a reprograming request for 
transfer of funds to extend this facility a few months ago. This com- 
mittee took no action at that time. It is my hope, Mr. Secretary, 
that you will endeavor to save the Government some money by 
acquiring the land in this area at a price less than the $150 an acre 
stated in the reprograming request. This price would appear to be 
an exorbitant amount to pay for desert land. 

Secretary Gates. It comes in a separate bill to this committee, 
Senator. 


AIRPLANES USED BY MARINES 


Senator ELLENDER. Does the Navy supply the Marine Corps with 
the identical planes used by the Navy? 

General Parr. Identical. 

Senator ELLENpDER. And whether a person is in the Marines or in 
the Navy he gets about the same training? 

General Pats. Exactly the same training. 

Senator ELLENpDeER. As to the handling of these planes? 

General Pater. Yes, sir. 

Senator ELLtenper. Are the same airfields used? 

General Parr. Frequently; yes, sir. 

Senator ELLENDER. Why should you have a separate airfield for 
the Marine Corps in the Mojave Desert? 

General Parr. Because it is needed whether it is Marine or Navy. 

Senator ELLeENpDER. Why could you not use airfields that are now 
in use by the Navy? 

General Pater. herent only so many planes can be used in any 
given field, Senator, and they are saturated, you can’t put any more 
in them. It is just that simple. 
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Senator ELLENpDER. To what extent will a facility of this kind be 
used by the Navy? 

General Parr. There would not be any reason for Navy to use it if 
they have enough training areas in other places. 

I am sure they would come there and train some as time went on. 


SUFFICIENCY OF TRAINING FACILITIES 


Senator ELLENDER. Where are you training now? Do you have 
sufficient training facilities? 

General Pater. No, sir. 

Senator ELLENDER. What about El Toro? 

General Parr. El Toro is as crowded as it can be. 

Senator ELLENDER. What about Camp Pendleton? 
a Parr. That is even worse. That is just a satellite field 
there. 

Senator ELLENDER. That is all, Mr. Chairman. 

Senator SauronsraLL. Mr. Chairman, may I apologize for coming 
in late, but I could not avoid it. I would like to ask two questions, 
General Pate. 


RECLAMA ON MILITARY PERSONNEL FUNDS 


As I understand it, to use Mr. Gates’ ‘‘reclama,’’ you are ‘“‘reclama- 
ing’’ $4,600,000 on military personnel. 

Seneral Pare. That is right. 

Senator SALTronsTaLL. Otherwise, you would be cut 3,000 marines? 

General Pare. Yes. 

Senator SaLronsTaLL. The beginning level and the end level is 
contemplated at 200,000 men? 

General Parr. That is correct. 

Senator SaALronsTALL. You are not ‘reclama-ing’’ Marine Corps 


procurement of $80 million. You are not “reclama-ing’”’ $300,000 for 
Reserve components? 


General Parr. That is right. 

Senator SALTONSTALL. You are reclama-ing $6,200,000 of Marine 
Corps troops and facilities? 

General Pats. That is right. 

Senator SALTONSTALL. That is for construction? 

General Pate. Yes; for maintenance of construction and _ for 
operations. 

Senator SALTONSTALL. Let me ask you this one question: 


VERTICAL ENVELOPMENT METHOD OF ATTACK 


On that $80 million for procurement which you are not reclama-ing, 
the Marines are working on—I learned at Quantico where I was a 


couple of weeks ago—this vertical envelopment as a new method of 
attack. 


General Pate. Right, sir. 

Senator SALTONSTALL. If you give up all that $80 million of pro- 
curement are you holding up or delaying in any way this program of 
vertical envelopment? 

General Pate. We don’t think so, sir. 

As a matter of fact, we are not proposing to give it away. We are 
proposing to delay it some. The reason we are not making reclama 
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at this moment is that the equipment is not available during this fiscal 
year. 
Senator SALTONSTALL. You have enough money to plan for it? 
General Parr. We can go ahead with the programs as they exist 
and which can be implemented in this coming fiscal year. 


PLANS IN EVENT OF WAR 


Senator SaALTonsTALL. If war should break out in this coming year, 
you would go at it the same way as you went at it in World War II? 
General Pare. Yes, sir. 


RESERVE PERSONNEL REDUCTION 


Senator Cuavez. General, I am still worried about the $300,000 
rejection on Reserve personnel made by the House. 

General Pats. I am, too, Senator. 

Senator Cuavez. You believe in the Reserve? 

General Pars. Yes, sir. I am one of the strongest advocates and 
I could make the same speech that Admiral Burke made yesterday. 

I concur fully with everything he said about our reserves. My 
personal opinion is that the Marines and Navy have the finest Reserve 
forces in the country. 

Senator Cuavez. Are you not reclama-ing that item? 

General Parr. I hope you put it back. I can’t reclama it, to be 
perfectly honest with you. I hope you put the Navy funds back, 
too, sir. 

Senator CHAveEz. Senator Young. 

Senator Youne. Will the reduction in appropriation affect the pro- 
curement of any new equipment? 

General Parr. No, sir; we will be all right on that. 

Senator Youne. On developing new equipment? 

General Par. Yes, sir; we are perfectly happy. If we weren’t, 
we would tell you so. 

Senator SALTONSTALL. That is a quality of the Marines, is it not? 

General Pare. | hope it is. 

Senator Youne. That is all. 

Senator SatronstaLL. May I ask Admiral Burke one more ques- 
tion? 

Senator Cuavez. Yes. 

Senator SALToNSTALL. It is a question that Senator Bridges, who 
had to go to a conference, had in-mind to ask. I will ask it for him. 


SUGGESTIONS AS TO PENTAGON METHODS 


Admiral, have you any suggestions as to improved methods of 
planning and carrying out functions in the headquarters in the 
Pentagon? 

Admiral Burke. Yes, sir. There is some waste, there is some dup- 
lication in an organization as big as the Department of Defense; there 
is bound to be some. We are eliminating some of this all the time in 
all the services, by various directives. 

We also need primarily better understanding of the functioning. 
It is a tremendous organization. It is very difficult for any single 
individual to understand fully all the ramifications, all the details of 
the parts of the organization. 
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This understanding is coming slowly. What we need, I think, 
more than anything else, and I think it is coming, is a mutual confi- 
dence, a mutual support, a mutual understanding of all the problems 
which confront us. That, I feel, is coming. 

The point of this is that I think that our present organization is 
essentially sound, but I do think that it can be improved and will be 
improved. I think the biggest way to improve it is to try to under- 
stand the problems in all their ramifications which come up through 
the organization. 

Senator SauronstTaLut. And each department is making an effort 
to do that? 

_ Admiral Burke. Yes, sir; I am sure they are. And it is improving, 
sir. 

Senator SautronstTauu. I have no further questions. 

Senator Cuavez. Senator Dworshak? 

Senator DworsHak. I have just one or two questions, Mr. Chair- 
man. 


MARINE CORPS MORALE 


General, what is the esprit de corps and morale of the Marine 
Corps now? You had quite a little unfavorable publicity in the 
past year or two. 

I am wondering if there have been any permanent ill effects. 

General Parr. I don’t think there have. In fact, in my travels 
and I have in the past year visited every unit in the Marine Corps 
and talked with the enlisted men, not just the officers—I talk with 
the enlisted men and noncoms—their personal appearances and atti- 
tudes and morale in my opinion are the highest they have ever been 
in the Marine Corps, sir. 

There may be an individual or two disgruntled. We have 1 percent 
like anybody else has. 

Senator DworsHak. If you have only one or two individuals 
disgruntled, you must have a good outfit. You are doing everything 
you can to make the Marine Corps attractive and upholding the 
ideals and standards of combat readiness and training that you have 
had in the past. 

General Pats. That is correct, sir. 

Senator Cuavez. Thank you, General. 

Senator Symington? 

CORDINER REPORT 


Senator Symrneton. General Pate, what do you think of the 
Cordiner report? 

General Pats. I am very much in favor of it, sir. 

Senator Symineton. Without reservation? 

General Pate. Without reservation. 

Senator Symrneton. Thank you for that frank answer. 

When I questioned this $40 million, I was asking for clarification 
because that was my amendment, put in with the premise that it was 
unfortunate to be drafting people at the same time we were laying off 
volunteers. 

General Pats. I remember that, sir, very well. 

Senator Syminecton. The decision was made to cut heavily the 


Marine Corps, and the money was appropriated in the amendment to 
prevent that being done. 
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But I see it was done anyway, so apparently there was a difference 
of opinion. 

Do you know what the $40 million was going to be used for instead 
of what the Congress requested? 

General Parr. By the Defense Department? 

Senator Symineron. Yes. 

General Pars. I do not. 

Senator Symineton. Do you, General Moore? 


LAPSE OF IMPOUNDED FUNDS 


General Moors. No, sir. It was impounded and $31 million in the 
appropriation, ‘Military personnel,” Marine Corps was placed in 
reserve, and together with another $20,963,000 reverted to the Treas- 
ury. That is $31,853,000 out of the total $41,148,000. 

There was more than one appropriation involved. 

Senator Cuavez. Tell us first about the $40 million. 

General Moore. $5,605,000 was in the Marine Corps troops and 
facilities account. That is a l-year appropriation. It was im- 
pounded and has lapsed. 

There was, of the total $41 million, which makes the total together 
with those I have already mentioned, $3,690,000 in Marine Corps 
procurement. Since that is a no-year account, that was merged with 
the balances that have been reported every year since. The use of 
these funds has been presented to the Congress in our reprograming 
statements that are furnished the committee. 

Senator Symincton. That money has now been given back to the 
Treasury? 


General Moors. Thirty-seven plus million dollars of the $41 million 
has. 


Senator Symineton. How much is being cut of the Marine Corps 
this year by the House? 

General Parr. On personnel, sir? 

Senator SymineTon. Yes. 

General Parr. $4.6 million. 

Senator Symineton. How much all told, General? 

General Pars. You mean in all appropriations? 

Senator SymrineTon. Yes. 

General Parr. About $110 million. 

Senator Symincton. Do you have that broken down so that you 
can put it in the record at this point as to how that is being done? 

General Parr. Yes, sir. 

(The information referred to follows:) 





| As — by 
Appropriation President's es 








ouse of | Amount of 
budget Represent- | reduction 
| atives 
Military personnel, Marine Corps. .........-.............-...- $634, 600, 000 | $630, 000, 000 | $4, 600, 000 
Reserve personnel, Marine Corps. .-_-...........--------------- 23, 500, 000 23, 200, 000 300, 000 
PIN CORE, OOUIIUIIIIIND 8 8 oo tices cect cneneigetnnces 1 100, 000, 000 20, 000, 000 80, 000, 006 
Marine Corps troops and facilities. .......................-.-.] 184,200,000 | 178, 000, 000 6, 200, 000 
iva ccncnihch iigendgensincightatns ed adelade 942, 300,000 | 851, 200, 2 91, 100, 000 
| 





1 This amount voluntarily reduced to $87,700,000 because of reduced requirements due to reorganization. 
of combat forces. 


2 In addition, $20 million was rescinded from the Marine Corps stock fund. 
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(The following information was subsequently submitted by the 
Department of Defense:) 


MARINE Corps STRENGTH AND APPROPRIATIONS, Fiscan YEAR 1956 


The President’s budget for fiscal year 1956 requested funds for a Marine Corps 
military personnel end strength of 193,000. The Congress, however, appropriated 
funds for an end strength of 215,000, 22,000 more than the President requested. 

The Secretary of Defense, as a result of this congressional action made a careful 
review of Marine Corps military personnel requirements. Sinee the Joint Chiefs 
of Staff were soon to begin consideration of the fiscal year 1957 forces and military 
strength, it was decided to hold the Marine Corps strength at the end fiscal year 
1955 figure, 205,000, pending the completion of this review and the President’s 
decision on fiscal year 1957 military personnel strengths. This interim action 
was taken with the view of adjusting the Marine Corps end fiscal year 1956 mili- 
tary personnel strength in consonance with the planned fiscal year 1957 strength 
so as to avoid any abrupt changes in strength levels. 

The President in his fiscal year 1957 budget peogoeed a Marine Corps end 
strength of 205,735, the same figure requested by the Marine Corps. In order to 
provide a stable personnel input and training load during the balance of fiscal year 
1956 and all of fiscal year 1957, the planned end fiscal year 1956 strength was set 
by the Marine Corps at 201,000, although the authorized strength remained at 
205,000. Actual Marine Corps strength as of June 30, 1956, totaled 200,780. 

A comparison of these various Marine Corps military personnel plans for fiscal 
year 1956 is as follows: 











Beginning End Man-year 
strength strength average 
‘aitaciaaaiiaeiiabiacantaliifiniiactcigapcieniaplinstinitailiiiniianuastiiaiaapiaaiaten —_——_|—-———_—_|—- eonkel 
President’s fiscal year 1956 budget _-...............-.----_---- 205, 000 193, 000 | 200, 154 
Fiscal year 1956 appropriation act______- ; 205, 000 | 215, 000 211, 000 
Presidént’s fiscal year 1957 budget. __....__._.__- Siro 205, 170 | 201, 000 | 202, 999 
RS Ry IS 205, 170 | 


ate tah 200, 735 





Attached is a summary of the amounts requested in the President’s budget, 
the amounts provided by the Congress and the amounts actually utilized during 
fiscal year 1956 for the 3 Marine Corps appropriations. 

Marine Corps appropriations, fiscal year 1956 


{Thousands of dollars] 





! 


Military |Marine Corps}; Marine 
,_ personnel, troops and Corps 
facilities procurement 





Marine Corps 


| 





A. ACTION ON BUDGET REQUEST 


President’s _—— eae a ape ee ad Seer Tata aoa | 618, 391 | 176, 000 286, 500 

















RT Br IN 6 855565 ch 50 S45 cb sab dbs - 05 4855. odds | —1, 953 | —3, 250 
Been eR. £0 bce. 0 A ods Tew a9 616, 438 172, 250 286, 500 
PRR WO PH NE nic nies nica cuonsse.. seaaaienenNlet mala +33, 806 +8, 855 +3, 690 
Provided by Congress. ...........-.....-..-------------| 650, 244 | 181, 605 | 290, 190 
Change from President’s request ____..._....-.....-------.-.-.-| +31, 853 | +5, 605 +3, 690 
RB. UNOBLIGATED BALANCES AS OF JUNE 30, 1956 Paes 
Unapportioned reserve__..-...-......-..-.-- Eicishde en oee | 36, 544 | 10, 214 109, 680 
Appertiones Gutuneblignted...- .~....5.42. «22. ~.--2..--.--..---] 16, 272 | 8, 431 199, 931 
pea aah - alex aunts 
EE eee Os tia a on 52, 816 | 18, 645 | 309, 611 


FLEET MARINE FORCES 


Senator Syminecton. Now, I ask some questions with respect to 
the Marine mission. For many reasons, some personal, I do not 
believe the Marines have a more loyal supporter in the Congress. 
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You say here “‘Fleet Marine forces.”” Are those forces tied to the 
fleet? 

General Pater. They come under operations and control of the com- 
mander of the fleet. They follow the fleet. 

Senator Symineton. What are they supposed to do? 

General Pate. Anything that the fleet commander requires them 
to do. 

Senator Symineton. So they are really part of the Navy, are they 
not? 

General Pate. At that time they are, sir. 


JOINT CHIEFS MEETINGS 


Senator Symineton. When I was in the Pentagon the Marines did 
not meet with the Joint Chiefs. I understand now they do meet with 
the Joint Chiefs; is that correct? 

General Parr. That is right. 

Senator Syminaton. That is only on business which affects the 
Marines; is that right? 

General Pare. That is right. 

Senator Symincton. Have there been any meetings in the last year 
you have not attended, of the Joint Chiefs? 

General Pater. I don’t recall any. Usually there is something on 
there that is of importance to us, so we attend. 

Senator Syminetron. But you do not recall any meetings of the 
Joint Chiefs that you did not attend? 

General Parr. I don’t think there has been one, that I or my rep- 
resentative have not attended. 


VOTING RIGHT 


Senator Symineton. Do you vote on the Joint Chiefs? 

General Pars. When there is anything concerning the Marine Corps, 
I do; yes, sir. 

Senator Symineron. Otherwise your position is the same as the 
Chairman. You have no vote? 

General Parr. That is right. 


ABSENCE OF AIRLIFT 


Senator Symincron. Now, as I understand it, although you are 
generally considered the elite of the ground forces of the United States 
you have no airlift; is that correct? 

General Parr. That is right. 

Senator Symineron. Do you think you need airlift, or do you prefer 
to remain as part of the fleet? 

General Pars. I prefer the arrangement the way it is, Senator. 

Senator Symineton. That is that wherever you move you move by 
ship? 

General Pats. Normally; yes, sir. 

As I said yesterday, if it was necessary to lift a large number of 
Marines in a hurry, I am sure the Air Force is thoroughly qualifie.! to 
do it. 

As a matter of fact, we have contingent plans in several areas of 
the world to do that. 
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Senator Symineron. But you do not make your statement based 
on knowledge of the amount of airlift? 


General Pats. I am tamiliar with how much they have; yes, sir. 
SUPPORT OF DIVISIONS BY AIRLIFT 


Senator Symineton. You say the Air Force is in a position to lift 
and properly support overseas several Marine divisions? 

General Parr. Not several Marine divisions. 

Senator Symincton. How many divisions? 

General Parr. I don’tknow. I doubt if they could support divisions 
for any length of time overseas by airlift anyhow. 

Senator Symrneron. If the Army position is the Air Force could 
not support a single division, which it is, under sworn testimony, and 
if their mission is to support the Army before they support you, then 
there would not be much left for you, would there? 

General Pars. I frankly say, Senator, it is going to be difficult at 
any time any place in the world to support any number of divisions 
by aircraft. 1 think that will have to be done for many, many years 
by ships. 

Senator Symineton. Did you listen to Viscount Haishan, former 
First Sea Lord of the Admiralty, on Meet the Press. 

General Pate. No. 

Senator Symineton. He defended the British part in the Suez 
fiasco on the ground their forces were 5 days’ sailing time out of 
Malta. Apparently that had something to do with it. They did not 
have adequate airlift. 

The Army and Marine Corps are both composed of ground troops. 
They both baaad and fight on the ground. I would like to see them as 
mobile as possible. That is my point. 

I was just wondering how you felt about that? 

General Parte. I feel definitely about that. That is the reason we 
want the helicopters. That increases mobility. 

Senator Symineton. I hope you get all you want. 


TRAINING ACTIVITIES 


Now, you mentioned training activities. You have about 20 per- 
cent of all your people in training. Is that normal? 
General Pate. Yes, sir. 
Senator Symineton. Of course, you have a lot of these people as 
trainers? 
General Patz. We count them in, too, sir. That is recruits and 
oung officers going to school, cadets at Pensacola, any school of any 
kind, plus the recruit programs. 


REASON FOR SUPPORT OF CORDINER REPORT 


Senator Syminerton. Is one of the reasons that you like the Cordiner 


report is that you think you would be able to put more trainers on 
active duty? 


General Pars. Yes, sir. 
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Senator Symineron. And not devote so much of the money that 
the Congress gives you to trainees? 

General Pare. I hope the Congress will see fit to make a law on 
that some day, Senator. 

Senator Symineton. Well, there is a bill in on it. I hope some- 
thing is passed to correct the unbelievable amount of waste incident 
to so many first-term enlistees after they get trained in the compli- 
cated technical aspects of defense, moving promptly after their first 
enlistment into industry, where they often work in companies which 
in effect supply the Government under cost-plus contracts, what in 
effect are cost-plus contracts. So the taxpayer pays the freight all 
the way through. 

General Parr. There is no doubt in my mind that this is the 
greatest waste in the military service today, sir. 

Senator Symrneron. I have no further questions, Mr. Chairman. 

Senator Cuavez. Thank you, Mr. Secretary, General Pate, and 
Admiral Burke. 


DEPARTMENT OF THE AIR FORCE 


BUDGET PRESENTATION 


STATEMENTS OF JAMES H. DOUGLAS, SECRETARY OF THE AIR 
FORCE; GEN. NATHAN F. TWINING, CHIEF OF STAFF, USAF; 
LT. GEN. M. J. ASENSIO, DEPUTY CHIEF OF STAFF, COMP- 
TROLLER; MAJ. GEN. FRANK A. BOGART, DIRECTOR OF BUDGET, 
DEPUTY CHIEF OF STAFF, COMPTROLLER; AND MAJ. GEN. 
DANIEL F. CALLAHAN, ASSISTANT FOR PROGRAMING, DEPUTY 
CHIEF OF STAFF, OPERATIONS 


HOUSE REDUCTION 


Senator CHAavez. We are now prepared to hear the testimony of 
the Secretary of the Air Force and the Air Force Chief of Staff. 

The 1958 budget estimate for the Department of the Air Force is 
$16,471 million. The House recommended $15,801,720,000 in its 
bill. This is a decrease of $669,280,000 from the 1958 budget estimate 
and it is $675,905,000 less than was appropriated in 1957. 

You may proceed with your testimony, Mr. Secretary. 


PRIMARY TASK OF THE AIR FORCE 


Secretary Dovetas. Mr. Chairman and members of the com- 
mittee: 

It is a pleasure for me to appear before this committee for the first 
time as Secretary of the Air Force, in support of the Air Force budget 
estimates for fiscal year 1958. 

The primary task of the Air Force is to provide the principal deter- 
rent to air-atomic war, and to have the capability, if the deterrent 
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fails, to react instantly and decisively against any aggressor, wherever 
necessary. 

Significant events of the year which have passed since we were last 
before this committee have reflected the instability, and dangers, of 
Soviet dominance over its satellites. 

These events and the potentially explosive situations elsewhere, 
notably in the Middle East, have strengthened our conviction that 
we must not only continue to maintain the deterrent strength which 
we now have, but also continue to improve its quality and effective- 
ness. 

This we propose to do. This is the foundation of our fiscal year 
1958 estimates. 

ESTIMATES FOR FISCAL YEAR 1958 


Our request for fiscal year 1958 tota!s $17.624 billion in new#obli- 
gating authority. This includes the military construction appropria- 
tion, which is not yet before you for consideration. 

The $17.624 billion total is $122 million less than the total referred 
to in our discussions with the House Committee on Appropriations, 
due to a downward adjustment of that amount in the military construc- 
tion request. 

Enactment of Air Force appropriations as requested will permit the 
Air Force to achieve its objectives for fiscal year 1958. This will 
require the most prudent management of our resources in money, 
manpower, and materiel, but we are confident of our capability with 
the funds requested to maintain the airpower position required for the 
Air Force mission. 


METHOD OF APPRAISAL OF AIR FORCE 


One should not attempt to measure the Air Force which this budget 
will provide solely in terms of the dollars which are required to provide 
it, nor by the numbers of units or aircraft which it will have. 

Its appraisal must take into consideration all of the components 
which comprise modern air/atomic striking power, as well as con- 
tributions of other United States Armed Forces and the contributions 
of our allies. 

Among the things to be considered are: 

1. Training and experience of personnel; 

2. Availability of modern weapon systems and supporting systems, 
such as communications and electronics; 

3. Adequacy of supplies and equipment; 

4. Proper deployment and dispersal of units and materiel in accord- 
ance with their planned employment; 

5. Adequacy of provisions for day-to-day operations and mainte- 
nance; 

6. Continuity and aggressiveness of the program for research and 
development; and 

7. Those other less tangible, but no less important factors, such 
as motivation, morale, and esprit de corps. 

It is in terms of these several components of our airpower that I 
would like to discuss, generally, where we are and where we are 
heading in the budget year. 
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In subsequent presentations our current and projected positions, 
together with the requirements associated with those positions, will 
be developed more fully and related in detail to our dollar estimates. 


SIZE AND STRUCTURE OF THE AIR FORCE 


At the end of fiscal year 1957 we will have 137 wings, but not in the 
same composition as was presented last year. One strategic fighter 
wing has been replaced by a light strategic reconnaissance wing and 
five fighter-type wings previously scheduled for completion in fiscal 
year 1957 have not been added to the force. 

On the other hand, 4 troop-carrier assault wings, previously carried 
as part of the flying support forces, will now be Me air as a part of 
the major combat forces for the first time, and 1 Matador-equipped 
tactical missile wing, not previously counted in the major combat 
forces until fiscal year 1958, is now so classified for fiscal year 1957. 

Therefore, while we will have a total of 137 wings on board, 6 of 
these will differ from what was planned a year ago, and 131 will be 
unchanged. 

REDUCTION TO 128 WINGS 


During fiscal year 1958 we propose to reduce the force further, to 
128 wings. This will be done by dropping 5 strategic fighter wings, 
1 tactical bomb wing, and 3 fighter bomb wings. 

These changes stem from a thorough review of the tasks to be per- 
formed and the means at our disposal with which to perform them. 

Dropping the strategic fighter wings in this time period does not 
affect materially the capability of our strategic forces. As the B—52’s 
replace the B-36’s, the strategic fighters are to be eliminated in favor 
of higher priority forces. 
























SUPERSONIC AIRCRAFT 











The number of wings in our tactical forces will be decreased, partly 
because of the greater firepower and mobility of each wing and partly 
because the Army’s tactical missile program will result in a reduction 
in its requirements for close support by fighter-bombers. Further, 
we are replacing subsonic aircraft with supersonic aircraft. 

Another factor in the decreased number of tactical wings is the fact 
that our allies have increased their forces and capabilities in the 
tactical field. 

Our air-defense wings will remain unchanged in number, 32 wings, 
in fiscal year 1958. The air-defense interceptor forces now include 
operational units of F-—102’s, and there will be further continuous 
modernization through conversion of units to advanced aircraft. 

In the unmanned or missile element, important progress is being 
made. The production Bomarc is now being flown in test and the 
program is on schedule. 

We believe that our programed airlift forces, which include the 
air-transport squadrons of the Military Air Transport Service, our 
troop-carrier units, and aircraft of the civil reserve air fleet, can meet 
our essential wartime airlift requirements. 
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MANPOWER CEILINGS 


. Manpower ceilings have been lowered under our new program. 
While this is consistent, to a degree, with the reduction in wings and 
changes in force composition, there must be borne in mind other 
factors, such as activation of many new bases and sites, bigger B-52 
squadrons, and a large number of tanker squadrons. These develop- 
ments will make it difficult to ive within the manpower program. 

In place of the previously planned 967,000 military on board by end 
fiscal year 1958, we now program a level of 925,000. On the civilian 
side we plan a goal of 341,000 direct-hire civilians, in contrast with a 
previously planned goal of 333,000. In the aggregate, the new ceil- 
ings represent a reduction of 34,000 spaces below our last previous 
schedule for fiscal year 1958. 

These manpower ceilings are tight, and will present management 
difficulties, but none, we believe, that will be insurmountable or will 
seriously impair our overall effectiveness, provided we can increase 
the retention rate of our technically trained personnel, both officers 
and airmen. 

The requirement for quality in the force is pointed up and intensi- 
fied further by these reduced ceilings. We cannot afford the ineffi- 
ciency and the expense in time, money, and manpower which are 
occasioned by low rates of retention of people in whose training we 
have made substantial investments. 

Significant improvement in our overall retention rate has already 
been experienced, as a result of career-incentive legislation enacted 
by the Congress in recent years, and steps the Air Force bas been 
able to take. 


PROBLEM OF RETENTION OF TECHNICIANS 


Our current problem is the differential in retention among the 
various airman skills. Experienced, technically qualified men are 
still leaving the Air Force in what we regard as excessive numbers. 

The Department of Defense has been studying this problem for 
some time, as has the Air Force. The Cordiner Committee report 
points the road to a compensation plan to pay for ability rather 
than longevity. The Air Force anticipates some benefits stemming 
from these recommendations in the near future. 


AIRCRAFT PRODUCTION 


Turning now to the subject of production, I would like to discuss, 
first, the strategic bomber. 

As you know, a decision was announced some weeks ago that the 
production of B—52’s, our long-range, heavy bombers, would be kept 
at 15 per month instead of building up to 20 as had been planned. 
I would like to emphasize that this action does not effect any change in 
the total number of B-—52’s now planned for procurement. The 
present program still calls for 603 B-52’s. 

Staying at 15 per month means that the last deliveries will be 
some 5 months later than would have been the case at a rate of 20 
per month. This has the advantage of providing the Air Force with 
a greater proportion of an improved longer range version of the B-52, 
while not long postponing the completion of the present B—52 program. 
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In the medium bomber field, we are currently flight testing the 
B-58, our first supersonic bomber. Thus far the B—-58 looks most 

romising, but any decision as to a production program must await 
urther and complete evaluation, and may be affected by other air- 
craft and weapons developments. 

As to the KC-—135 jet tankers, we are building up production to a 
rate of 15 per month. This rate can meet increased requirements 
resulting from B-—58 production, or from an increase in the B-52 
program. 

On the subject of fighters, we have made substantial progress in 
the last year in equipping our tactical units with the new Century 
series fighters. The F-100 airplane which has been in quantity 
production for some time, has completely replaced older aircraft in 
the day-fighter units and is rapidly replacing the older aircraft in our 
fighter-bomber inventory. 

The F-102 supersonic interceptor has now reached full production 
and is replacing a substantial part of subsonic aircraft in our air 
defense units as planned. 

Last year, we stated that we were accelerating certain of our fighter 

rograms. This we have done with respect to the F-—102 series. 
mes of major configuration changes, consisting of new engines and 
fire control systems, the F—102B has been redesignated the F—106. 

Single, as well as dual-place interceptor fighter versions, are being 
procured in order to equip our squadrons. The F—101 and the F-104 
have both required the solution of more engineering problems than 
we anticipated. We felt it prudent, therefore, not to accelerate to 
the degree originally contemplated, in order to incorporate engineering 
fixes on a greater number of production aircraft. 

This is economical of both time and money in that it minimizes 
costly retrofit programs. 

The F—105 is in flight test status, and the results of those tests thus 
far appear to be satisfactory. 


AIR FORCE MISSILE DEVELOPMENT PROGRAMS 


The Air Force ballistic missile development programs are aimed at 
securing an operational capability as early as possible. Flight testing 
is now underway. 

With respect to our tactical missiles, one wing equipped with the 
Matador is located in Europe and is now operational. 

The Air Force-developed Falcon and the Navy-developed Side- 
winder series of guided aircraft rockets are in quantity production 
with planned increases provided for in the 1958 budget. 

As a result of the clarification of roles and missions announced by 
the Secretary of Defense last fall, the Talos missile, currently a 
responsibility of the Air Force, will be transferred to the Army, 
effective July 1, 1957, since the Army has been assigned responsibility 
for development, procurement, and manning of land-based surface- 
to-air missile systems for point defense. 

The Air Force was assigned similar responsibilities with respect to 
land-based surface-to-air missile systems for area defense. The missile 
system in this category is the Bomarc and its development, as stated 
previously, is proceeding very satisfactorily. 
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RESEARCH AND DEVELOPMENT 


For the current fiscal year, 1957, we requested $610 million for 
research and development and the Congress appropriated $710 million. 
The additional amount has been programed for implementation of 
various priority projects to be accomplished during fiscal years 1957 
and 1958. 

The $661 million requested for fiscal year 1958 will provide, basic- 
ally, for the same level of technical programing which has been 
established in prior years, with additional amounts required for the 
ballistic missile program and for normal increises in the operations 
and management program of this appropriation. 


COMMUNICATIONS——ELECTRONICS 


We are pushing the development and testing of the SAGE system 
as well as improved radars which are the principal data-gathering 
sources of the overall system. 

The building of the SAGE system for continental United States is 
progressing on essentially the same schedule that was presented last 
year. We are experiencing some difficulty at present regarding con- 
struction authorizations, but hope to resolve this problem at an early 
date. 

The DEW line has been under construction for several years. The 
main portion of the line is now nearing completion and will become 
operational on schedule. 

Eastern and western extensions are programed and the western 
extension is funded. Part of the eastern extension is in the 1958 re- 
quest for authorizations. This system is designed to provide warning 
time against surprise attack, which is vital to the timely launching of 
our retaliatory and air defense forces. 

Communications and electronics equipment will continue to ac- 
count for a significant part of the Air Force budget. 

All of our first-line weapon systems place ever-increasing reliance 
on electronics, and our communications-electronics environment, both 
on the ground and in the air, becomes increasingly more complex and 
expensive. 

MILITARY CONSTRUCTION 


Last year the committee was advised that expenditures for mili- 
tary construction would have to be maintained at a rate of at least 
$1 billion to $1.2 billion per year for some years to come. That pro- 
jection is still considered valid, in view of the high cost of facilities 
and of the existing deficiencies in our base structure. 

The bulk of the funds in our fiscal year 1958 request is for applica- 
tion to high priority operational requirements. These funds are 
essential if we are to provide necessary facilities for our strategic 
force, our air defense system, our missile systems, and important sup- 
port facilities. 

We are relying upon title VIII authority to meet substantially our 
full program for family housing. The project at Abilene is complete 
and a number of units have been completed at Eglin. In addition, 
over 10,000 units are under construction or ready for contract award, 
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In overseas areas considerable housing has been secured under the 
rental guaranty plan, but it appears that in the future the best means 
for providing housing will be in the surplus commodity program. 


MILITARY PERSONNEL 


As I mentioned earlier, and as we have advised this committee and 
others during the past few years, the most serious of our problems is 
that of retention of highly skilled technical personnel. 

The Congress has done much, through the enactment of appropriate 
legislation, to alleviate this problem. The Air Force itself has con- 
tinued to explore means within its power to attract and retain the 
skilled and experienced personnel we need. 

These efforts have resulted in increased reenlistment rates from the 
low experienced in 1955. The increase in the overall rate, gratifying 
though it is, tends to obscure the fact that we are still losing, in exces- 
sive numbers, the people in the skills so necessary to operate and 
maintain our modern weapons and equipment. 

These losses of highly skilled and expensively trained young officers 
and airmen not only downgrade our combat effectiveness, but also 
are responsible for tremendous costs in training that would be unnec- 
essary 1f we could hold more trained personnel. 

The Air Reserve Forces complete the balance of our forces available 
in the event of mobilization. The programs for the Air National 

yuard and the Air Force Reserve are still in the growth stage. We 
are endeavoring to provide for their development in logical increments, 
keeping personnel, equipment, and facilities in balance. 


AIR FORCE RESERVE 


In the past year there was a reevaluation of the Air Force Reserve 
position, and a screening from the program of those skills and units 
not required to meet current mobilization plans. 

During fiscal year 1958 2 tactical-bomber wings and 3 fighter- 
bomber wings will be converted to troop-carrier wings, in keeping 
with current mobilization plans. At end fiscal year 1958, the Reserve 
will have 18 troop-carrier and 6 fighter-bomber wings. 


AIR NATIONAL GUARD 


By the end of fiscal year 1958 the Air National Guard’s wings will 
consist of 25 air defense and 2 tactical wings. 

- In the coming fiscal year additional F-86D’s will be provided to the 
Air Guard. The introduction of this aircraft into Air Guard units 
was begun in the current fiscal year. By the end of fiscal year 1958, 
100 percent of Air Guard fighter wings will be fully equipped with jet 
aircraft, and F—80’s and earlier F—84’s w'll have been eliminated. | 

As in the case of the Air Force Reserve, increases in strength and in 
flying hours are provided tor in the budget before you. 
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OPERATION AND MAINTENANCE 


Turning to the “Operation and maintenance”’ appropriation, let me 
say that this is the appropriation which imparts to our other re- 
sources—materiel, personnel, and bases—the current operating capa- 
bility which is instant combat effectiveness. A deficiency here neces- 
sarily means a deficiency in the optimum utilization of other resources, 
and skimping in maintenance is expensive in the long run. 

In 1956 we were manifestly short of funds in this account. The 
Congress recognized this and approved a substantial increase in funds 
for the current year. Despite that action, however, we are again in 
difficulty in this account in the current year, due to new and unfore- 
seen requirements, and to the increased costs of maintenance associ- 
ated with new installations and equipment. 

We have found it necessary in this last quarter of fiscal year 1957 
to curtail activities of major commands even to authorizing a 30-per- 
cent reduction during a quarter in flying hours. 

We require again in fiscal year 1958 a substantially higher level of 
operation and maintenance funding. Still, our request is for an abso- 
lute minimum level of maintenance and makes no provision for the 
many unforeseen requirements from hurricanes to increases in civilian 
pay scales. 

EFFECT OF HOUSE COMMITTEE ACTION 


Before concluding my statement, I would like to point out to the 
committee, in general terms, the effects of actions taken by the House 
Committee on Appropriations on our estimates. 

The House committee has recommended decreases in our direct 
appropriation estimates totaling $669.3 million and has taken no 
action to increase our working capital funds to the extent of $162 
million, as was proposed in the President’s budget. 

While the reductions recommended for individual budget programs 
may not appear too significant in relation to the total program esti- 
mates, their cumulative effect, upon a budget which was presented on 
a severely austere basis to begin with, is substantial. 


AIRCRAFT PROCUREMENT REDUCTION 


The largest single reduction recommended by the House commit- 
tee was $354 million from our aircraft and related procurement esti- 
mate. Significantly, the report indicated the belief that the full 
program could be carried out, but with less in new obligational 
authority. 

It was and is our belief that if the program which we presented to 
the House committee, and will present to this committee, is to be 
carried out, the new obligational authority contained in the President’s 
budget must be made available. 


RECOUPMENT OF FUNDS 


No greater reliance upon recoupment of prior-year funds, over and 
above what we have already taken into account, is considered war- 
ranted. It is entirely possible that even the amount which we have 
estimated will not be realized, in which event the program would have 
to be reduced or recourse had to a supplemental estimate. 
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In our other major procurement account, ‘‘ Procurement other than 
aircraft,’’ the House Committee recommended a reduction of $100 mil- 
lion, or more than 8 percent of the estimate. 

I must point out that, even with appropriation of the full amount 
requested in the budget for this account, total program requirements 
would be somewhat underfinanced. This is because of our past 
experience of design and production delays. 

ortunately, from the availability standpoint, or unfortunately, 
from the financing standpoint, our current experience in this respect 
is that of steady improvement in procurability of equipment. 

We must maintain the balance between weapons systems and their 
support equipment, which this appropriation provides. To do so, 
we require the full amount of the request. 


OPERATION AND MAINTENANCE 


The House Appropriations Committee recommended a reduction 
of $162.9 million in the appropriation for operation and maintenance. 
Almost one-half of the total reduction was related to a proposed 
reduction in flying hours. 

I am much disturbed by this recommended decrease since it is the 
operation and maintenance appropriation that supports the day-to- 
day combat capability of the Air Force. It is true that the amount 
remaining after application of the recommended reduction would be 
greater than the amount appropriated for either fiscal year 1956 or 
fiscal year 1957. 

It is equally true, however, that those years do not provide a valid 
basis for comparison of our fiscal year 1958 requirements. The 
level of funding in 1956 was seriously deficient. Although the 
amount available in 1957 was greater than for 1956, the growth in 
requirements made our relative position even worse, with the result 
that reductions and deferrals of vital programs were necessary in 
order to live within available funds. 

Even before knowledge of the House committee recommendation, 
we were concerned as to the sufficiency of the amount provided in our 
estimate for 1958 to support the 1958 program in addition to covering 
requirements deferred from preceding years. 

It is clear to us that the proposed reduction goes beyond the pur- 
poses stated by the committee and will inevitably result in a reduction 
of Air Force combat capability. 


FLYING HOUR PROGRAM 


As an illustration, let me mention the flying-hour program which 
the House committee proposed to reduce by some 500,000 hours, 
for the purpose of eliminating flying which is considered unessential. 
In preparing its estimate for fiscal year 1958, the Air Force initially 
developed a flying-hour program that reflected the professional judg- 
ment of responsible commanders as to minimum tra aing requirements. 
This program was then discounted on the basis of maintenance and 
other factors affecting our capability to fly the number of hours 
considered necessary, and it was the program as discounted that was 
presented in the Air Force budget estimate. 

The magnitude of the proposed dollar reduction is such that a 
substantial portion would necessarily be applied to combat unit 
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training, thereby aggravating training deficiencies already existing 
by reason of fiscal year 1957 fund shortages. We consider this a 
matter of grave concern. 








MILITARY PERSONNEL FUNDS 


Our request for military personnel was reduced by $38.4 million, 
or 1 percent of the estimate. Here particularly, the degree of reduc- 
tion is deceptive. Our estimate in this account is, for the most part, 
based upon approved force levels priced out at statutory rates. 
Flexibility in this account is virtually nonexistent, as is illustrated 
by the fact that, because we had to apply $28.1 million of our current 
year funds—with congressional approval—to pay past year costs, it 
became necessary to seek a $30.3 million supplemental, which has 
passed the House and is pending in the Senate. 























RESEARCH AND DEVELOPMENT 


A reduction of $12 million in research and development funds was 
recommended by the House committee. Since the operation and 
management portion of this appropriation estimate represents costs of 
operating test centers and other installations, reduction would largely 
be in the technical research and development effort, which we regarded 
as at an absolute minimum in the President’s budget. 


RESERVE PERSONNEL 





The final appropriation reduction recommended by the House com. 
mittee was one of $2 million in the Reserve personnel account, based 
upon our obligation experience in the current year and the belief that 
we would be unable to attain our announced objectives in the budget 
year. 

If, as the House committee believes, we do not attain our objec- 
tives, $2 million difference will not be a loss to the taxpayer, since 
funds not used in this account revert to the Treasury. We urge its 
replacement. 

. WORKING 



















CAPITAL FUNDS 





With regard to working capital funds, the House committee took no 
action relative to the proposed transfers to provide a total of $162 
million for the stock and industrial funds to permit expansion of their 
operations during fiscal year 1958. 

The committee suggested that these amounts should be obtained by 
direct appropriation rather than by transfer. The question of action 
to be requested in this regard is being discussed with the Office of the 
Secretary of Defense. 

UNOBLIGATED BALANCES 





In connection with our no-year accounts, the House committee 
report expressed concern over the large unexpended and unobligated 
balances which are carried forward from year to year, even though it 
pointed out that such balances have been decreasing in recent years. 

This subject will be treated fully, in our detailed presentations, by 
General Bogart. 

At this point, I will merely remind the committee that these amounts 
do not represent cash in the Treasury which we can withdraw and 
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spend at will. They are book balances which are either already obli- 
gated, or are held for programed procurement or services which have 
received Executive and legislative sanction. 


- 





CONCLUSION 


In my judgment our budget for fiscal year 1958 requests a minimum 
of funds to carry out our fiscal year 1958 Air Force program. That 
program will increase our air/atomic striking capability and our air 
defense effectiveness. 

Although it is an austere budget, it will provide, with careful man- 
agement, for combinations of delivery systems which will comprise 
the greatest air striking power the Air Force has ever had. It will 
give the Air Force the capability to perform its mission if called upon 
in any emergency. 

PROFICIENCY FLYING 


Senator Cuavez. Mr. Secretary, the Chairman has received many 
complaints about the flying time alloted to airmen. They say when 
the pheasant shooting is good in South Dakota there is a lot of flying 
from the Pentagon. 

When a football game is played at Pasadena, there is a lot of flying 
time. 

Can you, or will you supply for the record the estimated amount of 
flight pay per annum received by personnel assigned to work in the 
Pentagon? 

Secretary Douatas. I will be glad to, sir. 

I might make one comment, Mr. Chairman. Perhaps the Chief of 
Staff can fill in the details. 





IN VICINITY OF MAJOR SPORTS EVENTS 





TRAINING 


There is an Air Force regulation which prohibits administrative or 
combat readiness training flights in the vicinity of major sport events. 
Senator CHavez. How long has that order been in effect? 
Secretary Doua.ias. Over 2 years. I don’t know beyond that. I 


have not heard criticism in the last couple of years of an assembly of 
Air Force aircraft making it possible for those flying the aircraft to 
attend a major sporting event. 

Senator CHavez. What about pheasant shooting? 

Secretary Doucuias. That same Air Force regulation prohibits any 
type of flights which would have a connotation of personal convenience 
or recreation. 


FLIGHT PAY OF PENTAGON PERSONNEL 


Senator Cuavez. I wish you would give us that information as to 
the flight pay per annum received by personnel assigned to work in 
the Pentagon? 

Secretary Dovatas. Right. 
Senator Symineton. Would the Chair yield? 
Senator CHavez. Yes. 
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Senator Symrneton. Would the Chair not want to include the flight 
pay for all services located in the Pentagon, as well as the Air Foree. 

Senator Cuavez. Of course, I was only dealing now with the Air 
Force, but I would include the other services, too. 

Senator Symineton. Thank you, Mr. Chairman. 

(The information referred to follows:) 


Annual cost of flight pay paid to personnel assigned to the Pentagon 
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CURTAILMENT OF PROFICIENCY FLYING 


Senator CHavez. Now, with reference to your request for restora- 
tion of the $169.2 million reduction in the operation and maintenance 
appropriation made by the House, your main discussion has centered 
around the proficiency flying which would be curtailed. 

In this regard, would you tell the committee the number of hours 
logged in proficiency flying during the most recent 12-month period 
ant a breakdown of this flying between jet-engine flying and propeller- 
driven flying? 

Would you also give us your opinion as to the value of using pro- 
peller-driven aircraft in logging proficiency time in view of the ever- 
increasing numbers of jet aircraft coming into your inventory? 

Secretary Dovatas. I will be glad to supply that information. 

(The information requested follows:) 


1. During the period last half fiscal year 1956 and first half fiscal year 1957, a 
total of 494,714 hours were flown for proficiency purposes. Of these 111,354 
oo flown in jet aircraft and 383,360 hours were flown in propeller-driven 
aircraft. 

2. The Air Force realizes that the introduction of a greater proportion of jet 
aircraft into the proficiency flying program is desirable. Until this can be accom- 
plished it is necessary to make the most of the propeller-driven aircraft which are 
available. The Air Force considers that the differences between flying in jet 
versus flying in propeller-driven aircraft are outweighed by the benefits derived 
from the attendant similarities. There are many more similarities than there are 
differences. For instance, communication procedures, flight rules and airway 
procedures, basic navigation, weather judgment and instrument flying skills are 
essentially the same. In addition, it is well known among pilots that the jet 
engine is less complicated to operate than a piston engine. Our pilots who fly 
both types frequently state that in the jet the same things happen and the skills 
required are basically the same. The main difference is that they happen more 
quickly in the jet, usually at a higher altitude, and the aircraft is less forgiving of 
errors due to its speed and fuel criticality. 


Senator CHAvez. Senator Robertson? 


FISCAL YEAR 1958 ESTIMATES 


Senator Ropertson. Mr. Secretary, of course you have known 
since your connection with the Air Force in Washington of the great 
interest I have taken in the Air Force and the high regard I have had 
for the efficiency which has been brought about under the leadership 
of our Chief of Staff, General Twining. 


TRIBUTE TO LATE GENERAL MITCHELL 


You may not know that I was sold on aircraft before I was elected 
to Congress in 1932, by the late General Mitchell. He located in 
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Virginia and I found out he liked to fish, so I took him fishing. He was 
a good fisherman, but he was something of a perfectionist. 

I thought he had more fancy equipment than was necessary and 
than I was accustomed to. We caught fish and I learned about the 
Air Force. 

When I was in the House I sponsored a bill which was written into 
law to give General Mitchell a Congressional Medal. It was finally 
struck off and awarded to his son, Billy Mitchell, Jr. 

So not only during the time of 25 years of my service in Congress, 
but before that I have taken an interest in the Air Force. I fully 
agree with your opening statement as to how vital the Air Force is 
in the type of world in which we now live, and what a part it would 
have to play in the event of another war, because undoubtedly it would 
be a war in which nuclear weapons would be used. 

We have $6,600,000,000 worth of 221 items in the stockpile, each 
one of which is to last for 5 years, and somebody says if some nation 
gets a jump on us the next war might not last more than 5 minutes. 

There is a question about stockpiling, but in any event I fully appre- 
ciate the deterrent effect of a strong Air Force and I do not want to see 
it crippled. 

Now, here is an item from the House report. The House report says 
that your item for ‘‘Aircraft and related procurement” has been cut 
below the budget estimate by the sum of $1,002,500,000, or 14.6 per- 
cent less than you had in fiscal 1957. 

That is the current year. Yet it goes on to say that you had 
$11,280,300,000 of unspent funds of which $4,578,000,000 were un- 
obligated and that, therefore, in this particular item you had more 
money than you could possibly use and there was not any point in 
giving you a still greater amount. 


PRODUCTION OF B-—52’S 


You know I got greatly concerned over the fear that we were falling 
behind in the production of B—52’s last year. We developed a lot of 
testimony including that of General LeMay and your budget officer 
about stepping up the B—-52 program. It was stépped up. We got 
it up to 20 a month. 

We finally added $900 million. We got criticized by the Secretary 
of Defense. 

Last week when I tried to ask him about it he got off some wisecrack 
that I did not know the difference between an appropriated budget 
and a spending budget and I was handling figures loosely, but I was 
not. I was quoting them right all the time. He talked about throwing 
an old shoe out that seemed to fit somebody and he talked about some 
people that thought the Russians were 10 feet tall last year and only 
5 feet tall now, but that was beside the point all the way through. 

He never did answer the question I asked him, which was: Mr. 
Secretary, why did you criticize me and other members of my com- 
mittee when we were concerned about the program of the Air Force 
and added $900 million before the election, and after the election you 
spent and obligated all of that $900 million and $2 billion more? 

But since he has made such a point of this spending budget and the 
carryover, we this year cannot ignore that factor. 
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UNOBLIGATED BALANCES 


Now, will you please address yourself to that point of the committee 
report which says that while you appear to be drastically cut you 
still have $4% million of unobligated funds for this particular purpose, 
aircraft and elated procurement? 

Secretary Dove.as. Senator Robertson, I am happy to have a 
chance to discuss this almost perennial problem of unexpended 
balances and unobligated carryovers. I think it is inevitable that a 
number of misunderstandings arise from our procurement methods 
and the way we record our financial transactions and procurements. 

I think, as I stated in my prepared statement, there are no funds 
loose under the control of the Air Force in any certain amount which 
can be applied to new programs or which can meet this year’s pro- 
gram, except as we have set out availabilities in our budget estimates. 


REASON FOR LARGE CARRYOVER FUNDS 


Now, the reason that we have these big unexpended balances and 
unobligated carryovers comes down to just this: 

I think I can explain it and I think it may be worth getting it into 
the record, by referring to a proposed procurement of 100 airplanes, 
each costing a million dollars. We enter into a contract when it is 
properly authorized and funds of $100 million are provided, but we 
don’t have to enter into a contract and would not normally do so for 
the full $100 million in the first year. 

Our experience is that we contract probably for a procurement of 
$75 million in the first year, because in the $100 million are included a 
variety of spare parts and components and even ground handling 
equipment that go to that whole program, that we may be able to con- 
tract for in the second year and even some, conceivably, in the third 
year. 

Having contracted for $75 million of our $100 million program in the 
first year, we find that about $20 million—that is probably high— 
about $15 million of that program we will spend in the first year. 

Now, having proceeded with the procurement of 100 aircraft 
through the first year, we arrive at the end of the first year and our 
status is this: 

Fifteen million dollars of the $100 million has been spent. As we 
obligated 75 percent of the whole amount there is $60 million still 
under contract and there is an unexpended balance available with 
respect to that $60 million yet to be paid, as the manufacturer performs 
his contract. 

There is $25 million that is needed to complete the program even- 
tually, that has not been obligated and is an unobligated carryover. 

So with respect to this $100 million program, we reach the end of 
the first year and we have $60 million obligated but unexpended. 
We have $25 million in unobligated carryover, which is also unex- 
pended, but we have to keep that money, generally speaking, available 
for that program and it is not available for other purposes. 

Now, there are many ways procurement systems can be set up and 
operated. This one we think has worked pretty well for quite a 
while. 

I think the example I gave makes it perfectly clear that, unless one 
takes objection to some part of the whole procurement system, there 
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is no inefficiency, there is nothing subject to criticism in the handling 
of the $100 aiken procurement in that fashion, Senator. 

Senator SaLronsTaLL. Would the Senator yield on that point for 
one question? 

Senator Ropertson. Yes. 


BOOKKEEPING METHODS 


Senator SatronsTaLL. Mr. Douglas, does the Air Force keep its 
bookkeeping on the cost of 1 airplane that it is going to buy and build 
up on that, or the cost of 100 airplanes it is going to buy of a certain 
character? 

These unobligated funds that you so ably explained are carried 


forward with a procurement program of the number of planes or 
by contract? 


Do I make myself clear? 

Secretary Dovueuas. Yes; I think you do. The answer, I am sure, 
Senator, is that the rema‘ning funds, whether unexpended or as 
unobligated balances are identified by the program. 

Senator SaLToNsTALL. Rather than by contract? 

Secretary Dovauas. That is right. 

Senator Cuavez. It might be well to have either General Bogart 


or General Asensio, who, I think, are the best bookkeepers to enlighten 
us on this matter. 


IDENTIFICATION OF ACCOUNTS BY PROGRAM 


General Bocart. What the Secretary has said, sir, is correct. We 


identify our account by program and by program year for 3 years back. 
The Air Materiel Command is allocated the funds against program 
requirements and they in turn keep their books on a contract basis, 


but the funds we allocate to them are allocated in bulk against the 
program. 


EFFECT OF HOUSE REDUCTION ON PROGRAM 


Senator SatronstaLLt. Would the Senator yield for one more 
question on that? 


Senator Rospertson. Yes. 

Senator SALronsTaLu. If we cut the fund back this year what it 
means is that you have got to cut down the future programing by, we 
will say, a year or 2 years, so that as to the statement on page 73 of 
the House report, that you have $4,578 million or 40.6 percent of 
the total available, it would mean that this program, your overall 
program, would have to be cut down if the new obligatorial authority 
is not given you; am I not correct? 

General Bocarr. That is right. 


HOUSE COMMENT 


Senator SaLronstTaLL. The chairman suggests I read to you what 
the House has said. 

Secretary Douaias. What page is it on? 

Senator SALTONSTALL. Page 73. It says: 

* * * in addition to the funds provided in this bill, a total of $11,280,300,000, 


of which $4,578 million will be unobligated. When these unexpended funds are 
added to the funds provided in this bill, the Air Force will have a total of unspent 
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funds in this appropriation amounting to $17,126,300,000. Of this amount 
$10,424 million will be available for obligation in fiscal year 1958 and subsequent 
years. This provides a very substantial procurement program. 

The point I am trying to bring out is that the unobligated funds of 
$4,578 million they say you should use to throw into this $17 billion, 
if there is this cutback of $354 million, then you cannot program 
ahead? 

Secretary Dovetas. I do not get the idea that they really expect 
us to finance this out of the unobligated carryover. They understand 
that every dollar of it is programed, Senator. 

Senator Cuavez. Mr. Secretary, the last paragraph states: 


While these funds are not technically obligated under the strict letter of the 
law, they nevertheless are programed. They are committed to specific program 


requirements. 

Secretary Douglas. That is correct. That is exactly what I was 
trying to indicate. 

Senator SatronstaLtL. What I am trying to bring out is that if 
you cut back this $354 million, then you have to cut back these 
programs not in 1958, but maybe in 1960 or 1961; am I correct? 

General Bocarr. That is correct in that the reduction would 
affect the 1960-61 operating programs. The Air Force policy has 
been to program and budget the initial spares with the aircraft to 
assure concurrent delivery. Although these spares are programed 
with the aircraft, they are not all placed under contract in the first 
year. 

Senator Symineton. Actually, you would have to cut them back 
in 1959; would you not? 

Secretary Dovetas. The reduction in fiscal year 1958 would 
necessarily affect our budgeting and programing in fiscal year 1959. 
The example I gave is a typical example. If you will look at the 
whole problem it gets a little more complicated than that in a number 
of ways. 

RECOUPMENTS 


I would like to call your attention to the last paragraph on page 73, 


which points out a very important and serious part of the Air Force 
problem. It reads: 


As pointed out above, the Air Force estimates that it will recoup $1,060,600,000 
in this appropriation area during the coming fiscal year. The committee feels 
that by better planning and management and by closer pricing as reflected in 
the amounts obligated for items being procured, this recoupment may be increased 
to absorb a sizeable portion of the reduction in funds recommended by the 


committee. 

Now, I could not disagree more completely with any statement 
than I disagree with that statement. The real question is whether 
or not the Air Force has been much too optimistic as to the recoup- 
ments that may be realized in 1958. 

You see, this is a little bit outside of the kind of bookkeeping that 
we were talking about when we assumed that all of it was made up 
simply of new obligational authority. 

Here we are financing our 1958 program and it means reviewing 
your program of several years to determine what historically we think 
it is reasonable to expect we will recover from fallout of past years. 
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Senator SatronstaLL. Now, Mr. Douglas, the Navy states they 
are very much embarrassed because they think they have under- 
estimated by $300 million to get 1,220 planes in the next fiscal year. 

Secretary Douauas. That is a pricing question, I think. 

Senator SALTONSTALL. Do you say you underestimated? 

Secretary Douauias. That is a wholly different question. 

Senator SALTONSTALL. This is recoupment, is it not? 

Secretary Dovuauas. No; this sometimes may involve a final lower 
price than was estimated. That would be one way to pick up funds. 


FLEXIBILITY OF AIR FORCE PROGRAMS 


Changes in programs may result in the availability of funds for 
reprograming. These Air Force programs are pretty flexible. We 
would like to be able to fix a program and live with it for several years, 
but we find that we may make a complete change. 

Or perhaps something drops out and we find that appropriated 
funds, unexpended balances, sometimes unobligated carryovers are 
taken off a program due to a change of program. 

Senator SALToNsTALL. You distinguish between the words “recoup”’ 
and “‘reprice’’? 

Secretary Douatas. That is right, although some repricing can 
result in recoupment. 

Now, this was a very profitable source of financing, and I think it 
was very important in the interest of good management that we got 
all the funds we could out of all the old appropriations, but it was a 
much more fruitful field I think with respect to the immediate post- 
Korean war period than today because we have already taken very 
large recoupments toward financing our 1956 program and our 1957 
program. 

Now, the 1957 provision with respect to recoupments I think is 
just this in round figures. The programs count on realizing $1,700 
million of recoupment. 

As of today we have in effect realized $1,500 million. We are still 
at the moment short $200 million of recoupments necessary, according 
to the books, to carry out the whole 1957 program. 

I understand that that additional $200 million will probably be 
picked up. 

Senator Symineton. Will the Senator yield for one question at this 
point? 

Senator Rosertson. I will'yield, but I will be through in a minute 
when I get the floor again. 


LONG VERSUS SHORT LEAD TIME 


Senator Symineton. If you are allowed relatively long-term plan- 
ning through the negotiation and execution of the contracts incident 
to this heavy procurement, your opportunities for saving money, 
through management, after the contracts are let are greater, relatively 
speaking again, as against your opportunities for recoupment if you 
are held to a very tight lead time, and not allowed to function in 
what you consider orderly purchasing practice under good business 
management. Is that a fair statement? 

Secretary Dovetas. I think in a period when the program was 
being built up tremendously 
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Senator Symineton. I am talking about this period right now and 
this money right now. 

Secretary Dovuacuas. You are asking between two systems. 

Senator SymineTon. You say this is an unfair statement? 

Secretary Dovetas. That is not correct. I did not say “unfair.” 
I said I disagreed with it, because I do not think it is reasonable to 
expect us to pick up more money through recoupment than this esti- 
mate that we are already relying on in the 1958 budget. 

Senator Symineton. Thank you, Mr. Chairman. 

Thank you, Senator Robertson. 


HOUSE ACTION ON ESTIMATES 


Senator Rospertson. Mr. Chairman, I want to say to the Secretary 
that I asked the questions as a friend of the Air Force primarily for 
the purpose of alerting you as to what you are up against and what 
we are up against. 

Here is the biggest single cut a two-and-a-half-billion-dollar cut. 
This is over a billion dollars, the biggest single cut. 

Yesterday there was an effort for a moderate restoration, somethin 
in the neighborhood of $300 million, but nothing, so far as I recall, 
was included for any restoration of this amount. Is that correct? 
No effort made on the House floor yesterday to restore any of this cut? 

Secretary Douauas. I understand not. 

Senator Ropertson. So you are coming before us asking for the 
restoration, as I understand, of about a billion dollars. 

Secretary Dovetas. Not as I understand it. That may be so in a 
way I don’t understand. It is $669 million. 

Senator Rozerrson. All right, then, restoration of $669 million. 


QUANTITY OF SPARE PARTS 


Now, the House offered one other suggestion about economy. They 
said that in the B-52 bomber program you put in the purchase price 
$2 billion worth of spare parts, and that is too many spare parts. 

They thought you were building up spare parts for airplanes that 
would be obsolete in the course of time and that the spare parts could 
not be used and they called on you to cut down. 

Now, I agree with those who say that in all probability if world 
war III comes it will be fought with the weapons we have when it 
starts and not those that we get 6 months or 12 months later. I do 
not blame the Air Force for wanting to have on hand a sufficient 
amount of spare parts to keep their planes in the air. But the House 
says you have too many, that when you buy a B-52 you have $2 
million worth of spare parts included in that eight -and-a-half-million 
dollar price and that it is pyramiding both in the obligation and- 
pyramiding in what you actually get delivery of. 

Have you given some thought to that? 


SPARE PARTS PROCUREMENT 


Secretary Dove.as. Yes, sir; we have given a great deal of thought 
to it. It isa very difficult problem to have a perfect answer to. 

If we go back about 5 years, the proportion that spare parts repre- 
sented in dollars in a programed new aircraft was as high as 43 percent 
of the total. 
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We have now gotten down to where parts, initial spares, represent 
23 percent of aircraft and parts combined. 

We think that we are not likely—experiencewise—to be justified 
in going any lower and we have felt our way down in this reduction. 

Senator Rosertson. | did not hear that. 

Secretary Douaias. We have gone down from 43 percent to 23 
percent of the total dollars in aircraft and related procurement, on 
aircraft and on parts. That is, counting the aircraft and the parts, 
the parts represent 23 percent of the whole. 

We think that that is a relationship that provides the parts we 
need for initial spares. We can live with that kind of procurement, 
but we are very doubtful that we are justified in going under this. 

Senator Rosertrson. It is a technical question. 

Secretary Dovuauas. It is a very difficult question that you solve 
only over a period of years. 

Senator Rospertrson. The complaint that came over from the House 
side was there could be some economy there. 

Secretary Dovetas. If we did not buy any parts, or if we bought 
10 percent on the 1958 program, there would not be any trouble re- 
sulting from that until about 1960. 

Senator Roserrson. I yield, Mr. Chairman. Thank you. 

Senator SauronsraLL. Thank you, Senator Robertson, for letting 
me interrupt you because I thought that was, and I guess Senator 
Symington agreed with me, a very important question. 

Senator Rosertrson. I agree with you, yes. 


INACCURACY OF HOUSE COMMITTEE CONCLUSIONS 


Secretary Doueias. May I make one more statement with re- 
spect to the parts situation, because I think that part of the House 
committee report explanation seems a little more plausible than it 
deserves to be when it refers to these big percentages of the two ac- 
counts of the aircraft and aircraft parts. . 

They say that in 1956, aircraft components and spares were about 
48 percent; in 1957, 75 percent; in 1958, 87 percent, and that their 
reduction would only bring the 87 percent down to around 79 percent. 

They have so many figures in them tbat they really are not repre- 
sentative, because the account that the report refers to, which runs 
some $2 billion, has preproduction costs, modification costs, and a 
variety of other factors in addition to spares that came into the 
account only last year, as did follow-on spares in the amount of about 
$400 million. 

So there is a tremendous distortion in using that account dollarwise 
as representative of the spares problem. 


RECLAMA OF HOUSE CUTS 


Senator SattronsTaLL. Mr. Douglas, may I ask you just a few 
questions based on the House committee report and what you said 
you would do if you had to cut your budget by half a billion dollars 
and again by a full billion dollars. 

Now, first, do I understand from your previous statement to Mr. 
Robertson that you are going to ask to be restored the whole 
$669,280,000 that the House cut you? 

Secretary Dovuatas. Yes, sir. 
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Senator SaLToNnsTALL. If that cut stands in the House? 
Secretary Dovucuas. There is a question in the operation and 
maintenance account which relates to deutschemarks, and if there 
are deutschemarks available in a certain amount then we do not 
need the balance. 

Senator SatronsTauu. If we include that and if the State Depart- 
ment does not make the trade as is contemplated in that amount, ob- 
viously there has to be a supplement to the appropriation. 

Secretary Douauas. That is correct. 


MILITARY PERSONNEL 


Senator SALTonsTALL. Now, on page 4 of your statement and on 
page 14 of your statement you talk about the plan of forces. You say 
you plan a level in 1958 of 925,000 men and 341,000 direct-hire civil- 
1ans. 

Then on page 14 of your prepared statement you state that if the 
House cut of $38,400,000 prevails, you will have to come back here 
for more money in that account. 

You came back this year for $30.3 million for personnel. 

Would you care to go into that? In your half billion dollar cut, 
which is the fairest one to you because of the $669 million that the 
House gave you, you estimate you will cut $25 million whereas the 
House cut you $38,400,000. 

Now, how many uniformed people in your opinion would that take 
off the Air Force, and how many civilians? 

Secretary Doucuas. You could accomplish that $38 million reduc- 
tion by reducing the year-end military strength by 15,000 approxi- 
mately. 

Senator SALTONSTALL. In other words, cut 15,000 uniformed men 
off your force. 

Secretary Doueuas. That is correct. 

Senator SALTONSTALL. How many direct-hire civilians would that 
cut off? 

General Bogart. They are in operation and maintenance, sir. 
They would not be affected by that. 

Senator SALTONSTALL. So, that unless that money is restored, it is 
your present understanding that you will have to reduce that 925,000 
to 910,000, approximately? 

Secretary Doucuas. That is right, and we would have to change 
our program somewhat. 


REDUCTION 





IN WING STRENGTH 


Now, when we went through the exercise requested by the House 
Appropriations Committee, of telling what kind of program we would 
have with $500 million less, we said that we would further cut the 
wing strength on the reduction of $500 million. 

You can’t just take military personnel out without having their 
absence reflected in less capability of men and combat wings. 

I think there is one thing well worth remembering. At the end of 
fiscal year 1953 the Air Force had 106 combat and airlift wings. At 
that time we also had about 978,000 military personnel. We now 
have 137 wings and our present personnel strength is about 915,000. 
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That is a very major accomplishment, I think, in producing more 
operational units with a reduction in military personnel. 

There has been some increase in civilian personnel during that 
period. I just think that it means a further force cut at this point if 
we try to save $38 million, and if the $38 million cut is left effective 
we will have to reprogram military personnel during 1958. 


OPERATION AND MAINTENANCE 


Senator SALTONSTALL. Now, my next question concerns ‘Operation 
and maintenance.” In your half billion dollar cut you took none out 
of “Operation and maintenance.” ‘The House takes $162,880,000, 
including deutschemarks of $21,920,000. 

Now, what will be the effect of that cut of $162 million which is a 
substantial cut? You mentioned something to the chairman about 
cutting down on your planned flying hours, et cetera. Could you 
go into a little more detail on that? 

Secretary Douauas. Yes, I can. I think that we have all given 
pretty careful attention to flying hours and about one-half of this 
cut is related to flying hours. We are not scheduling more flying 
hours than we think are reasonably required to maintain the state of 
training and readiness that is desirable. 

Now, we can go into quite a little detail on the way the House 
committee proposes to spread this reduction, but really the most 
important approach to it seems to me to be to look at this last year’s 
experience with “Operation and maintenance” funds. 

uring the year we have had to meet new O and M requirements 
of about $195 million that we did not have included at the start of 
the year. That seems like a pretty big figure, but we can put into 
the record a pretty complete list of those requirements. 

In one way or another, by not spending the money in places that 
we had planned to and that we thought needed the money, to meet 
higher priorities, we made up almost all of the $195 million, or within 
$40 million to $50 million of the total amount. 

We thought that we would get a supplemental bill to cover medical 
care requirements in the amount of about $25 million. It was decided 
not to present such a request. 

So the first of March or the middle of March, we were faced with 
finding another $40 million to $50 million out of the O & M account. 

At this late date there seemed to be only one way to get the com- 
mands to save the money, and we authorized them to cut flying hours 
in the last quarter of the year by as much as 30 percent. 

Now, the result of that, as estimated today, is that we will have cut 
during this last quarter about 500,000 hours out of our flying program. 

Senator SALTONSTALL. Five hundred thousand hours? 

Secretary Douauas. That is right. Whether that had some con- 
nection with the House action or not, I really don’t know. 

As to the highest priority programs, we have carried them out 
without reduction, such as B-52 flying. 

As to flying in other commands, we have cut the CRT (Combat 
Readiness Training) flying by about 18 percent of what was scheduled 
and authorized before. 
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EFFECT OF HOUSE ACTION ON 1958 OPERATIONS AND MAINTENANCE 


Senator SALTONsTALL. How many civilian employees will that cut 
out? You said that came out of O. and M.? 

Secretary Dovau.as. It is very hard to tell. We could not resched- 
ule at this moment. 

Senator SaALtronstaLL You could not make an estimate on that? 

General Bogart. Do you mean the last quarter? 

Secretary Dovatas. No; he means if we took the $162 million out 
of O and M, what effect would it have on civilian employment. 

As a little more than 50 percent of the account goes to civilian per- 
sonnel, perhaps you would expect that at least half of the reduction 
would go against civilian personnel, and if that were so it would be 
$80 million. 

That is not the way the committee suggested. The committee dis- 
tributed to principal accounts. 

Senator SatronstaLu. That would mean lower maintenance and 
less cleanliness, if you will, and less safety on your airfields? 

Secretary Douauas. Yes; it certainly would. 

The figure is about 20,000 civilian personnel if you did it that way. 


BASE MAINTENANCE 


Now, here is another interesting feature of the House suggestions. 
They suggest a $10 million cut from what I recall as a $100 million 
or $105 million provision for base maintenance. They say that this 
should be simple, because we are asking for nearly twice as much 
as we spent on base maintenance last year, and we did not spend all 
we asked for. That is perfectly true. 

As a rough figure I think we spent $55 million or $60 million on 
base maintenance last year, and we had in the budget a program to 
spend something like $80 million. The answer was that we had to 
use the money for these unforeseen contingencies and new financial 
requirements. 

The M. and O. account—it is now the O. and M. account—gets, per- 
fectly naturally, the hardest treatment, because it is not hard to figure 
vo present conditions that you might get along without a lot of 
things. 

But during the year a lot of things come in, and no provision has 
ever been made for those. This is the account that those things hit. 


WORKING CAPITAL FUNDS 


Senator SALTONSTALL. Now, on page 15 of your prepared statement 
you state that the House failed to provide, or failed to permit you to 
provide $162 million by transfers for the stock and industrial fund, 
to permit the expansion of their operation during fiscal 1958 and 
suggested you get the money by direct appropriation. 

Am I correct in saying that they gave you no appropriation for that 
money? 

Secretary Doua.as. That is correct. 

Senator SALronsTALL. I have been a believer in the stock funds in 
that they are revolving funds that you can work with. Where were 
you going to get it by transfer? 

Secretary Douatas. I believe from Army accounts. 
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General Bogart. From Army stock fund. 

Senator SaLtronsta.u. In the overall defense budget appropria- 
tion? 

Secretary Dovuauas. That is right. I think the House committee 
used those possible transfers to support the Army budget. 

Senator SALronstaLu. Will that result in your stock fund being 
too low to be carefully managed and helpfully managed? 


AIR FORCE STOCK FUND 


Secretary Dovetas. The problem divides itself into two partss 
About $60 million was requested to go into the Air Force stock fund. 
That is the fund that handles clothing, subsistence, medical supplies, 
general-supply items, and aviation fuel. The operators of the fund 
say they need $62 million more working capital. 

Now, if we do not get the money we may be able to operate sub- 
stantially as we have in the past, but we will not expand the operations 
into a wider range of general-supply items. 


SINGLE“MANAGER PLAN FOR AIRLIFT 


The other $100 million was requested to carry out what is called the 
single-manager plan for airlift. It is proposed that we put MATS, as 
augmented by some transfers of aircraft, on an industrial fund or a 
slightly modified industrial fund basis in which this fund will pay for 
the operation of the airlift services of MATS, out of revenues from the 
using agencies. 

If we are to put MATS on an industrial-fund basis in 1958 and 
really have it operating by the end of 1958, it is essential that we have 
$100 million for the industrial fund. 

Senator Satronstauu. I would like to ask 1 or 2 other questions 
and then go into the cost of planes a little bit. 


RESEARCH AND DEVELOPMENT 


The House cut you $12 million on research and development, and 
you would take none out of your research and development on either 
a reduction of a half billion dollars or a billion dollars. Now, we do 
not need too much elaboration on the importance of research in 
airplanes, ballistic missiles, supersonic efforts, and all that sort of 
business. 

Secretary Dovatas. I would like to say that we are very reluctant 
to take any reduction in that area at all. We think we will maintain 
about the level of technical investigative effort that has been carried 
on in the current year if we get the full amount in the coming year. 
Now, we are going to have very real problems there because, as the 
testing program increases, particularly ballistic-missiles programs, 
the operating expenses are going to go up. 

I am sure we are going to be faced with expenses that we do not 
foresee in the operation of the research and development installations 
this year. So we are confronted with a problem of increasing test 
activity, and it is a very real one. To take $12 million out of the 
appropriation, without reducing the technical-development work, is 
really going to be almost impossible. 
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Now, there is a lot of money from various sources, for what we call 
development, but it is my view that, if anything, we are somewhat 
handicapped with the $600 million to $700 million level for research 
and development as we understand research and development. 

Senator SALTONSTALL. Any money taken out of research and devel- 
opment cuts our advance knowledge just that much? 

Secretary Dovucuas. The only possible way we can have the Air 
Force we need, 5 years from now and 10 years from now, is to spend 
enough money. There is no perfect answer as to what “enough” 
money is, but I am sure that we will need for 1958 everything that 
is in the program. 

RESERVE PERSONNEL 


Senator SALTONSTALL. Now, the House cut you $2 million in the 
Reserve personnel account where you would cut nothing in your half- 
billion-dollar or billion-dollar reduction. On page 14 you mention 
that, and state that you would be unable to attain announced objec- 
tives in the budget year. How will that affect your announced 
objective? 

Secretary Douatas. I will have to ask someone to state the number 
involved in the pay-status Reserve program that this money relates 
to. This is purely personnel pay in the Reserve program? 

Senator SaLtronsTauu. In other words, you would not be able to 
pay 

Secretary Doucias. Apparently, the House committee did not say 
that the program was too big or that it would not be good money to 
spend. They questioned whether or not the program would absorb 
this money during the current year. We think it will. If it does 


not, the money will revert to the Treasury at the end of the fiscal 
year. 





MILITARY CONSTRUCTION 


Senator SatronsTaLL. Now, if I may, on military construction you 
cut $30 million on the half billion dollars and $40 million on the $1 
billion, but that will be considered on another program and we will 


not go into it here and it was not included in the House by this 
program. 


Secretary Dovetas. That is right. 
AIRCRAFT AND RELATED PROCUREMENT 


Senator SALToNSTALL. Now, there are 2 related programs, aircraft 
and related procurement; the House cut you $354 million, whereas 
in the half-billion-dollar reduction you anticipated you would take 
$420 million from it. 

Secretary Dovue.as. That is right. 

Senator SALTONSTALL. Is the effect of that a decrease of six squad- 
rons of F-106 modernization to air-defense units at the end of 1960? 
Is that one effect? 

Secretary Doucias. Would you say that again, please, Senator? 

Senator SALTONSTALL. Am I correct in saying that this would 
result in the decrease of six squadrons of F-106 modernizations to 
air-defense units by the end of fiscal year 1960? 

Secretary Doueias. That is substantially correct in the way we 
suggested, that we might program a reduction of $500 million. 
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Senator SALTONSTALL. Am I correct in saying that your present 
wing program for 1958 is 128 wings? 
Secretary,Douatas. That is correct, sir. 


REDUCTION IN WING STRENGTH 


Senator SayrronsTautu. And that, if this $354 million was taken out, 
you would be cut down to 124 wings? 

Senator Dovetas. I don’t think it is quite right to say that one 
follows the other quite as clearly as that. We did say that we thought 
the program should be cut by four wings, just on the basis that we 
could not modernize, we probably woul not continue the units, and 
we should not undertake that additional burden. 

The important thing to recognize in this is that the $420 million 
that we contemplated taking out of aircraft and related procurement in 
the event of a $500 million cut, we would take in a wholly different 
way from the way suggested by the House Appropriations Committee. 
And we said that we would reduce aircraft purchases and reduce 
procurement of one- 

Senator SALTONSTALL. You would uot want to specify specifically 
that it would reduce the number of wings? 

Secretary Douauas. I would not want to state categorically that we 
would have to reduce wings if we took a cut as suggested by the House 
committee in the procurement account. 

However, if we had that cut and the personnel cut and the O. and 
M. cut, I am sure it would reduce wings in substantially that number. 

Senator SaLTronsTaLL. Mr. Gates said for the Navy yesterday that 
O. & M. itself is not the most important to keep your authorized 
forces going. You have also got the procurement and if are going to 
have to cut in O. and M. and also in procurement, you would cut 
down a bit on both and reduce the whole level, not only of procure- 
ment, but O. and M. also. Is that a correct statement? 

Secretary Douctas. Procurement does not affect us immediately, 
but it does 2 years down the road. 





REPRICING 


Senator SauronsTaLL. Yes. May I ask you two questions with 
relation to that? Iam mixed up as between repricing and recoupment. 
I think I understand the difference. Now on repricing of airplanes, 
do you expect this year any saving from getting lower prices as you 
get into a bigger production line? 

Are your costs going to be less so that there will be some saving on 
that item? 

Secretary Douc.as. It depends on what production line we are 
talking about. If we are talking about relatively early production, 
we will, of course, be securing end items cheaper as they come off the 
line. 

We have, however, a good many indications that price changes are 
going to be unfavorable to our ability to carry out procurement plans, 
rather than favorable, in at least two important aircraft procurement 
areas. There are very substantial price increases already. 

Senator SALTONSTALL. The Navy said they believed it would cost 
them $300 million more to get the same number of planes in 1958, 
1,220, than they estimated in the budget. 
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Have you figured that out at all in the Air Force? 

Secretary Dovatas. Well, we have 1,515 airplanes in the 1958 
program. We have a list of estimated changes as we have to go 
along every few months and make new estimates, and we have a good 
many more price increases than we have decreases, although we have 
a few decreases. 

But the answer is that very recent estimates give us an increase in 
1 program of over $200 million. 

Senator SALToNSTALL. So that you feel you would need your fullest 
estimate at least? 

Secretary Dovatas. No question about it. I again express the 
concern that it will be very difficult to realize the full program re- 
coupment. 

RECOUPMENTS 


Senator SALTonsTaLL. Now you discussed recoupment, you just 
mentioned it again. I was given these figures: That in 1956 there 
was recoupment in prior year funds actually of $777 million; in 1957, 
$1,761,700,000; and that anticipated recoupment from prior years in 
1958 will be $1,060,600,000. Now have you used those figures? 

Secretary Douauas. Those are the figures; yes, sir. 

Senator SaLtronsTaLu. Those figures you included in the amounts 
that you are estimating for the purchase of your 1,515 planes? 

Secretary Douglas. That is correct. 

If we thought that we would receive less than the $1,060 million, 
we would have to increase our request for new obligational authority. 


PROCUREMENT OTHER THAN AIRCRAFT 


Senator SALTonstaLu. I have just one more question on the subject 
of procurement other than aircraft. 

There the House committee cut you $100 million and in your half 
billion you estimated a cut of $25 million. 

In other words, the House increased that item some $75 million? 

Secretary Dovcuas. That is right. We took off the $25 million 
when we made the estimate on $500 million because we had taken all 
of the $420 million out of aircraft from things that had a direct rela- 
tionship to the 200 account, in ground support in particular. 

Senator SatronsTaLu. What will happen if that cut stands? What 
will you do? 

Secretary Dovatas. It will throw our program very substantially 
out of balance between the support items that come from the 200 ac- 
count and our aircraft program, in spite of the fact that in numbers of 
aircraft our aircraft procurement program is a very small program. I 
think the best way to emphasize that, Senator Saltonstall, is to refer 
to the fact that we have adopted a program in connection with the 
200 account whereby we present to the House and to the Senate what 
we would like to buy in the year, and we present an amount 15 percent 
in excess of the funds that we are asking for. 


OVERPROGRAMING PROCEDURE 


There have been such great difficulties in getting development and 
delivery of items in this 200 account, particularly in the electronics 
field, that we find the only way we can keep the program going with 
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anything like the obligational authority that is given to us, is to pro- 
gram more dollars for procurement than we have dollars, and if it 
becomes apparent during the year that a program that has priority, 
that we want to complete, just cannot be completed, but we have been 
working on another program so that we will keep up with ourselves 
in most of the areas where we 

Senator Cuavez. Wouldn’t the 15 percent be equivalent to what 
the engineer or the architect would call a factor of safety? 

Secretary Dovuauas. Well, it is a factor of safety in carrying out 
the program that we are sure we have to have to produce the Air 
Force that we are trying to produce. 





HOUSE COMMENT 


The House committee recognizes—I think it is on page 79—in an 
interesting way this very procedure and then somehow reaches the 
conclusion that maybe we don’t need as much money, even though 
they have recognized the reasonable need for a program of $365 million 
in excess of the money we ask for. 

It is the third paragraph, sir. 

This year for the first time, the Air Force has adopted a budgetary technique 
applied to the procurement other than aircraft appropriation which they choose 
to term overprograming. The schedules presented to the committee showed an 
overprogram statement amounting to $150 million in the fiscal year 1957 and 
increasing to $365 million in 1958. 

Now, that means that the program that they went along with on an 
overall basis was $1,275 million, which was the amount we asked for, 
plus $365 million. 

Now, if we have less money to apply to that program we have no 
chance of approaching that. 

Another thing to say is that there is an asserted procurement require- 
ment in this area of something like $2 billion, but it cannot all be 
brought in at the same time and there is not a need, timewise, for the 
whole thing. 

But if we could get the deliveries we would be very insistent on a 
bigger program than we are now asserting, and the delivery problem 
is very rapidly improving. 

Senator SaALronsTaLL. What you say in substance is that you 
— 15 percent because you know you are not going to get 
it all? 

Secretary Dovuatas. That is right, that we are not going to be able 
to procure it all. 

Senator SaLronsTALu. If you do get it all, just like the baseball 
manager who hopes the pitcher goes through, but he has to put in a 
second pitcher, you have to decide what is cut out. 

Secretary Dove.as. That is right. The fact that both approving 
authorities in the Defense Department and in the House feel this is 
a reasonable procedure emphasizes the fact that the size of the pro- 
gram we need in this area is very large. 


MISSILE COSTS INCLUDED IN AIRCRAFT ESTIMATE 


Senator SaALTonsTaLL. May I ask just one more question, and I 
thank the chairman and the committee members for their courtesy. 
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MISSILE PROCUREMENT 


We have talked about aircraft procurement all the way through 
here. In aircraft procurement do you include your ballistic and 
guided missiles? 

Secretary Dovatas. Yes, sir; we do. 

Senator SatronsTaLt. What, approximately, is the portion per- 
centagewise that goes into aircraft procurement and what goes into 
missile procurement? 

If you prefer not to say that in open session, that will be all right. 

Secretary Douatas. I think the statement has been made before. 
Very close to about 21 percent of the “Aircraft and related procure- 
ment” appropriation is for missiles, either ballistic or air-to-air, the 
whole field of missiles. 

Senator SatronstaLu. That are in the production line as opposed 
to research and development? 

Secretary Dove.as. No, sir; that is not quite so. If you said under 
development, yes; but I think the Senator is familiar with the long 
problems that we have had as to how much development support 
can come from the ‘Research and development”’ appropriation. 

I think it is properly estimated that approximately $2 billion of some 
$6 billion or $7 billion of program in the 100 account is for develop- 
ment and test purposes. 

Senator SatronstTatu. Mr. Chairman, I thank you and the members 
of the committee for your courtesy, and Mr. Douglas, I thank you. 

Senator Cuavez. Mr. Secretary, will you come back this afternoon? 

I want to compliment you. I agree that vou are one Secretary 
that seems to know what he is talking about. 

Secretary Dovuetias. Thank you, sir. 

(Thereupon, at 12:30 p. m., the subcommittee was recessed, to 
reconvene at 2 p. m., the same day.) 

















AFTERNOON Session, 2 P. M. (WEDNESDAY, May 29, 1957) 


DEPARTMENT OF THE AIR Force 


STATEMENTS OF HON. JAMES H. DOUGLAS, SECRETARY OF THE 
AIR FORCE; GEN. NATHAN F. TWINING; LT. GEN. M. J. ASENSIO; 
MAJ. GEN. FRANK A. BOGART; AND MAJ. GEN. DANIEL F. 
CALLAHAN—-Resumed 


RATE OF OBSOLESCENCE OF AIRPLANES 


Senator Cuavez. The subcommittee will be in order. 

Senator Ellender, did you want to ask some further questions? 

Senator ELLeENpER. Mr. Secretary, what is the rate at which air- 
planes, such as bombers, fighters, and so forth, become obsolete? 

Secretary Douauas. Senator, I think it is hard to generalize satis- 
factorily on that question. Until fairly recently it was Air Force 
ewe to talk of fighter aircraft as having a 3-year first-line life, and 

omber aircraft as having a 6-year life. 

I think the useful purpose perhaps of such description of the aircraft 
in the inventory is found in the fact that when you examine the com- 
position of your Air Defense Command or Tactical Air Command or 
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Strategic Air Command, you would at least have a flag coming up to 
tell you that a certain group of the aircraft are getting old. They 
actually may not be obsolete beyond the 3-year and 6-year lives. It 
depends upon the state that they are in. It depends upon develop- 
ment of weapons systems, perhaps, to be used in conjunction with 
those aircraft. 

MODIFICATION PROGRAM 


I believe the B-47’s have had three successive modification pro- 
grams over the period that they have been in the inventory which 
have increased their effectiveness and made them much more accepta- 
ble today than they would have been without modification. 

Senator ELLENDER. You mean that by adding these new gadgets, 
you are able to increase the life of the aircraft? 

Secretary Dovetas. That is right. A very easy example to pick 
out is the equipping of the B-36’s with 4 jet engines in wing pods in 
addition to the 6 piston engines that the aircraft originally had. 

Senator ELLENDER. So when we say that an aircraft becomes obso- 
lete, it does not mean you have to start from the beginning to get a 
new one, but you take the old one and improve it? 

Secretary Dovatas. Very often. 

I would say that in obsolescence, or aircraft becoming obsolete, 
there are several ways that you can use the word, it seems to me. 
One is that it is certainly obsolete when it can no longer perform the 
mission for which it was designed and procured. It might also be 
said to be obsolete when the state of the art is such that you can secure 
a much more advanced effective weapon. 


FISCAL YEAR 1958 REQUIREMENTS 


Senator ELLENDER. Mr. Secretary, I notice that for your 1958 
requirements, you are actually asking for $7,533 million. 

Secretary Dovetas. $17 billion 

Senator ELLENpDER. No, I am asking about ‘Aircraft and related 
procurement.” 

Secretary Dovauas. Excuse me. That is not the new obligational 
authority requested, sir. That is the program. 

Senator ELLeNpER. I understand. That is what I am talking 
about. In other words, you are asking for a total 1958 program of 
$7,533 million. You will finance this program with MDAP reimburse- 
ments of $234,400,000, other reimbursements, $38 million, and antici- 
pated recoupment from prior years of $1,060 million. 

Thus, by deducting the reimbursements and recoupments from 
$7,533 million, you arrive at the amount of appropriation needed of 
$6,200 million. 

Secretary Dovetas. That is correct, sir. 





FISCAL YEAR 1958 RECOUPMENTS 


Senator ELLENDER. Do you expect that your recoupments for the 
year 1958 will be anywhere near what they have been in the past? 
Secretary Dovatas. I think that as of today, although I pointed 
out this morning my concern as to our ability to realize the full 
$1,060 million, I can say that the $1,060 million still appears to be a 
reasonable goal. In answer to your question, we think that the total 
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recoupments applicable to the 1957 program will amount to about 
$1.7 billion. 

I believe that recoupment the previous year, which was really the 
first time that we kept such a figure, was about $770 million. So 1957 
is the big year, and | am sure that we are not justified in anticipating 
anything like the recoupments realized this year. 

As we do business on a tighter basis and as the program has leveled 
off considerably, it is just harder to find money that has not been 
needed in prior-year programs. 

Senator ELLENDER. If we take the 1956 program and the 1957 pro- 
gram and add them together, they will aggregate $16,335,000,000- 
plus, while the recoupments for those years amount to $2,822,296,363. 
Is that correct? 

Secretary Dove.as. I am just not sure what you have added, but 
that is certainly the kind of figure you would arrive at. 


PERCENTAGE OF RECOUPMENTS 


Senator ELLENDER. Percentagewise, the amount of recoupments 
amount to 17.3 percent of your programs for fiscal years 1956 and 
1957? 

Secretary Doucuas. Just 1956 and 1957? 

Senator ELLENDER. Yes. 

Secretary Dovatas. Yes. 

Senator ELLeNpER. Thus, based on past experience, your recoup- 
ments amount to approximately 17 percent of the programs? 

Secretary Dovetas. That is right. 

Senator ELLENDER. Have you any reason to believe that there will 
be a change in the anticipated recoupment from fiscal year 1958? 

Secretary Dovctas. Yes, I have. 

Senator ELLENDER. To what extent? 

Secretary Doucias. Our present estimate of our capability is 
measured by our anticipated recoupment of $1.060 billion. I am 
not sure, but it appears to me 

Senator ELLeNpER. That is 1958. 

Secretary Dovucuas. That is for 1958. 

Senator ELLeENDER. Then the recoupment is much less than the 
17 percent? 

Secretary Dovctas. No, not a great deal, I do not think, sir. I 
think it is about 15 percent. My great concern is that we may be 
too optimistic. 

Senator ELLENpDER. Is this recoupment of $1.060 billion anticipated 
out of your 1958 program? 

Secretary Douc.as. No, sir. It is anticipated to still come out of 
past-year appropriations. 

Senator ELLENDER. But, nothing from the 1958 program? 

Secretary Dovc.as. That is correct. 

Senator ELLENDER. What is your estimate for the 1958 program, 
percentagewise? 





UNCERTAINTY OF 1958 RECOUPMENTS 


Secretary Dovetas. I see now. Excuse me. I do not think we 
have made such an estimate. That is a perfectly proper subject to 
consider as to whether or not we can assert with some certainty that 
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some parts of a 1958 program adopted at this time will change, or will 
fall out or will slip during the year 1958. 

In the 200 appropriation, it was pointed out this morning that we 
have adopted a practice of overprograming by as much as 15 percent. 
That does not mean that anyone is sure 15 percent will fall out, but 
we justify it largely on the basis that some part of the program will 
not make during that year. 

We have not thought that it was justifiable to figure in advance on 
any fallout of the 1958 program because our experience has been that 
increased requirements and also increased prices in the current year— 
and I am talking about the last several years—are very likely to more 
than absorb any slippage or fallout in the program. 

Senator ELLENDER. According to what you are now saying, you do 
not anticipate any recoupment out of the 1958 program? 

Secretary Dovuauas. | am saying that for purposes of financing the 
1958 program. I am not saying with certainty that there will not 
eventually be some fallout from that program. It might very well 
be, sir, that the provision for spares in the 1958 program may be more 
than is required, but we may not know that for 2 years. 

At that point, we would say there has been a recoupment out of 
the 1958 program. But there is no basis for our figuring now that 
there will be a recoupment out of spare parts in 1958 because we are 
using the best factors we know, on which to estimate dollar require- 
ments for the 1958 program. 


PROVISION FOR CONTINGENCIES IN ESTIMATES 


Senator ELLENDER. Mr. Secretary, is it not a fact that whenever 
you ask for funding for X number of aircraft, you will always add 
from 5 to 15 percent for contingencies? 

Secretary Dovatas. No, sir, I think not. We use contractors’ 
estimates as much as possible. 

It is perfectly true that the estimating of the prices on major air- 
craft procurement presents a lot of difficulties. Some of the con- 
tracts are price-plus contracts. Some of the contracts are fixed-price 
contracts with provisions for a redetermination of prices. There are 
all of those factors. 

But as far as possible, we come up with a figure that we think is the 
figure that will buy the program. 


RENEGOTIATION OF CONTRACTS 


Senator ELLenpeER. As a matter of fact, is it not true that in past 

ears, including this current fiscal year, and last year, and the years 
before that, that you renegotiated contracts with the aircraft com- 
panies, and as a result of this, these companies refunded large amounts 
to the Government? 

Secretary Dovetas. You refer to renegotiation under the Renego- 
tiation Act? 

Senator ELLENDER. Yes. 

Secretary Douetas. There have been a good many recoveries from 
aircraft manufacturers under the Renegotiation Act. The dollar 
amount I would say has not been, under the Renegotiation Act, a very 
large amount in relation to the kind of figures we are talking about 
with respect to this procurement. 
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RECOUPMENTS 


Senator ELuenpeR. Mr. Secretary, I have been attempting to 
point out to you and the committee that the Air Force could finance 
its 1958 program with new obligational authority for less than the 
$6,200 million requested, if total anticipated recoupments were con- 
sidered. Further, the unobligated balances could be reduced to more 
manageable proportions, if these recoupments were considered in 
advance. Do you agree with that? 

Secretary Dovuauas. As I understand the example that you have 
used, it is that recoupments in 1956 and 1957 amounted to 17 percent. 

Senator ELLENDER. 17.3 percent. That is what your own figures 
show. 

Secretary Dovetas. That is right. I do not have the arithmetic 
available, but it is my impression that the $1,060 million amounts to 
about 15 percent, which is not a great difference from the 17 percent 
that you have used, sir. That is subject to correction. 

Senator ELLENDER. But that is from prior years. 

Secretary Doveatas. All right. 

Senator ELLENDER. That does not take in 1958. This $1,060,600,000 
recoupment is for prior years. The recoupment for fiscal year 1958 is 
not considered? 

Secretary Doveias. And 1957 will be a prior year for the first time 
in the 1958 recoupment. 

Senator ELLENDER. But that is still a prior year. No recoupment 
for the current year is considered in the financing of the program. 

Secretary Dovetas. That is right, sir. 

Senator ELtenpeR. Well, I am not going to burden the record 
further; however, I expect to go into details with Mr. McNeil. 

Now, Mr. Secretary, tell us, how often do you reprogram funds 
and thereby finance programs that have not been justified to Congress? 

Secretary Dovacitas. When we do so, we report both to the com- 
mittee of the House and to this committee, the reprograming involving 
any significant change in aircraft or other procurement. 

Senator ELtenpeErR. | have been on this subcommittee for a number 
of years now, and I do not recall receiving any reports. 

Secretary Dovauas. General Bogart assures me that we submit 
such a report twice a year. 

Senator ELLENDER. But not for permission. You simply notify us 
of what you have done. You do not ask for permission. You do this 
on your own determination? 

Secretary Dovatas. That is correct. 

Senator ELLENDER. You can interchange it as you see fit. 

Secretary Doucuas. Except if anyone took exception to it, it would 
be very easy to ask for a complete explanation, and to take some action 
with respect. to it. 

Senator Cuavez. What good would that do after it is done? 

Senator ELLENpDER. Thank you, Senator Chavez, that was my next 
question. 

Secretary Dova.tas. After the change in programing is made? 

Senator ELLENpDER. Yes. 

Secretary Doua.as. I suppose that if we are dealing only with the 
6-month report, and if the change was made early in the 6 months, 
it would be difficult to take any action to effect the change. But 
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let me point this out. In the last year or so, where we have had 
changes such as reprograming of the B—52’s, we have always presented 
the whole matter to the committees. 


DEPARTMENT OF DEFENSE APPROVAL OF REPROGRAMING 


Senator Symincton. Do you do that without the permission of the 
Department of Defense? 

Secretary Dovuauas. I would think, Senator, that it would be—— 

Senator Symineton. Do you do it on your own as the Department 
of the Air Force, or do you do it after request and approval of the 
Department of Defense? 

Secretary Dovaias. I would have to take an example to show 
what procedure we follow. 

Senator Symineron. What is the rule? 

Secretary Dovuauas. In the B—52, we came up with the Depart- 
ment of Defense representatives along with the Air Force representa- 
tives. House Report 493 for fiscal year 1956 Jevied on the Air Force 
a requirement for reprograming reports twice annually. In addition 
to these reports, the Air Force was also asked to continue other major 
reprogramings during the interim. 

Senator Symrneron. In other words, you have a certain amount of 
local autonomy to get efficiency, is that correct? 

Secretary Doucias. We need their approval for major reprogram- 
ing. 

Senator Symineron. That is what we are talking about. 

Secretary Dovatas. Yes. 

Senator Symineron. So if the Department of the Air Force files 
with the committee any major reprograming, they do it as a result of 
approval from the Department of Defense? 

Secretary Dovetas. That is correct. 

Senator Syminaton. Thank you, Senator. 


ADVICE OF REPROGRAMING TO CONGRESSIONAL COMMITTEES 


Senator ELLenpER. And without giving us an opportunity of say- 
ing yes or no. In other words, as the chairman has pointed out, you 
give us notice after the affairs are complete. 

Secretary Dovctas. Unless we think the change is so material that 
the committee would like to be advised of it ahead of the action. 

Senator CHavez. What difference is there between that idea and in 
the construction program? 

In the construction program, you make your plans for reprogram- 
ing, and you come to a decision, but you do not do anything until it is 
approved by the House committee and the Senate committee. Is 
that right? 

Secretary Dovuauas. In reprograming? Certainly. 

I mean, if we are reprograming, that is correct. 

Senator CHavez. What difference is there between reprograming in 
the construction program and this program, as far as notifying the 
committees of Congress? 
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NEED FOR FLEXIBILITY IN PROCUREMENT PROGRAM 


Secretary Dovuauas. I think that this procurement program is 
made up of a great deal more items, and I think we need more flex- 
ibility in this program than we do in managing the construction 
program. 

The question of how much more, Mr. Chairman, is hard to say. 

Senator Cuavez. Anyway, about the only information that Con- 
gress gets is that after you take action, the contemplated action, you 
tell us about it, but not before. 

Secretary Dovueuas. No, I insist that one exception I stated is cor- 
rect. That is that there are situations where we would advise you 
before we took any action. 

Senator CHavez. But not at all times? 

Secretary Dovuetas. No, sir, that is correct. 

Senator Syminetron. Mr. Chairman, may I ask the distinguished 
Senator to yield? 

Senator ELLENDER. I will yield to my distinguished colleague from 
Missouri. 

Senator Symineton. As I see it, one case it is a question of law, and 
in other cases it is not a question of law. In mal construction, 
the services have to come to the Congress to get approval. If the 
committee thinks it is wrong for them to stop making a plane, for 
example, when it is found the plane is faulty, all the committee has to 
do is tell them to come here. 

Senator ELLenprER. The permission of this committee is required 
only for military construction. We have no control over the repro- 
graming in the procurement appropriations. 

Senator Symineton. That is what I meant. 

Secretary Dovuauas. If the Secretary of Defense’s office was in 
agreement with us on it. 

meant Evuenber. I know, but I am talking about congressional 
approval. 

Secretary Dovauas. As far as the form of the appropriations are 
concerned, that is exactly right. 

Senator ELLENpDER. If you say, ‘‘We want so much money for air- 
planes,”’ you can change that around to suit yourself. You can get 
the sanction of the Defense Department, but you do not have to come 
back to the Congress. 

Secretary Douauas. That is correct. 


NONTRANSFERABILITY AMONG APPROPRIATIONS 


Senator ELLENpDER. Exactly. Can you take any part of the funds 
in “Procurement other than aircraft” and transfer it to ‘Aircraft and 
related procurement’’? 

Secretary Dovetas. No, sir. 

Senator ELLENDER. It must be spent within the item designated as 
“Procurement other than aircraft’’? 

Secretary Doucuas. That is correct. 

Senator ELLENDER. And does the same thing prevail as to research 
and development? 

Secretary Dove.as. Yes, sir, with, I think, this necessary comment. 
There are contracts for development of systems in the 100 account— 
that is, the ‘‘Aircraft and related procurement”—which are not very 
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dissimilar from some development projects in ‘‘Research and develop- 
ment.”’ But we are very careful to have what is purely research in 
“Research and development.”’ I think you are familiar with the fact 
that there is a gray area there. But we cannot shift one to the other. 

Senator ELLENDER. In your statement, you are requesting restora- 
tion of the full amount deducted by the House? 

Secretary Douauas. Yes. I indicated that we desire restoration 
of the whole amount. 

Senator ELLENDER. That is, $669,280,000? 

Secretary Dovetas. That is correct; yes, sir. 

Senator ELLENDER. Your statement contains your justification for 
this restoration? 

Secretary Douauas. Yes, sir. 

Senator ELtenper. Thank you, Mr. Secretary; that is all. 


IMPLEMENTATION OF THE WILL OF THE CONGRESS 


Senator Symineton. Mr. Secretary, I will try and make my ques- 
tions as short as possible. There is one thing I want to get into, 
and I will make a short statement first. 

Congressional decisions regarding the budget express the will of 
the Congress. If more or if less defense effort is made, the will of 
the Congress is not being implemented. You would agree with that, 
would you not? 

Secretary Douauias. Generally I would; yes, sir. 

Senator Syminaton. Several efforts are being made and have been 
made to decrease defense expenditures by measures unrevealed to 
the Congress and without regard for the budget decisions of the 


Congress. These efforts originate in the Office of the Comptroller 

of the Department of Defense and flow through the Secretary of 

Defense. I am not going to ask you to comment on that. The 

Department of Defense issues directives and expresses internal policies 

which establish ceilings on obligations and on expenditures at levels 

below those authorized by the eS AT and testified to by executive 
1e 


representatives appearing before t 
comment on that? 

Secretary Dovatas. Limitations on obligations have been put in 
force with respect to defense programs. 


ongress. Would you care to 


ADMINISTRATIVE RESTRICTIONS ON AIR FORCE PROGRAMS 


Senator Symineton. Evidence of the foregoing was testified to 
before the Air Force Subcommittee last year in the form of withholding 
of funds, arbitrary ceilings, and other administrative procedures. 

Let me ask you a question, Mr. Secretary. Do you know about the 
latest incident of this character, directive 7200.4, issued on May 21, 
1957? 

Secretary Dovua.as. Yes, sir. 

Senator Symineron. As I understand it, if this directive is put into 
effect, it will change the procurement practice so that advantage can- 
not be taken of recoupments or advanced planning or procedures for 
shortening lead time. Would you agree to that? 
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Secretary Doveias. I am reluctant to answer that definitely, 
Senator. This directive and its effect on our procurement practices 
raises a great many complicated questions. It looks as if this direc- 
tive, as I interpret it on such consideration as I have been able to give 
to it, would materially affect Air Force procedures and the Air Force 
program. 

Senator Symineron. Now, I want to be very frank with you, and 
I know you want to be frank with me. I have great admiration for 
you and have had for many years. But you are going to give us the 
facts now. Is that right? 

Secretary Dovatas. Yes, sir. 

Senator Symineton. On that basis, as I understand it, the admin- 
istration is now trying to recoup some $669 million as cut by the House; 
is that right? 

Secretary Dovetas. That is correct. 

Senator Symrneron. And yet I understand that this action might 
cut you $3% billion in actual expenditures, and that is what really 
counts. Would you care to comment on that? 

Secretary Dovatas. Senator, I cannot comment on the figure, but 
it could have a very material effect on our program. 

Senator Symineron. Do you not think it extraordinary when, after 
the Congress expresses its fiscal approval of a proposed program, 
somebody in the Pentagon puts out a directive which could cut $3% 
billion out of the Air Force? What is the use of having these Senate 
hearings if that is what is going on? 

Secretary Dovatas. I like to think with respect to this directive 
at the present time, and I am able to think, that it is not the intention 
to have any such effect on the Air Force program as that, because it 
will be very serious from my point of view, and I do not think anyone 
in the Department of Defense or the Congress would find it acceptable. 


EFFECT OF DIRECTIVE 


Senator Symineron. It is issued by the Department of Defense 
I imagine that means Mr. Wilson has seen it, because surely we 
haven’t gotten to the point where the Comptroller’s Office issues 
directives under the Secretary’s name without the approval of the 
Secretary. As I understand it, this directive, so far as your P—100 
and P-200 funds are concerned, would decrease all Air Force procure- 
ment sharply in the fiscal year of 1958; is that correct? 

Secretary Dovatas. I think that is probably correct, as I under- 
stand the directive. 

Senator Syminecron. This is your first time before this committee. 
We appreciate your being frank. All we want are the facts. 

Secretary Douaetas. I want to be completely frank, but I really do 
not think it is easy to make black and white statements with respect 
to the effect of the directive. I think the gentlemen with me will agree 
with that statement. 

Senator Symineton. Any time you do not feel you know all the facts 
referred to, please consult anybody on your staff. As I understand it, 
this decision in the Comptroller’s Office to cut obligations heavily 
comes at the same time the administration is trying to reclaim the 
$669 million reduction of the House. But this new directive would 
further cut B—52’s and KC~—135’s which the Air Force needs. 
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After study, it would seem you need KC-—135 planes more than any 
others. But it would also curtail other aircraft presented and ap- 
proved in the budget as the minimum necessary for the country’s 
defense; is that not right? 


RESTRICTION ON USE OF RECOUPMENTS 


Secretary Dovuctas. You see, there are a lot of difficult problems 
there. You referred quite properly to whether or not the directive 
would, in effect, permit us to utilize recoupments as we had planned 
to do. It is possible that it would restrict the use of recoupments. 
But I cannot believe that that is intended, Senator. 

Senator Symincton. As I understand it, it would also curtail the 
production and the development of missiles; is that correct? 

Secretary’ Dove.as. It might. 


INTERPRETATION AND EFFECT OF DIRECTIVE 


Senator Symineton. Could General Asensio discuss this matter? 
I have never before talked to him about it. 

General Asensio. I can say this much, sir: Having only recently 
received the directive, we are now in the process of evaluating it. If 
taken in its most stringent terms, its most stringent interpretation, 
what you have indicated would be correct. There are, of course, 
certain things which have not been evaluated, such as the paragraph 
in the directive which is entitled “Exceptions,’”’ which states that pro- 
curements from research and development appropriations are excep- 
tions and such procurements as are specifically excepted upon approval 
of the Secretary of Defense. 

We have not presented any list of exceptions. Consequently, we 
really cannot talk definitively at the moment. 

Secretary Dovae.as. Senator, we are in the process of preparing 
a statement of the effects that we believe this directive would have. 

Senator Syminetron. I am glad we now have it out in the open. 
You will let the committee know what this directive will do, based on 
what has been approved; is that correct? 

Secretary Douc.ias. We will be glad to, if that is the committee’s 
desire. 

Senator Symineton. Have you filed your appeal yet? 

Secretary Dovcuas. No, sir; we have not. We have not even a 
draft of it. 


NOTIFICATION TO COMMITTEES OF REPROGRAMING 


Senator Cuavez. Mr. Secretary, getting back to the point of noti- 
fying Congress about your activity, after all, we are responsible for 
the money that the Defense Department gets. It is our responsibility, 
and I hope we meet it correctly. But in construction, before the 
Navy started the new project on the submarine base at New London, 
Conn., they came before the committee and told us about the matter, 
and asked our approval. 

Incidentally, we approved. 

Secretary Douc.uas. You are referring to reprograming? 
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Senator Cuavez. That is right. 
Secretary Dovetas. Yes. 


LETTER ON AIR FORCE ACTIVITIES 


Senator Cuavez. I have a letter here addressed to the chairman 
of the full committee, who, in turn, referred it to this committee. 

I wish to advise you of Air Force activities. Due to untimely higher cost and 
certain unbudgeted expenses in its activities, the Air Force has determined that 
projected expenditures of its operation and maintenance fund exceed those for 
fiscal 1957. Accordingly, the Air Force has notified its commands that they 
will curtail spending from operation and maintenance funds during the last 3 
months of the fiscal year in order to stay within the budget. Combat commands 
are expected to effect their savings through concentration of available funds on 
essential operational and training missions to the minimum impact on their oper- 
ation capability. If some curtailment of flying is necessitated, Air Force com- 
mands are authorized to take this step. 

Personally, I think that was correct. 

The question is this: The committee did not know anything about 
it until it was done. 

Secretary Dovatas. I do not know that there is any limit that I 
would put on it, of advising the committee of anything that the com- 
mittee is interested in. This particular situation that you referred 
to is the one that I described this morning at some length, where we 
had successfully made adjustments throughout the year to meet the 
available operation and maintenance funds, until we learned that a 
supplemental request for funds would not be made for the twenty- 
five-odd-million dollars. 

We had no alternative, if we could not present a supplemental, 
but to tell the commands that they would have to avoid spending 
money. Due to the time element in it, one way that we could 
accomplish the result was to add “and you are authorized to reduce 
flying.” 

Senator CHavez. Mr. Secretary, 1 know you were within the law. 
You must have been, or I am sure you would not have done it. But 
the question is this: In order to keep track of the funds that this 
committee and the Congress makes available for the Air Force, or 
the Defense Department, or any branch of the Defense Department, 
if you have to come to us to find out about construction reprograming, 
and we have to give approval before you go into construction, what 
is wrong with advising the committee beforehand as to your changing 
other programs? 

Secretary Dovatas. I think the answer is along the line I had in 
mind but probably did not make clear. That is that the changes in 
our procurement program are much more numerous, I believe, although 
our construction changes are fairly numerous, too. 

I think it would be a reporting or seeking consent to a task that 
committee would not be interested in undertaking. 


ENGINEERING CHANGE PROBLEMS 


What happens is this: We run into engineering change problems 
on aircraft. We tentatively stay with a production schedule on that 
aircraft and then, with prospective engineering changes, without 
changing all our schedules, we move to what we call a new procurement 
schedule. 
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We issue an order affecting one item. We may do that with respect 
to an engine, with respect to an electronic system, with respect to 
a thousand different items. 

In that situation, it seems to me that a report at whatever is a 
reasonable interval to keep the committee fully advised is an appro- 
priate way to meet the question. 

Senator CHavez. But any kind of a change of reprograming might 
include extra expenses, is that correct? 

Secretary Dovatas. No, sir. 

oer Cuavez. You have to keep it within the money appro- 

riated? 
F Secretary Doucuas. Yes. We cannot contract except when we 
have the money. 

Senator Symincion. May I proceed, Mr. Chairman? 

Senator Cuavez. Yes. 


EFFECT OF DIRECTIVE 


Senator Symineron. Getting back to the question of this directive, 
if it means what it says, it would take about six times more out of the 
Air Force budget than the administration is currently trying to get 
back as the results of cuts by the House. 

Secretary Dovetas. I do not think the Defense Department is 
trying to do that, Senator. But the directive certainly raises the 
question. 

Senator Symineron. As I understand it, in the P-200 category, 
procurement other than aircraft, the practice has been to overprogram 
up to as much as 15 percent. The extent that production delays 
prevent procurement of the program during the fiscal year in question, 
the deferred items are carried over and become first charges against 
the next year’s program. Is that correct? 

Secretary Dovauas. Yes, sir. 

Senator Syminetron. And such practice permits a more even flow 
of components, spares, and long-lead-time hardware into the Air 
Force and help keep down cost through a steady production flow from 
industry. 

I was trying to make the point, with you and for you, this morning 
that you want a longer lead time, in order to have better planning. 

Secretary Dovatas. Yes, sir. 

Senator Symineton. As I understand it, directive 7200.4 would 
change these practices by preventing the direction or authorization 
of procurement in advance unless funds are actually available under 
the DOD financial plan. Is that correct? 

Secretary Dovuauas. Yes, sir; I think that is correct. 

Senator Symineron. Now we are getting down to cases. 

This directive goes on to state that any procurement, and I quote: 
directed or authorized and not yet wholly consummated, will be rescinded or 
modified to conform to this policy. 

Is that right? 

Secretary Dovetas. That is what it says. 
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Senator Symineron. Then that means your whole program is blown 
apart, so far as long-range planning is concerned, does it not? 

Secretary Dovuatas. In the 200 account that is certainly so, unless 
exceptions are made. 

Senator Syminetron. You have 2 days to make exceptions, based 
upon the unusual aspect of “Speak now, within 10 days, or forever 
hold your peace,” contained in the directive. 

Secretary Dovuauas. That is the way it reads. 

Senator Symineron. I understand you saw the directive before it 
was sent you, and had a chance to talk about it before it was actually 
signed. Presumably there will not be too much done about it, there- 
fore, unless this committee gets into it. 

Senator SatronstaLt. Would the Senator say who signed this 
memorandum? 

Senator Symineron. Mr. C. E. Wilson, Secretary of Defense. 

As I understand it, this means that the full program of letter con- 
tracts, which now do not exceed 40 percent of the planned program, 
will be charged against the current fiscal year, is that correct? 

Secretary Dovatas. Yes. 

Senator Symrneton. Since there is not sufficient obligational au- 
thority under the current allotment to the Air Force for 100 percent of 
these commitments, the contracts will have to be canceled, or reduced 
sharply; is that correct? 

Secretary Douctias. That would seem to be the conclusion. 


EFFECT OF DIRECTIVE ON 1958 PROGRAMS 


Senator Syminetron. In addition, if there is insufficient obligational 
authority for the fiscal year 1957 to conform all outstanding trans- 
actions to this policy, such amounts will be first charges against obli- 
gational authority to become available under the 1958 financial plan, 
is that correct? 

Secretary Doua.as. Yes, sir. 

Senator SymineTon. This means that instead of having $7.395 bil- 
lion as requested for aircraft and related procurement for new obliga- 
tional authority for the fiscal year 1958, the Air Force will have about 
$3.5 billion less, or $3.87 billion less; is that correct? 

Secretary Dovetas. I cannot say that it is or is not. 

Senator Symineton. When will you be able to tell this committee 
about that? 

Secretary Dovatas. I mean that is based on an interpretation of 
the whole directive in relation to the whole Air Force program, and 
that is a conclusion that we have not reached. 


REASON FOR ISSUANCE OF DIRECTIVE 


Senator Symineton. Do you have an opinion as to why this direc- 
tive was issued? Is it not because expenditure funds were arbitrarily 
taken away from the Air Force last year? 

Secretary Dovetas. No, I do not think so, sir. I think that the 
principal reason that the directive was issued is that defense expendi- 
tures are running substantially ahead of the estimated expenditures. 

Senator Symineton. Who made the estimates? 

Secretary Douetas. The estimates were made by the services and 
by the Department of Defense. 











DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 311 










FINAL DECISION ON AIR FORCE ESTIMATES 









Senator SyMinaTon. Are you saying that the estimates that resulted 
in this directive were made by the Secretary of the Air Force, or by the 
Comptroller of the Department of Defense? 

Secretary Douauas. Well, they both participated. 

Senator Symineton. Who had the final decision as to what the Air 
Force would or would not expend? 

Secretary Douauas. The Secretary of Defense and the Bureau of 
the Budget. 

Senator Syminatron. Theefore, what this directive really is, get- 
ting right down to cases, is a decision that prevents the Air Force 
from spending future money, because past money has not been given 
to it in accordance with previous decisions in the Department of 
Defense. 

Secretary Douauas. No, sir, I cannot agree with that statement. 

Senator Symineron. Would you have the person who knows the 
most about the question of money 

Secretary Douatas. Believe me, I am greatly concerned with the 
effect of the directive. I would be happy to advise you as to our 
conclusions, and also as to our position with respect to it. 





EXPLANATION OF REASON FOR DIRECTIVE 





Senator Symineton. Mr. Secretary, I have not discussed this mat- 
ter in any way at any time with anybody at the table but you. I 
ask this: Would you have the person you think knows the most about 
it explain why this directive has been issued? 

Secretary Doveuas. At this table? 

Senator Symineton. Yes. 

Secretary Douctias. I would be glad to have any volunteer answer 
that, if it pleases the Senator. 

Senator Rosertson. | will nominate General Moore. 

Senator Symineron. I do not have a copy of the directive at this 
time. 

Senator Cuavez. | trust General Bogart or General Asensio can 
give us the information. 

Before we go into that, I want the Secretary to feel that the question- 
ing is not intended to be in any way antagonistic, because you have 
a very favorable committee to the Department of the Air Force and 
to the Department of Defense. We know what they mean to the 
national defense and security of the country. 

You go ahead and make your answers as you understand it. No 
one will question motives at all. 

Senator Syminetron. In my opinion, Secretary Douglas comes to 
his position probably knowing more about it than any other person 
who has been Secretary of the Air Force. I know he knows there is 
nothing personal in these questions. 

I know that in his heart he must be sympathetic when we turn over 
the rug and pull this business from underneath it. 

Whereas the Administration is trying to get some $669 million 
back, actually they have issued a directive which may take up to $3.5 
billion away from the Air Force, and which completely mixes up any 
businesslike planning. 
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I now re-present my question. Why was it done? I think I know 
why it was done, but would like the person on your staff who knows 
the most about figures to say why it was done. 

Who made the mistake last year, and where was it made. That is 
what I want to know. 

Secretary Doucuas. That raises a question 

Senator Symineron. I raised the question, and hope for an answer, 





DIRECTIVE DESIGNED TO CONTROL EXPENDITURES 


Secretary Dova.tas. As to why estimates on expenditures were 
underestimated. I sincerely think that this directive, although I 
think it is inappropriate in a number of ways, is aimed at a method of 
pecaneng control of expenditures, and the expenditures have run very 
righ. 

The real question that then comes up is why did we have trouble 
with the estimates. 

There are a number of reasons why our estimates were low, and I 
think that General Bogart can probably make a statement that 
would be complete on that, perhaps better than anyone at the table. 

Senator Symineron. I am not asking why your estimates were low. 
I am asking who was the person who arbitrarily said what expendi- 
tures would be? Was it in the Department of the Air Force? This 
directive is attempting to adjust a mistake. I have seen some ac- 
companying directives which went with it. 

Let me show you what is in my mind. You come up here with 
your staff and talk a lot about appropriations. But permitted ex- 
penditures are at least important. It reminds me of a fellow who 
said, ‘‘When I die, I will leave my wife $500,000.”’ The lawyer said, 
“You haven’t got any $500,000.’ The man replied, ‘I know, but it 
will look great in the papers.”’ 

It does not make much difference how much this committee re- 
duces your appropriations or raises your appropriations, if you are 
not going to be allowed to spend the money they approve. You now 
have a directive refusing to allow you to spend up to $3.5 billion that 
the Congress has approved, based on your submissions. 

Early this morning we discussed an amendment where the Con- 
gress put up $40 million in order not to throw men out of the Marines 
who volunteered, at the same time we were drafting men off the 
farms and out of the cities who did not want to get in uniform in 
peacetime. $40 million is one thing—but $3.5 billion is another. 

Secretary Dovetas. Senator, I don’t think the $3 billion is entirely 
an appropriate figure. But it has been stated that an interpretation 
of the directive might raise a question of affecting the program that 
much this next year. 

I want to make it clear that I think it is an academic figure, for all 
= purposes, in connection with the appropriation for the Air 

orce. 

Senator Symineton. Have you made such a reclama? You have 
2 days to do it, based on the directive. 

Secretary Dovetas. There will obviously have to be conversations 
about this directive and it may be after 2 days. 

Senator Symineron. Do you expect to do some talking between 
now and the first of June? 

Secretary Dovetas. Yes, sir. 


pe 
sk 


y 
W 


QO a 


YF. 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 313 






CANCELLATION OF CONTRACTS 







Senator Symineron. Under this directive, unless you do get some 
relief, expenditure ceilings for the fiscal year 1958 will necessitate the 
cancellation or curtailment of contracts entered into in 1956 and 1957, 
for which deliveries come due in 1958. Is that correct? 

Secretary Dovatas. That could be so. 

Senator Symincton. When you say it could be so, will it be so, 
unless you get relief? 

Secretary DouaGuas. Senator, I really can’t tell. 

Senator Symineron. Is there anybody who can? 

General Asens1o. We can’t tell, sir, until we see the extent of the 
exceptions. 

Senator Symincron. You have 2 days to get the exceptions in. 
I am glad we had these hearings before the 10 days were up. 

Now, at least, the people know more about what is going on. 

If you do not get the exceptions, then what I state is true, is that 
correct? 
General Asensio. I think that that would undoubtedly follow. 


















EFFECT OF DIRECTIVE IN FUTURE YEARS 










Senator Symincton. Let me ask another question. 
Curtailment of 1958 contractual authority will not cut 1958 ex- 
penditures as much as it will cut deliveries and expenditures more 
sharply in 1959 and 1960, is that correct? i 
General AsEnsio. Yes, sir. | 









Secretary Douauas. Yes, sir. That would always be true if you 
reduced the program in 1958. 

Senator SymineTon. If the force levels are to be maintained, the } 
valleys in procurement will be followed by a sharp peak in subsequent . 
years, as the Air Force attempts to recover from this new policy, unless 
we have changes in the program, is that correct? 

Secretary Dovaxas. I don’t think that the defense business is 
being run the way you interpret that directive, or I would be more 
concerned than I am, sir. 

Senator Symineton. In other words, you think the directive does 
does not mean what it says? 

Secretary Douetas. I think that it does not apply to the Air 
Force program the way it has been interpreted to you, sir. I cannot 
prove that at the present time, Senator. 

Senator Symineron. You mean you do not think the directive 
applies to the Air Force; that it only applies to the Army and Navy? 

Secretary Doua.as. No. 

Senator Symineron. I want to find out.- Here it is in writing, 
signed by the Secretary of Defense. You are the Secretary of the 
Air Force. It was put out on the 21st of May and it gives 10 days 
for objection. Otherwise, it is the final word. 

Secretary Dou as. That directive is being applied through a very 
complicated process. 

Senator Symineron. Maybe General Moore would know something 
about it. 

Secretary Dovuatas. It is not possible to interpret it with the black 
and white conclusions that you suggest. 
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Senator Symineton. If you say something in writing, reach a decj- 
sion, it is either black or white, is it not? 

Secretary Dovetas. Next week I will be much more articulate on 
this directive than I am today. 

Senator SALTONSTALL. Is the Senator finished? 

Senator Symineton. No. 

Senator SALTONSTALL. I have not read this, Mr. Chairman, but I 
have listened to this questioning. 

I would suggest, Mr. Chairman, that we ask Mr. McNeil to come 
right down here and explain what this directive is and what its purpose 
is, and let the distinguished Senator from Missouri ask him all the 
questions he wapts. 

Senator Symineton. The junior Senator from Missouri has an en- 
gagement shortly, but I will be here tomorrow and Friday, and will 
be glad to discuss anything with anybody the distinguished Senator 
from Massachusetts arranges about with the chairman. 

Senator CHavez. We are not going to meet on Thursday, which is 
Decoration Day, or on Friday. 

I still think that the Secretary is trying to answer the questions the 
best way he knows how. 

I would like to have you proceed with the Secretary. We will get 
Mr. McNeil up here. 

Senator Symineton. Thank you. 

The directive is issued as a statement of policy, and not on the basis 
of any exceptions which the Secretary of Defense may allow. Let the 
record be clear on that. 

Mr. Secretary, have you heard of the Cordiner report? 

Secretary Dove.as. Yes, sir. 

Senator Syminaton. What do you think of it? 

Secretary Dovatas. I think it is a good report, and I think that its 
implementation would be a great advantage to the Air Force. 

Senator Symineton. Is there any part of it you do not approve of? 


PAY PROVISIONS IN HIGHER GRADES 


Secretary Doug.as. Such study as I gave it, and I am talking only 
about the report with respect to military personnel since I have never 
studied the civilian part of the report, has my wholehearted approval 
with the possible exception of some of the pay provisions in the higher 
grades. 

Senator Symineton. You do not go for that? 

Secretary Dovatas. I am just inclined to think that they are not 
entirely practical. But with slight revisions, I think the report 
deserves my wholehearted approval and has it. 

Senator Symrneton. Which grades are you referring to? 

Secretary Doucuas. Some of the highest grades in the military in 
relation to other pay grades in Government. 

Senator Symineton. Have you not always felt it was unusual for 
a man who attains 4 stars in the military service to retire at the pay 
of a 2-star general? 


Se 
Se 
star 


eral 


bus 
ma 

w 
or | 


the 


sel 
th 
lis 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 315 


Secretary Douvauas. Yes; I have. 

Senator Symineron. And the same would be true, in effect 

Secretary Douglas. I would like to see him retire with his 4- 
star pay. 

Senator Symineton. And the same would be true of a 3-star gen- 
eral; would it not? 

Secretary Dovatas. That is correct. 

Senator Symineton. Do you know of any pension plan in private 
business where the president retires at the same figure as a works 
manager or superintendent? 

Secretary Dovetas. I had not directed my remarks to retirement 
or pension. I was just referring to a possible consideration of some of 
the pay grades in the report. 


REENLISTMENT RATES 


Senator SymineTon. Specifically, you would agree that there is a 
serious matter about the proposed E-8 and E-9 grades, and the fact 


that personnel is not being kept in the Air Force after first-term en- 
listments. 

Secretary Dovuctas. Yes, sir. 

Senator Symineron. And there is a considerable number of modern 
airplanes now on the ground because they cannot be flown due to 
lack of trained maintenance personnel. Is that correct? 

Secretary Dovucuias. Yes. I think we can get some benefit out of 
the report under existing law, but I would like to have more of the 
report before me. 

Senator SymrnerTon. It is true, is it not, when you and Secretary 
Quarles and the Chief came up last time, you emphasized the personnel 
situation, how lopsided it was, as against procurement? 

Secretary Dovetas. I did today. 

Senator SymineTon. Since last year it has gotten worse instead of 
better; is that correct? 

Secretary Dovatas. I think not. 

Senator Symrneton. You think it has gotten better? 

Secretary Dovetas. I think it is somewhat better. 

Senator Symineton. The reenlistment rates? 

Secretary Dovueuas. Yes. 

Senator Symrneton. I think you are right. It went from 6 to 13 
percent, did it not, in the technical grades? 

Secretary Dovetas. I would say that the technical grades at the 
end of the first term were a little higher than that. 


BUDGET REQUEST TO SECRETARY OF DEFENSE 


Senator Syminecton. What was the figure that the Air Force asked 
for in December, asked the Secretary of Defense to have? 

We have asked that of the other services. 

Secretary Dovuetas. The figure that we asked for? 

Senator Syminctron. That you presented as necessary to run the 
Air Force properly on the basis of the program. 

Secretary Dovaias. Twenty-one billion dollars. 

Senator Syminetron. What did you finally receive? 

Secretary Doveias. We are now before Congress with a request 
for $17,624 billion. 
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Senator Symineron. How can you support this budget if as late 
as last December you thought you needed $21 billion? 

Secretary Dovetas. There are different things in the program. 

Senator Symrneron. Like what, for instance? 

Secretary Douatas. On the B—52’s, there is a change. 

Senator Symineton. Why do you think that change is justified? 

Secretary Doucuas. I wonder whether it is perhaps practical to go 
into a discussion of changes in programs of that sort in public session, 

Senator Symineron. All right, Mr. Secretary, I will withdraw my 
question. 

I read in the paper only this afternoon that you are going to fly 
an Atlas missile today. 

I thought that was a rather important matter, not to be discussed 
publicly. 

Secretary Dovaeuas. I read it inthe paper. That is a rather unusual 
form of announcement. I have no comment to make on that. 

Senator Symrneron. Thank you, sir. 


REDUCTION IN FLYING HOURS 


When we were in Germany last month, we found out that our 
flyers over there, right on the front lines to function as fighting men 
in case NATO is attacked, have been cut from 600 hours per squadron 
to about 400 hours; and, therefore, they are getting per man about 
14 hours per month instead of 20. 

We were told at Bitburg, for example, that this reduced their flying 
effectiveness and efficiency. 

Is that one of the reasons why you would like to get your mainte- 
nance and operations money back? 

Secretary Douatas. Correct. 

Senator Symineton. Do you know about that condition? 

Secretary Doua.as. I think, Senator, that the reduction to about 
14 hours per month for fighter pilots and tactical air wings is part of 
this reduction in flying time iv the last 90 days. That is just the figure 
that fits into that. 

Senator Symineton. Would you say that again? I did not quite 
follow you. 

Secretary Douaeias. The effort to reduce O. and M. expenditures 
in the last 90 days which I have referred to a couple of times, and 
which resulted in authorization to commands to reduce flying hours 
as much as 30 percent during the last 90 days of the present fiscal year, 
is the reason for the reduction to about 14 hours per fighter pilot per 
month in the Air Force in Europe, and that situation exists through 
this month and through next month. 

But you are quite right that we would risk some such situation if 
we did not get the O. and M. money back. 

Senator Symineron. I am not quite sure I understand your answer. 

There are just a few more questions, and, Mr. Chairman, may I 
thank you and the committee for allowing me this time. 


CANCELLATION OF C—132 PROGRAM 


This question of airlift. We started the C-132 program. In a 
statement made by your predecessor, Secretary Quarles, before the 
Armed Services Committee, he said the reason we were canceling out 
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the C-—132 in which we had an investment of over $90 million was 
because we were concentrating on the C-133. 

Yet in the present budget there is no money to build any C-133’s. 

I do not see how you could be concentrating on the C-133’s as a 
justification for cancellation of C-132’s if you were not going to build 
any of the former. 

Would you care to comment on that? 

Secretary Dovuatas. Yes, sir. 

It is not worth trying to qualify the idea of concentrating on one 
instead of the other. ‘The C—133 is the airplane we would have to look 
at and look to, to do pretty much the job that was anticipated for the 
C-132. 


PRODUCTION OF C~133 TRANSPORT PLANES 


There are 35 C-133’s in the Air Force program. They are all 
financed out of 1957 and prior year funds. The production program 
on the C-133 runs through the 1958 buying period, so that we have a 
reorder capability with 1959 funds. 

Senator Symineton. How many are you building? Thirty-five? 

Secretary Douc.uas. Thirty-five. 

SENATOR SyMINGTON. Are 35 air transports going to handle your 
obligations to the Army? 

Secretary Dovetas. No; not 35, but these 35 will considerably 
increase our capabilities for the Army and ourselves and everyone 
else, Senator. 

ADEQUACY OF AIRLIFT 


Senator Symineron. Last summer, we had testimony from several 
members of the Army, and I think some supporting testimony from 
the Air Force, that the Air Force could not lift and properly support 
a single division overseas. 

Is that situation going to be rectified by any such policy as this 
when it comes to buying modern transports, strategic airlift planes? 

Secretary DouGuas. Senator, we can provide, through troop 
carrier and the strategic lift and MATS, a very large lift. We can 
move the air-transportable components of Army divisions. 

It takes some length of time. I think you are assuming, as I am, 
the problem of figuring out how long it would take us to lift a division 
with so many tons of cargo from here to the Middle East or from here 
to the Far East, or wherever we might be going. 

It is a very big lift. We have, certainly, something over 1,300 
transport aircraft. 

Senator Symincron. Counting tactical troop carrier aircraft? 

Secretary Douauias. That would count tactical troop carrier air- 
craft. 

Senator Symineton. I was not. I was thinking about strategic 
airlift. 

What would happen if you lost the Azores and Iceland as bases? 

Secretary Doucias. We would not have very many aircraft that 
could go to Europe with a considerable load. 

The C-—133 could carry a big payload without stopping on the way. 


RATE OF DELIVERY ON C—133’s 


Senator Symincton. How many years are you going to take to 
make the thirty-five 133’s? 
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Secretary Dovuauas. I would think that delivery would end about 
the first quarter of fiscal 1960. 

Senator Symineton. How many months would that be that you 
are working on this 35? 

How many C-133’s have you built? 

Secretary Dovuatas. I think seven. 

Senator Syminecton. How many years have you been working on it? 

General CaLLAHAN. We have accepted six C—133’s. 

Senator Symineton. So you are building about two-thirds of an 
airplane a month. Is that much of a production schedule? 

Secretary Douctas. That is not much of a production schedule. 

Senator Symincton. If you had enough money, you would build 
more; would you not? 

Secretary DouGuas. I would like to see more of those transports 
in the Air Force. 

Senator Syminctron. Certainly the Army would like to see more. 

Why do you not build more, then? Is it a fiscal restraint? 

Secretary Doucias. No. As I understand it, it is the Joint Chiefs’ 
position that our present airlift capability is sufficient for present 
strategic planes. 

Senator Symineton. There is no idea that the Air Force wants to 
turn the Army into an antiaircraft and civil-defense organization, is 
there? 

Secretary Dovuauas. No, sir. 

Senator Symincton. If there were, some might say let the Marines 
do the whole job. They are satisfied with their lift. 

Do you think we can move the Army by ship? 

Secretary Douetas. No; we have a lot of airlift for the Army. 

Senator Symrneron. I have studied it pretty carefully. You can- 
not lift and support properly overseas a single Army division, unless 
you take airlift out of SAC, and even then it would be close. 

Secretary Dovatas. It will not happen at the same time for every- 
body. There is no question about that, sir. 


KC-135 PRODUCTION 


Senator Syminetron. I would like to pursue that with the Chief of 
Staff. He and I have had discussions on this before. 

Finally, a question about the KC-135. There was a statement 
recently in the House that the Air Force is badly remiss in that it has 
not used other airplanes for tankers instead of going to KC-135 pro- 
duction; that actually what you were doing was trying to get some 
transport jets with your KC-135’s. 

Secretary Dovetas. I was advised of that statement, and I was 
somewhat amazed by it. 

Senator Symineton. Would you comment on that? 

Secretary Dovetas. We are buying KC-—135’s, because it is abso- 
lutely essential to have a modern jet tanker to operate with the 
B-—52’s, to give the B—52’s maximum effectiveness. 

I have never heard suggested in any discussion in connection with 
the KC-135’s any suggestion that they were being purchased as 
transports, or that they were desirable in themselves as transports. 

They are required, because we require them as tankers. 
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It is true that we would have a transport capability if you did 
not have to use them as tankers. But if the bell rings in a big show, 
there won’t be too many KC-—135’s for use as tankers. 

Senator SyminetTon. Recently, you sent some B—52’s around the 
world in a new record time; is that correct? 

Secretary Doveatas. Yes, sir. 

Senator SymMineton. But you could have sent them around in a 
much shorter time if you had KC-—135’s to refuel from instead of 
KC—97’s; is that correct? 

Secretary Dovatas. Definitely less time. 

Senator Syminaton. So the success or failure of a mission of Ameri- 
can boys in a possible war might depend upon whether or not we had 
modern jet tankers; might it not? 

Secretary Dovuatas. I think the modern jet tanker program of the 
Air Force is one of its very top priority programs. 

Senator Symineton. Then why did you cut it in the revised budget? 

Secretary Dovuetas. We did not quite cut it. We do not build 
them as fast as we anticipated doing. 


NUMBER OF KC~—135’S IN BUDGET 


Senator Symrncron. How many did you have in your $21 billion 
request in December, for monthly production? 

Secretary Dovatas. I doubt 1f we had very many more for the 
1958 program, but we would have had a substantially larger program 
and we—well, we had 240 for the year. 

Senator Symincton. And how many have you now? 

Secretary Dovatas. 180. 

Senator Syminatron. One hundred eighty? 

Secretary Dovauas. I wish to point out this, that this 15 a month 
instead of 20 a month, as a companion piece to the B-52 rate, will sup- 
ply the 2-to-3 ratio that is the Air Force program, I think about 2 
months later than would otherwise be the case. 

Senator Syminecton. How many KC-—135 tankers did you have in 
your request to the Department of Defense for the fiscal year 1958 
budget, and how many have you now been allowed as the result of the 
cuts? One and two, two figures. 

Secretary Dovetas. I now have the figure. I said 180. It is 157 
in the 1958 program. 

Senator Syminaron. How many did you originally ask for? 

Secretary Dovetas. Two hundred forty. But that would not 
have been the case against the 11-wing program. That was based on 
continuing B—52 production at the top rate. 

Senator Symineaton. One of the reasons that you told us you were 
reducing B-52 production was because the B—58 was looking better; 
is that correct? 

Secretary Dovatas. I think that that is a factor. 

Senator SyMInGron. You told us it was a factor; that is, the Air 
Force told the Armed Services Committee. To do the same mission, 
you need more KC-—135’s with the B-58 than you would with the 
B-52, would you not? 

Secretary Doucias. Yes; you would. 

Senator Symineton. Then what is the reason for cutting the 
KC-—135’s further, unless it is money? 
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Secretary Doucuias. The present program, I am confident, will per- 
mit meeting any B—58 production program that may be adopted. 

Senator Symineton. Would you repeat that? 

Secretary Doucuas. The present program on KC-—135’s will permit 
meeting any B-58 program of production that may be adopted. 

Senator Symrnerton. Is the figure of the ratio of tankers to bombers 
an unclassified figure? 

Secretary Doucuas. I mentioned the present one on the B—52 as 
2 to 3. 

Senator Symincron. And your production schedule on KC-135’s 
takes care of your production schedule on B-52’s that you report to 
us you are going to build? 

Secretary Doucuas. That is right. 

Senator Symincton. They phase in at the same time? 

Secretary Doucias. No. They will be about 2 months later than 
the accelerated schedule would make them available. 

Senator Symineton. Accelerated schedule on what? 

Secretary Doucuias. Twenty a month on tankers. 


ADEQUACY OF FISCAL YEAR 198 BUDGET 


Senator Cuavez. Mr. Secretary, the committee, of course, has a 
lot of respect for budgetary recommendations, but you have a respon- 
sibility to the American people. 

This is the question: The committee has lots of respect for a recom- 
mendation made by the Budget Bureau. But, after all, the respon- 
sibility, as far as the Air Force is concerned, is yours and the Air 
Force’s. Irrespective of Bureau of the Budget recommendations, do 
you need more money? 

Secretary Doveuas. I think the program is a satisfactory program, 
and I rely to some extent on the views of the Joint Chiefs of Staff for 
that opinion. 

Senator Cuavez. Allright. Now, in December, as you stated, you 
wanted more than you are asking for now. 

Secretary Doucias. That is our minimum essential Air Force pro- 
gram. That is correct. 

Senator Cuavez. What you are asking for now is the minimum, 
but could you use what you asked for in December? 

Secretary Douctas. Well, we haven’t the same reason for it now, 
Mr. Chairman, because the request in December, or when we pre- 
sented a $21 billion estimate, was based on including or building up to 
17 wings of B-52’s. That was predicated on going to the 20-a-month 
rate on B-52’s. And our assertion as to tanker requirements at that 
time was based on the larger B—52 program and the accelerated rate 
of production. Now, with the approved program for 11 wings, I 
think that the existing tanker program is a satisfactory program. 

Senator Cuavez. Your Department has come to the conclusion 
that you can meet your requirements with what you are now asking 
for in this bill? 

Secretary Dovatas. That is correct. 

Senator Symineaton. I make this comment, Mr. Chairman. The 
Air Force, of course, has problems in its money situation. I am very 
glad, therefore, that one of America’s outstanding businessmen, Mr. 
Douglas, has taken this job. I also report to the chairman and the 
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committee that in preparation for this hearing I flew to Dayton and 
had a complete briefing by the head of Wright Field, who was the 
Comptroller of the Air Force for many pee and who, in my ee 
is the best man on figures, in or out of private business, that I have 
ever met, General Rawlings. If it would meet with the Chair’s 
approval, I would like to file at this point in the record a very short 
summary of operations of the Air Force, presented to me in Dayton 
Monday. 
Senator Cuavez. You may do so. 


DEPARTMENT OF DEFENSE DIRECTIVE 7200.4 


Senator Symineton. Mr. Chairman, I also ask unanimous consent 
to file at this point in the record this extraordinary directive, about 
which I will have more to say later on. It is dated May 21, 1957, 
and called No. 7200.4, signed C. E. Wilson, Secretary of Defense. 

Senator CHavez. What is the date? 

Senator Symrineron. May 21, Mr. Chairman. It says: 


Implementation: Copies of the military department regulations or instructions 
in implementation of this directive shall be submitted to this office for approval 
within 10 days. 


That is pretty close to now. 

Senator Cuavez. It will be received and made a part of the record, 
and I hope the Senator will get a copy of the implementation regula- 
tions so that they can be part of the record at this point. 

Senator Symineton. Thank you, Mr. Chairman. 

(The document referred to follows:) 


May 21, 1957. 


No. 7200.4 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Funding of Procurement Contracts and Interdepartmental Requests 
and Orders for Procurement 
I. PURPOSE 


The purpose of this directive is to insure orderly execution of the procurement 
programs of the Department of Defense within the appropriations and funds 
available. 


Il, AUTHORITY 
The National Security Act of 1947, as amended. 


lll, SCOPE 


The provisions of this directive are applicable to all organizational subdivisions 
of the Department of Defense to which appropriations or funds for procurement 
are made available. 

IV. POLICY 


A. No procurement of materiel, equipment, or work or services in connection 
therewith shall be directed or authorized unless adequate appropriations and 
funds are available under the applicable Department of Defense financial plan 
(1) for obligation, (2) set aside in the form of a commitment, or (3) set aside in a 
reserve account in an aggregate amount sufficient (a) to complete the procurement 
of a specified number of end items (including, where applicable, initial spares 
and spare parts) usable either in service units or for test and evaluation, or (6) 
when specifically provided for under a current apportionment of funds, to com- 
plete a preproduction program or procure components in advance of the fiscal 
year in which the related programed end item is directed to be procured. Any 
procurement directed or authorized and not yet wholly consummated will be re- 
scinded or modified to conform to the policy stated herein. 
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B. No contract or military interdepartmental procurement request or other 
order for procurement of materiel, equipment, or work or services in connection 
therewith shall be executed (1) unless the officer directing or authorizing the 
procurement has determined in writing that such procurement is a part of q 

rogram directed or authorized under A above and &) unless funds are available 
or obligation by the officer executing the contract or military interdepartmental 
order or other order in an amount sufficient to procure the specified number of 
items, components, or the specified work and services. 

C. When letter contracts and letters of intent are utilized to effect procurement 
for materiel, equipment, work or services in connection therewith, any amount 
committed but not yet obligated under such arrangements shall be regarded ag 
a charge against the obligational authority apportioned under the financial plan 
for the current fiseal year, but any such amount will not be charged against the 
limits of the obligational authority otherwise established under the Department 
of Defense financial plan for the succeeding fiscal year. 

D. Immediate steps will be taken to modify any contract, military interde- 
partmental procurement request or other order for procurement to conform with 
this policy. If for any reason there should be insufficient obligational authority 
available in fiscal year 1957 to conform all outstanding transactions to this policy, 
such amounts as may be necessary to do so will be a first charge against obliga- 
tional authority to become available under the financial plan for fiscal year 1958. 

E. For the purposes of this directive, all estimates shall be based upon the 
latest available firm prices. In the event firm prices are not available the best 
current working estimate of cost shall be used and adjustments will be made 
promptly when evidence of significant variation in costs becomes available, 


Vv. EXCEPTIONS 


The following procurements are excepted from the provisions of this directive. 
1. Procurements from research and development appropriations. 
2. Such procurements as are specifically excepted upon approval of the Secretary 
of Defense. 
VI. IMPLEMENTATION 


Copies of the military department regulations or instructions in implementation 
of this directive shall be submitted to this office for approval within 10 days. 


C. E. Wiuson, Secretary of Defense. 


Senator Symineron. I also make this observation, based on some 
years in the Pentagon and my experience in the Senate: Regardless 
of any lipservice with respect to unification in the Pentagon, I still 
agree with President Eisenhower’s statements to the Congress, and 
what he said at his press conference week before last, about the lack 
of unification. 

I have never seen anything which illustrates more clearly the 
impotence of a department under.the present loose setup, than this 
directive. It is bound to cause confusion, duplication, and therefore 
waste. It shows clearly the decisions of the Congress again are not 
being carried out, and the people are being misled. 

Senator SaLTonsTALL. Migit I ask a question, if it is my turn? 

Senator Cuavez. You may proceed. 


EFFECT ON EXPENDITURES OF MISSILES PROGRAMS 


Senator SaLTonsTaLL. To understand this a little better, Mr. 
Douglas, let me ask you this: Has not the ballistic and guided-missile 
research and development program, so far as it comes under the Air 
Force, been given a very high priority by the National Security 
Council? 

Secretary Douatas. The top priority. 

Senator SALTONSTALL. And as a result of that top priority, and as 
a result of developments under it, the Air Force has gone ahead faster 
than it was anticipated that it was going to go ahead; is that correct? 
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Secretary Dovatas. It has gone ahead very, very rapidly, and we 
have found that we can move faster in this development work, and 
that the requirement for funds has been increased much more rapidl 
than in any other type of program of such magnitude that we have had. 

Senator SALTONSTALL. As a result of that, the over-all Defense 
Department expenditures in this fiscal year have gone ahead almost 
$2 billion or over $2 billion more than originally estimated; is that 
correct? 

Secretary Dove.tas. That is correct. 

Senator SarronstTaLL. And how much of that is in the Air Force? 

Secretary Douaias. Well, certainly half of it. 

Senator SaLtronsTaLu. Certainly half of it? 

Secretary Douatas. Yes; more than half of it. 

Senator SatronsTaLy. More than half. So that the Air Force this 
year has spent over a billion dollars more than it was originally 
estimated it would spend? 

Secretary Doue.as. That is correct. 

Senator SALTONSTALL. And, as: a result of that, some of these 
programs, and so forth, these programs and plans that you have m 
mind, being further ahead, the funding of those programs and the 
planning for those programs and the funds requested for those 
programs have run behind; is that a fair statement? 

Secretary Dovatas. I am not sure that I quite understand that. 

Senator SaLrTonsTaLu. Well, let me ask it again. 

As the expenditures have run ahead, you have run out of money 
faster than you anticipated; so that your forward money is less than 
you had originally anticipated. 

Secretary Dovatas. That is correct. 

Senator SaLtronsTauu. And as a result of that, either you have to 
have more money in the next fisca) year, if you are going to live up 
to this plan, or else exceptions are going to be granted to this directive. 

Secretary Dovuatas. That is correct. 


EXCEPTIONS TO DIRECTIVE 


Senator SALTonsTALL. Now, the two exceptions that are made 
here, in this directive: The first one is procurement from research 
and development appropriations. So that would come directly 
within the research and development of the ballistic and guided 
missiles? 

Secretary Douatas. Well, it would as to some part of the program 
and expenditure, but I think as to most of the ballistic program, that 
would not be the case, because the program is now really on con- 
tracts for end items, and that type of contract is the contract that 
the directive deals with. 

Senator SaALTonstTaLL. Now, how about the B—57? 

Secretary Dovatas. The B—58? 

Senator SaALronsTaLL. The B-58. 

Secretary Doveias. The B-58 would also be affected by the di- 
rective. 

Senator SALTONSTALL. Because it would be going beyond the re- 
search and development stage? 

Secretary Dove.as. That is correct. 

Senator SALTonsTALL. Now, the second exception: Such procure- 
ments as are specifically exempted upon the approval of the Secretary 
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of Defense. If your program and your research work has gone ahead 
faster than you originally sbunteenplandd, so that you have spent more 
money, will it not be your responsibility in the next 2 days before the 
time that this directive runs out to get those exceptions? Are those 
not legitimate exceptions? 

Secretary Dove.as. Yes, sir. I think what is more likely to 
happen than that is that we will say to the Secretary of Defense: 
““We are studying this problem. We recognize that from your point 
of view it deals with a very important question, and that is the ex- 

enditure problem. We do not think the directive as written can be 
ived with, as far as we are concerned. Without a change in program 
it would be wholly unacceptable, either to the Department of Defense 
or the Air Force.” 

The problem is quite complicated, and I would expect that we would 
be talking about the substance of the directive over a period of a good 
many days. In other words, you cannot just sit down on one of these 
jobs and dispose of it in a day. 


REQUESTS FOR EXCEPTIONS TO DIRECTIVE 


Senator SaLtronstauu. So that I would not interpret this directive 
to say that the final conclusion had to be reached on it within ten 
days. It merely means that you had to file your exceptions within 
10 days. Am I correct in that? 

Secretary Douauas. Well, if you filed your exceptions, you would 
meet the 10-day provision. 

Senator Symrneton. Would the Senator yield for clarification? 

You filed a complaint against this the first part of May, did you not? 

Secretary Dovatas. I do not think it was related to this draft 
directive. It was on the whole problem. 

No, that is correct. 

That is correct, on the 7th of May. 

Senator Symineron. It was the first part of May, was it not? 

Secretary Dovuatas. I signed a letter on the 7th of May dealing 
with this question. 

Senator Symineron. And what did that letter say, roughly? 

Secretary Dovuatas. It pointed out what was essential to carry out 
the Air Force program. 

Senator Symrneron. And in that letter you presented things that 
might happen on May 7, which are the same things in a general way 
that I present today, on May 29. And yet the directive was officially 
issued on May 21, was it not? 

Secretary Douctas. That is correct. 

Senator Symineron. On that basis they did not follow your protest, 
did they? 

Secretary Douatas. They did not. They denied the protest, in 
effect, by issuing the directive. 

Senator Symineron. So your testimony with respect to what is 
going on now might be called hope springs eternal? 

Secretary Dovetas. I think it is well justified. 

Senator SautronstaLu. Mr. Chairman, I would not quite agree 
with either the Senator from Missouri or the distinguished lawyer from 
Illinois on that point. 

If you file a complaint before the directive is issued, at least you 
have got the opportunity to file when you know what your obligations 
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are and when you know what your problems are. After the directive 
is issued, then you have got to file your formal complaint. 

Senator Symineron. In other words, if you ask that your house 
not be burned down, you have a protest still to make; and a justifiable 
one, even if it is burned down? 

Senator SaLronsTaLL. I would say to the distinguished Senator 
from Missouri he was a little uncertain as to one of my pronunciations 
yesterday. I am a little uncertain as to one of his corollaries today. 


EFFECT OF DIRECTIVE 7200.4 


Now, let me ask you just two more questions, Mr. Secretary. And 
I thank the chairman. I came in late. I say very frankly I came in 
late, because I had the chance to meet the German Chancellor, and 
that is where I was. 

The statement was made by you that there was $7,300 million in 
your program for next year that would be affected by this directive, 
and I jotted down the figure $3,500 million that might be taken away 
because of this directive if it was ruled adversely? Would you go 
into that a little more? 

Secretary Doueuas. That was a figure that Senator Symington 
used. I said I was wholly unable to confirm that figure, and I am 
wholly unable to confirm it. 

As to the size of the program, or as to the extent with which this 
directive might affect our program, whether it might result in this 
reduction, I am unable to say at this time. 

Senator SatronstaLu. And you intend, certainly, formally to file 
your request for exceptions under this directive before Friday? 

Senator Dovatas. That is right. And to make it clear, as Gen- 
eral Bogart says, not only am i unable to state any figure, but the 
staff has not calculated any figure yet. 

Senator SauronsTa.u. So if this directive becomes an issue in con- 
nection with these appropriations, you will be in a position, before 
these hearings are concluded, to give us your best estimates on these 
figures? 

Secretary Dovauas. Yes, sir; very definitely. 

Senator SALTONSTALL. But as of today, you have no figures, and 
the staff has prepared none? 

Secretary Dovetas. That is correct. 

Senator SatronsTaLL. And you do intend to file your exceptions? 

Secretary Dovatas. That is correct. 

Senator SaLronsTaLL. Thank you, Mr. Chairman. 

I will just say this, Mr. Chairman, I think for the best informa- 
tion of the committee, we should, before we close this part of the 
hearings on the Air Force, particularly, have a full explanation of 
this directive, its purpose, how it will affect the Air Force from the 
point of view of the Secretary of Defense, as well as the Secretary 
of the Air Force. 

Senator Cuavez. That is right. We will give you the opportunity 
whenever you are ready. 


POSSIBLE INCREASE IN UNOBLIGATED CARRYOVER 


Senator ELtenpER. Mr. Chairman, I have been listening to this 
colloquy between my good friend from Missouri and my good friend 
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from Massachusetts. I am wondering what will become of that 
money when it is taken away from you, assuming they take the $3.5 
billion mentioned by the Senator from Missouri. 

Secretary Dovatas. I will see if my experts agree with me entirely 
on this. 

It will become unobligated carryover. 

Senator ELLenpsR. It will simply increase the bank account of the 
Department of Defense. 

Secretary Doucuias. Thatis correct. We would have a bigger bank 
account. 

Senator ELLENDER. Exactly. 

Secretary Douacias. It would be a matter of doing business with 
the requirement that you have a much bigger bank account than the 
one we require to do business as we are now doing. 

Senator SALTONSTALL. I just want to say that the Secretary of the 
Air Force could not have given an answer that would please the 
Senator from Louisiana more. 

Secretary Dove.as. I could add that some of it would become un- 
expended balances. 

ANTIAIRCRAFT PROGRAM 


Senator Etutenper. Mr. Secretary, I wanted to ask this question 
betore. What voice do you have in the establishment of antiaircraft 
batteries in the United Kirgdom and Western Europe? 

Secretary Doveras. As to antiaircraft artillery that the Army 
procures and operates? The antiaircraft is an integral part of the 
Army. In event of an emergency it comes under the operational 
oes however, in this country, of Continental Air Defense Com- 
mand. 

Senator Ettenper. Have you anything to do with the continuance 
or discontinuance of the antiaircraft program? 

Secretary Dovatas. I am trying to think, Senator, as to how we 
could have anything to do with it. I suppose we might have, where 
we have protection of antiaircraft batteries. They might be located 
at our request, and they might be withdrawn at our request. 

Senator ELLeNprER. Well, I was informed that antiaircraft had 
become obsolete. 

General Twininc. I might answer that. We did advise the Army 
that we had no more requirement in that connection. 

Senator ELLeNpEeR. When did you do that, General? 

General CALLAHAN. That was 1956; September, I believe. 

General Twintnc. Some time back. 

Senator ELtenpeR. How long ago? Could you get the exact date? 

General Twininc. August 16, 1956, Senator. 

Senator Ettenper. Well, how much difficulty did you have in 
getting the Army to see the l'ght? 

General Twintna. It was January of 1957 that the Secretary of 
Defense directed the withdrawal of those units. 

Senator ELLeNpEerR. You had quite a bit of difficulty, did you not? 

General Twinine. Yes, sir. 


ANTIAIRCRAFT BATTERIES IN ENGLAND 


Senator ELtenper. And notwithstanding your recommendations, 
the Army tried to retain the antiaircraft batteries. 
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General Twintna. I think what the Army was trying to get was 
JCS guidance, to see if that was the right thing to do. But we did 
want to get them out. 

Senator ELLENDeR. Of course, you are familiar with the fact that 
the United Kingdom had dispensed with theirs. What happened to 
our antiaircraft batteries, after they were removed from the United 
Kingdom? 

General Twininc. They probably converted them into their new 
missile units when they came back. 

Senator ELLeNDER. Do you know where they went? 

General Twintna. No, sir. 

Senator ELLENDER. We were informed by the Army, that they were 
sent to France. Will you find out the redeployed status of these 
troops? 

General Moore. Yes, sir. 

Senator ELLENpeER. I wish you would. There is apparent conflict 
between the testimony of the Army and the Air Force in this matter. 

General Moore. Mr. Chairman, I will attempt to get a chronologi- 
cal statement of the events. 

Senator ELLenpDER. I wish you would. 

(The information referred to was furnished and submitted to the 
committee: ) 

Senator ELLENDER. Were you present when Secretary Brucker 
stated that he made the initial request? 

General Moore. Yes, sir. 

Senator FLtanpers. Mr. Chairman, I do not know whether the line 
of questions I have in mind is appropriate at this stage or not. It 
relates to details rather than to these larger matters. 


Senator Cuavez. We are having Mr. McNeil, the budget man, in at 
the time when we are to get down to the figures. 

Senator FLanprers. I think it would be more appropriate then to 
ask my questions a little later. 


CLASSIFICATION OF DOCUMENTS 


Senator Syminaton. Mr. Chairman, I would like the record to 
show, inasmuch as I said I had seen General Rawlings in Dayton 
Monday, that I did not discuss the matter of this directive with him 
or with anyone in Dayton. At that time I had not heard of it. 

May I ask a couple of questions of the Secretary? 

Senator FLanprERs. These questions I have relate to details and I 
think might appropriately be deferred. 

Senator Symincton. Mr. Secretary, you have various classifica- 
tions of documents? What is the highest classification? 

Secretary Dovuauas. Top secret. 

Senator Symineton. What is next? 

Secretary DouG.uas. Secret. 

Senator Symineton. And what is next? 

Secretary Doua.ias. Confidential. 

Senator Syminaton. Are there any others? 

Secretary Doua.as. No, sir. 

Senator Symineton. Then what does ‘‘For official use only’? mean? 

Secretary Dovatas. I had not thought of that as a classification in 
the sense that the others are. ‘For official use only’”’ obviously means 
not for publication. 
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Senator Symrneton. Then if I had a document that was marked 
“Official Use Only,” it would be improper for me to read it in a public 
hearing, in your opinion? 

Secretary Dove.as. I would think so. 


Senator Symineron. Thank you, Mr. Chairman. I will not read it, 


Senator Cuavez. Now, gentlemen, it is almost 4 o’clock. We 
would like to have General Twining make his statement. But we are 
going over until next Tuesday. Would you want to make your state- 
ment now, General? 

General Twrnrna. I am leaving tomorrow, sir, to be gone about 10 
days. I am going to the Baghdad Pact area. 

hentia Cuavez. You make your own determination, General. 
You may want to read your statement or insert it in the record and 
then highlight it. 


STATEMENT OF GENERAL TWINING 


General Twrintna. Mr. Chairman and members of the committee: 

In discussing the fiscal year 1958 program with you in today’s open 
session, I will review briefly the challenges we face. I will then out- 
line the United States Air Force program for fiscal year 1958 and 
single out some of our main problems. 

Later on, when we meet in closed, executive session, I will bring 
you up to date on how we compare with the Soviets, and on some of 
our new developments. 


POTENTIAL THREAT OF TOTAL WAR 


It is sometimes said that a total war waged with modern weapons 
of mass destruction would be mutual sileide. and that therefore this 
kind of war has abolished itself. I think this is a dangerous fallacy. 
We must recognize the fact that total war is no less a potential threat 
today when both sides possess atomic weapons than it was several 
years ago when we alone had them. 

If we had to be prepared for it then, we must be doubly prepared 
for it now, when the enemy too has the capability of inflicting destruc- 
tion upon us. Unless we can rule out the possibility of total war— 
which we definitely cannot—our readiness for it must be maintained 
at the highest peak the resources available will allow. 


SOVIET POLICY OF INDIRECT AGGRESSION 


While I think the Soviets will continue to be wary of direct involve- 
ment in local or limited wars, I also believe that they may well con- 
tinue to sponsor indirect aggression and local seizures of power by 
other Communist forces whenever the Soviets consider that such 
action would not be likely to involve them in a general war. 

As a result, we must be prepared to stop such aggression where 
necessary without recourse to total war. For example, if the Armed 
Forces of the United States should be called upon to act in a local 
conflict we must be prepared to do so in a manner designed to keep 
the action local and to prevent a spreading of the conflict. If our 
forces are committed to such action, the important thing is that we 
move in fast and gain our objectives quickly. An immediate and 
ae response would be a key to keeping the military action 
imited. 
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While no one doubts that surprise attack by the Soviets is the most 
dangerous threat to our security, there has been increasing attention 
to the subject of local or limited wars. Questions have been raised 
about the ability of our Armed Forces to engage in situations short 
of total war. We are continually increasing the Air Force capability 
to deal with operations of this type. I feel that the Air Force would 
be especially helpful in limited war because of the unique ability of 
air combat units to react quickly. 


ADEQUACY OF MILITARY FORCES 


I foresee no situation that might require military intervention on 
our part that is beyond the military capability of our overall force 
structure. It is this overall capability that we must maintain. It 
would be misleading to judge our adequacy on the basis that any one 
service is not completely equipped Mt, prepared for all the eventuali- 
ties of local warfare. ‘This adequacy must be measured on the basis 
of total capability of all our forces Army, Navy, Marines, and the 
Air Force. 

The size and composition of forces employed and the weapons 
used in such action would be determined to meet the circumstances 
existing at the time. Perhaps all services would be required— 
perhaps just one. Certainly we would use the most efficient weapons 
that were appropriate to the situation. In other words, our response 
would in all cases be selective and discriminate. 

In any type of conflict in which we become engaged, small or large, 
the USAF will be prepared to make its contribution. 

The ability to make this contribution as well as to deter attack 
by the Soviet Union is what the Air Force is striving to further 
strengthen and improve. 

As we continue to develop this power for peace, we must always 
recognize the folly of preparing forces capable only of limited war 
action. The most dangerous threat is total war. We must prepare 
against that above all else and within those preparations we will 
certainly be able to handle lesser dangers. 

Contrary to views that are occasionally expressed, we in the military 
service also want to hold the defense budget down. We are taxpayers 
too. However, we have a job to do in the defense of our country. In 
carrying out this serious responsibility we want and must have the 
best possible weapon systems. In the past, we have kept modern by 
replacing obsolete and obsolescent aircraft and associated equipment 
with newer models of the same general type. In other words, we 
have gone down one road. Today, as we develop and prepare to 
introduce guided missiles into our primary combat units, we have no 
choice but to go down two roads at the same time. 


DEVELOPMENT OF GUIDED MISSILES 


The introduction of missiles causes this kind of difficulty with all 
three services but it is a particularly acute problem for the Air Force. 

Development and introduction of guided missiles into each of our 
major force areas must be done in order to gain the tremendous ad- 
vances in the strategic, air defense and tactical weapon capabilities 
that missiles can provide. Today we have just one tactical missile 
wing that we can count on in our major force structure of 137 wings 
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although our missile investment is already substantial. Several 
billions of dollars more will be required over the next few years before 
we will have in being other missile systems with demonstrated ca- 
pability and reliability. 

Heavy demands upon our resources for training, construction, and 
particularly our limited supply of technically skilled manpower are 
also involved. Our program provides for the substitution of these 
missile weapon systems for their manned aircraft counterparts as 
rapidly as it is reasonable to count on them to meet the defense needs 
of our country. 

In spite of the fast and growing need for our funds and other re- 
sources to go down the missile road, it will not be wise or prudent to 
place primary reliance on these missile systems for several years to 
come. Therefore, we must continue down the manned aircraft road, 
taking advantage of the tremendous advances which science offers in 
this direction. 

We are making a serious and continuing effort to restrict the number 
of weapon systems, both manned and unmanned, to the minimum that 
offer reasonable assurance of maintaining the quality and effectiveness 
of our force. To achieve the desired result we must support the re- 
search and development effort and we must conduct a careful and 
timely pruning of the weapon systems that we are bringing along. We 
are doing our best to perform these functions in the light of the threat 
we face and the resources that can reasonably be made available to us. 


MAIN FEATURES OF AIR FORCE PLANS 


Against this background, and with these objectives in mind, here 
are some of the main features of the Air Force plans and programs 
under the fiscal year 1958 budget. 

In numbers of wings, the Air Force is reducing from 137 wings to 
128 by the end of fiscal year 1958. This is actually an overall elimi- 
nation of 14 wings from the fiscal year 1957 137-wing force you were 
briefed on last year. 

Four troop carrier assault groups previously listed as support forces 
are included as part of the 128-wing force. One Matador missile wing 
is also counted in the 128-wing program. 

Here are the specific changes—comparing the 137-wing force you 
were briefed on last year with the 128-wing force we plan to have at 
the end of fiscal year 1958. 

By the end of fiscal year 1958 Tactical Air Wings are reduced by six. 
One wing of now obsolete B-45’s, jet tactical bombers, will be retired. 

The Army’s growing missile capability will reduce its requirements 
for Air Force close combat support. Therefore, two fighter-bomber 
wings will be eliminated. Day fighter units are reduced 3 wings. 

Air Defense fighter interceptor wings are reduced by two that had 
been planned but not yet activated. 

The 6 wings being dropped from the Strategic Air Command are all 
fighter wings. These units existed primarily to assist the slower 
B-36’s in reaching their targets, and are eliminated in favor of higher 
priority forces. 

The Strategic Air Command continues to improve its retaliatory 
capability. During the period, additional heavy bomber wings will 
convert to B-52’s so that by the end of fiscal year 1958, our B-36 wings 
will be down to 3, and our B-52 wings will be up to 8, with 45 planes 
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in each B-52 wing. However, leveling B-52 production at a lower 
rate than 20 per month will create a delay in providing the required 
support aircraft for these 8 wings. In fiscal year 1958, jet tankers 
will add greatly to the range and flexibility of our jet bombers. 


JET TANKERS 


These jet tankers also will enable our retaliatory force to arrive at 
targets much sooner. For instance, the recent B-52 flight around the 
world that Senator Symington spoke about would have been much 
faster and much less difficult to execute if we had been able to refuel 
with jet tankers. 

We have two programs by which we aim to increase both the 
survivability and effectiveness of SAC. 


DISPERSAL PROGRAM 


First, is our dispersal program. The effect of our deterrent is 
sharply reduced if a potential enemy is aware that our bombers are 
overconcentrated on a few bases. We do not want to offer an enemy 
such a lucrative and tempting target. 


RETALIATORY FORCE 


Second, we are planning that about one-third of our retaliatory 
force will, at all times, be standing by, bombed-up, with planes and 
crews ready to roll down the runway and take off within minutes after 
a warning is received. 

RESERVE FORCES 


The USAF will continue to be backed up by the Air Force Reserve 
and the Air National Guard. These fine organizations are more valu- 
able to our national defense every year. Their combat capability is 
increasing and they are a part of the combat strength we would rely 
on in war. Our goal for the Reserve Forces is instant readiness. 

We have 24 Air Reserve wings. However, there are changes in 
composition involving the decrease in tactical wings and the increase 
in troop carrier units so as to provide more airlift. 

The Air National Guard has 27 wings—25 fighter interceptor wings 
and 2 tactical reconnaissance wings. Air National Guard units are 
now providing additional active air defense by standing runway alert 
at 20 locations in the United States and Hawaii and other Air Guard 
units have begun to provide aircraft warning and control. This is a 
real demonstration of the value of our reserve components in our 
national defense effort. 

We are proud of the contribution of all these forces to our strength, 
and we will continue to improve their capabilities. 


AIRLIFT AND LOGISTIC SUPPORT 


Now, moving to airlift and logistic support, last year I discussed 
with you the question of whether the Air Force had sufficient airlift 
and logistic support capability. I know that is a matter of real con- 
cern to the committee. 

As you know, requirements for airlift are placed upon the Air Force 
by the Joint Chiefs of Staff. These requirements are based upon the 
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cara planning and force structures previously adopted by the Joint 
efs. 

A study by the Joint Chiefs of Staff made for the Secretary of De- 
fense shows that the wartime capability of the Military Air Transport 
Service, as forecast for fisca] year 1958, will be generally adequate to 
meet estimated military airlift requirements when augmented by our 
heavy troop carrier aircraft and transports of the Civil Reserve Air 
Fleet. A study by the Joint Chiefs of Staff also shows that our troop 
carrier units can provide adequate airlift for airborne assault oper- 
ations. 

Through fiscal year 1958, airlift forces will be maintained at the 
same total] strength as was outlined last year. 


PROBLEMS TO BE FACED IN 1958 


I stated earlier that I would single out some of the main problems 
we will face in fiscal year 1958. 

I mentioned our continuing shortages of skilled people in both 
officers and men. I want to emphasize that solving this problem 
would enable us to make marked increases in combat potential and 
our whole Defense Establishment would receive real dividends. 

To continue modernization of the 128-wing force this budget 
provides funds for 1,515 aircraft. 

Appropriations for procurement other than aircraft have been 
reduced to the minimum. Our forces will be supported with only 
minimum essential ground equipment. In many cases, we will have 
to retain older, less-efficient equipment. Only minimum training 
allowances of ammunition are being provided. 

Our military construction program remains about the same as the 
1957 level even though we are reducing our wing strength. This is 
because construction has never caught up with forces. It will not 
catch up this year either. Nearly half of this money will go to con- 
struction of the highest priority operational projects, such as dispersal 
of SAC bombers and northern tanker bases, extensions to the main 
DEW line, the SAGE system, and strategic, tactical, and air-defense 
missile sites. 

We have rephrased portions of our air defense radar and communi- 
cations net from prior program schedules. At the present time, only 
limited facilities are being provided for our missile launching sites. 

About a quarter of our construction money will be used to con- 
struct facilities for longer range programs such as research and 
development facilities, Reserve forces installations and the Air Force 
Academy. Of the remainder, more than $100 million will have to 
be used to meet cost increases in projects as originally computed 
under the fiscal year 1957 program. The rest will be used to meet 
part of the large deficiency in personnel and medical facilities, in 
family housing, and in support of the Air Force bases. 

Even though we devote 75 percent of our construction funds to 
high-priority programs, a great many high-priority needs will not be 
met. Only minimum resources will be available to improve our 
present base structure and to replace substandard temporary facilities. 
Merely keeping our older facilities properly maintained takes an 
annually increasing amount of operation and maintenance funds. 
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OPERATION AND MAINTENANCE FUNDS 


Operation and maintenance funds are a continual problem. As 
you know, this money is the key to our day-to-day combat capability. 
Out of our operations and maintenance program, we buy the fuel, 
oil, supplies, and repairs that keep the Air Force flying. Each year 
these needs increase. Modern jets take more fuel. Modern air- 
craft are more complex and therefore cost more to maintain, 

As we complete new installations, such as the DEW line and the 
SAGE system, the operating costs of these systems go up. 

In addition, each year new items are added to operation and 
maintenance costs. Dependents’ medical care, for example, became a 
new charge of operation and maintenance in fiscal year 1957. In 
fiscal year 1958, such new items will account for $131.2 million of our 
requested increase over fiscal year 1957. 

This year’s program for operations and maintenance. is at an ab- 
solute minimum and there is no provision for meeting the unforeseen 
requirements that in the past have always seemed to occur. I am 
sure you are aware that shortages in operation and maintenance 
money are currently forcing us to reduce une hours during the last 
3 months of fiscal year 1957. Unfortunately this action will have its 
effect upon our state of combat readiness. 

However, today I can say that our present retaliatory deterrent 
force is much more powerful than it was a year ago, and that our air- 
defense forces have progressed in a similar manner and we will make 
further progress in the future. 

It is obvious that we should not measure our progress solely in 
terms of how much more powerful our force is becoming each year. 
The true test is how it compares with the tasks which it must perform 
and the improvements in enemy potential. 


REDUCTION IN AIR FORCE WINGS 


As I have said, I have no doubt the 128-wing force will have far 
greater striking power than the 137-wing force we had planned 
earlier; by that I mean in 1953. I want to make clear that the better 
performance expected of our new equipment and the increased power 
planned in new weapons had already indicated to us that a reduction 
in the number of Air Force combat wings was feasible and we pro- 
ceeded to plan some reduction without regard to budgetary pressures. 

In formulating the 1958 military program, the recommendations of 
the three services were given detailed study. by the Secretary of De- 
fense and the President. Naturally, I would feel more confident if the 
resources available to the Air Force permitted higher retention of 
skilled personnel, more rapid modernization of aircraft and support- 
ing equipment, and a faster rate of improvement of our base and 
support system. However, I recognize that there is an element of 
risk in any military program. 

I want to elaborate on the degree of risk inherent in this program 
as presented. 

MINIMUM ESSENTIAL FORCE 


Last summer we calculated what appropriations the Air Force 
would need to continue to the planned 137-wing structure and be- 
yond. The amounts were higher than we wanted to ask for, so we 
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set about to cut the structure to what we called a minimum essential 
force. This phrase meant exactly what it said. This force was ar- 
rived at after much objective soul searching in the light of present 
and probable world conditions. 

The fiscal year 1958 money needed to support this minimum essen- 
tial force was a little over $21 billion. We submitted this request to 
the Secretary of Defense. 

The fiseal year 1958 budget as submitted was $17.746 billion, or a 
cut of well over $3 billion. Here are just a few of the differences, 

For the minimum essential force we needed $8.3 billion for aircraft 
procurement. We are now asking for $6.2 billion. 


Senator Cuavez. Right at that point, General. Of course, we do— 


not know what the House has done. What did the House committee 
do with reference to that particular item? 

General Twininc. That was cut $354 million additional. 

Likewise, operation and maintenance was cut by $275 million, con- 
struction has been cut twice for a total of $472 million. Research 
and development was cut by $197 million. 

Thus, the Air Force request which is being presented to you has 
actually been pared below what I considered minimum essential a 
few months ago. I have said before there is an element of risk in 
every Defense budget. I will speak even more plainly. The Air 
Force budget, as presented to you today, has already been reduced 
to a point which lies in what I consider to be a dangerous area. 

I fully subscribe to Secretary Douglas’ comments concerning the 
effect upon the Air Force of the action taken by the House Committee 
on Appropriations on our budget estimates for fiscal vear 1958. The 
President’s budget for 1958 for the Air Force as it was submitted to 
the Congress was designed to support a minimum program, and the 
financing proposed was marginal. 

T cannot emphasize too strongly the necessity for appropriation of 
the total new obligating authority r requested for the Air Foroe in the 
President’s budget _ Substantial reductions in those amounts mean 
a new and reduced Air Force program, which can only be measured 
in terms of disproportionately increased risk to our national security 
in the budget year, as well as in future years. 


COST OF MISSILE SYSTEMS 


Senator Cuavez. General, on page 4a of your statement, you have 
estimated it will cost several billion dollars more in the next few years 
to provide other missile systems. 

Can you tell us how missile wings compare in cost with the air wing? 

General Twinina. I do not believe I can give you that, Senator, 
because missiles are still in the development stage and therefore we 
have no basis for computing comparative operational costs. 

General CaLuaHAN. There is so much variation in the missiles 
themselves as to their projected usage and their individual costs that 
I think that it would be impossible to arrive at any representative 
estimate. 

Senator Cuavez. Thank you. 

Senator ELitenper. Well, General, I am glad you brought the 
Army and the Navy into your statement. 
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Yesterday, after hearing Admiral Burke, I was under the impression 
that the whole job could be done by the Air Force and the Navy, and 
the Army could be dispensed with. 


GREATER CAPABILITY WITH FEWER WINGS 


General, I notice that you are reducing the number of wings from 
137 to 128, because of this greater effectiveness of the aircraft avail- 
able. Is that correct? 

General Twinina. I might explain that a little bit. 

Senator ELLeNpER. I wish you would clarify it for us. 

General TwininG. For instance, in our heavy bomber category 
alone, we had approximately 350 B—36’s. We will have 603 B-—52’s. 
So it has practically doubled. And the performance of the airplane 
is greatly increased over the B—36. 

Senator ELLeENpDER. Therefore the reduction of the number of 
wings does not necessarily mean that the total number of planes has 
been reduced? 

General Twinina. We increased the number of airplanes in each 
one of the heavy bomb wings from 30 to 45. 

Senator ELLENDER. I see. 

General Twinina. And also the equipment is developing much more 
rapidly than we had hoped for, and our weapons themselves are com- 
ing along much better than we had hoped for. 

Senator ELLENDER. You are referring to guided missiles? 

General Twining. Somewhat. The Army tactical missiles have 
made it possible for us to eliminate 2 or 3 of these fighter bomber 
wings. And the air defense missile has made it possible to program a 
small reduction in fighter interceptors. 


MATTERS DEFERRED TO EXECUTIVE SESSION 


Senator ELLENDER. Would it be a violation of security to discuss, 
at this time, the situation of our bases in the United Kingdom? 

General Twinina. I do not believe we had better discuss that in 
open session, sir. 

Secretary Douatas. I think that should be in executive session. 

Senator ELLenper. Very well. 

General Twinina. It would be better to discuss that in closed 
session, yes. 

Senator ELLENDER. May I ask you this question: And if you would 
rather answer it in closed session, say so. To what extent do we 
consider the capabilities of our allies in determining what our needs 
should be in the overall defense picture? 

General Twin1na. I believe we better hold that one, too, for the 
executive session, because that gets into comparative strength. 

Senator ELitenper. I will not ask any further questions, at this 
time, Mr. Chairman. Thank you, General, I will save those questions 
for an executive session. 

Senator Cuavez. It is my intention to call an executive meeting in 
the near future. 

Senator Symington? 

Senator Symrnaton. Mr. Chairman, I have many questions, but 
would like to yield to my colleague from Vermont. 
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ANTIAIRCRAFT EQUIPMENT AND MISSIONS 


Senator FLanpers. I thank the Senator from Missouri. I do not 
suppose that this is a question for executive session. 

I learned when I was in England, almost 2 years ago, now, of their 
decision to do away with antiaircraft. I did not get clearly what the 
alternatives are and what is involved in that. I suppose it means some 
increase in the mission taken on by the Air Force itself. 

General Twirntnc. Two things, I think affected the decision. 
What they were giving up was old-fashioned antiaircraft artillery we 
had in World War II and substituting ground-to-air missiles and 
fighter interceptors. But the antiaircraft artillery has gone out in 
England. 

Senator FLanpers. In the English practice, are the ground-to-air 
missiles a function of the Army? 

General Twrntne. A function of the Air Force. 

Senator FLanpers. In our case are they a function of the Air Force, 
or the Army? 

General T'wintna. In our country, it is divided. What we call the 
point defense—the Nike type, for instance, comes under the Army. 
Then there is what we call the area defense—the Bomarc type, with its 
greater range, comes under the Air Force. 

Senator Ftanpers. In the area defense force everything from 
Texas Towers in, up to the local defense? 

General Twrntna. That is right. Whatever the local defense may 
be. Point defense is confined to the range of the Nike over the 
target, whatever that target is. 

Senator FLanpers. And have you had to plan any new types or 
make any shifts in numbers of types in view of taking on the mission 
of the outer defense against invading aircraft? 

General Twintna. No, sir. 





EFFECT OF MISSILE EMPLOYMENT ON WING STRUCTURE 


Senator FLanpers. Of these wings which you have decreased, 
referring to page 5, would you briefly explain the Matador missile? 
What is its range and its mission? 

General Twininc. That is a ground-to-ground missile. It is a 
winged missile. It is unmanned, but it looks rather like an airplane. 

Senator FLaAnpERs. The jet tactical bomber was an Army assist; 
was it? 

General Twintna. Yes; they also have their tactical missiles, the 
Corporal, Sergeant, and so forth. 

Senator FLaAnpEerRs. Now, the air defense fighter interceptor wings 
are reduced by two that had been planned but not yet activated. 
What is the situation which makes it possible to decrease the fighter 
interceptor wings as planned? 

General Twinina. We felt with the increased performance of these 
new fighters, the reduction of two would not be too serious. And 
also the Nike has gotten into this area in great quantities, too, and is 
helpful in the air defense picture. We still have quite a number of 
these fighter interceptor wings. 

Senator FLANpERS. The final statement on that page is that the 
six wings being dropped from the Strategic Air Command are all 
fighter wings. But you explained that by saying they existed pri- 
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marily to assist the slower B—36’s in reaching their targets. And 
now you have the later types of bombers, which are more or less on 
their own. 

General Twinina. Yes, Senator. 

Senator Symineton. I now yield to Senator Smith. 

Senator FLanpERs. May I suggest, Mr. Chairman, that it seems 
to me that the kindhearted Senator from Missouri is keeping these 
gentlemen on a hot seat. 

Senator CuAavez. That is why I wanted to leave them for last. 

Senator Smirx. Mr. Chairman, I could very well go back to the 
Health, Education, and Welfare Appropriations Subcommittee and 
finish up in there. 

Senator Symineron. No; as I said, I would be very happy to yield 
to my friend from Maine. 

Senator CHavez. You wanted to ask the Secretary some questions. 


HOUSING DEFICIENCY AT PRESQUE ISLE, MAINE 


Senator Smrrx. I was concerned about housing. I am sorry not 
to have been here before today. You may have covered some points. 

lt is the same story that we have had for some time, the same 
story we had when Secretary Talbot went into Maine and found the 
situation as it was and came back and actually did something for 
the time being. 

I would like to ask you some specific questions, because I think 
perhaps what is happening in Maine may be in the rest of the country 
as well, but 1 do know more about the Maine situation. 

I would like to have you tell me: What is the deficiency in family 
housing at Presque Isle, Maine? 

Secretary Dovetas. I am afraid I will have to get the exact 
information. 

Senator Smirx. Will you do that for the record? 

Secretary Douaias. Yes; and I will be glad to give you answers, 
or answers for the record, when we next meet. You may just send 
the questions, if you would like to do that. 

Senator Smirx. Well, Mr. Secretary, I have a number of questions 
about the Presque Isle housing situation; also the Dow Air Force Base 
at Bangor. And I would like to have the questions answered by you 
or the Air Force and also by the Defense Department, Mr. Bryant. 

Will you take care of that at the same time? 

Secretary Dovctas. I will be glad to see that he gets the same 
questions, and I shall tell him that you expect answers or comments 
on those questions from him as well as from the Air Force. 

Senator Smirx. | think it would be very well to have them in this 
hearing rather than wait for a later time. 

That is all, then, Mr. Chairman. 

Thank you very much. 

(The questions referred to follow:) 
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Questions SuBMITTED To Secretary DovucGias By SENATOR SMITH oF Mang 


What is the deficiency in family housing at Presque Isle? 

How is it computed? 

Has a request been made for approval of a program to take care of this deficiency 
or any part of it? ” 

What is the program? 

Who has to approve it? 

Has the Air Force and the FHA approved it? 

If so, when? 

Does the Secretury of Defense have to approve? 

If so, when was the request made? 

Has it been approved? 

If not, why? 

Has the project been justified by the Air Force? 

Has a need been established? 

What is its present status? 

If deferred why and for how long? 

If the reply is that the reason is connected with the money market inquire as 
to what positive evidence is available which would indicate investment money 
would not be available for this project? 


If the deferral is tied into the Wherry acquisition program generally inquire as 


to what relevancy this has to satisfying an admitted need for the Capehart 
housing. 


If the deferral is tied into the Wherry acquisition at Presque Isle inquire as to 


why this has any relevancy and whether the status of the negotiation has not 
reached the point where an agreement can be reached? 


What is the status of the housing program at Dow? The deficiency, the 
number of units programed, and the presently approved program. 


Is this a reduction from the original program? If so why was the reduction 
made? 


Has the need changed? 

Is there to be a reduction in the personnel? 

Is the surrounding community able to house the number of families represented 
by this reduction in adequate rentals and at a fair price? Or conversely will not 
in all probability a large number of families be compelled to remain in small in- 
adequate rentals at an unfair price, or be forced to purchase homes? 

Doesn’t the Air Force have a long-range utilization requirement for Dow 
which would justify the original housing program? 


(The answers to the above questions appear on p. 1456.) 
CORDINER COMMITTEE REPORT 


Senator Cuavez. Senator Symington, you may proceed. 
Senator Syminaton. Thank you, Mr. Chairman. 
General Twining, do you know of the Cordiner report? 
General Twinina. Yes, sir. 

Senator Symineron. Do you approve of it? 

General Twintna. Yes, sir. 

Senator Symineton. Thank you for that. 


FURTHER UNIFICATION OF ARMED FORCES 


Now, I am not perhaps as worried about the cost of defense this 
year as some people are, especially in that each vear, for the last 
5 years, progressively, we ‘have spent less of our Br oss national product 
on defense than we did the year previous. I do not think many 
people realize that. But I would like to see our defense costs as low 
as possible, naturally, as a taxpayer. 

All of us are anxious to see the cost of defense come down as much 
as possible, where there is duplication, triplication, or waste. With 
that in mind, do you not think that there are some savings which 
could be made if the services got further together? 
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This was a statement President Eisenhower made to the Congress 
some years back: 

Finally, there is no such thing as a separate land, sea, or air war. Therefore, 
we must now recognize this fact by establishing a single Department of the 
Armed Forces to govern us all. 

Would you care to comment on that statement, made in Senate 
hearings, volume 9779, pages 362 and 363? 

General Twintne. I would prefer not to comment on that state- 
ment, sir. 









POSSIBLE DUPLICATION OF MISSIONS 






Senator SymineTon. Three places where we felt we might save 
money in the Department have come up. The first is the Cordiner 
Committee report; and all but perhaps 1 hief, and all but 1 Secretary, 
to the best of my knowledge have endorsed that report. 

Second is this question of elimination of duplication through more 
unification of the services, as emphasized by suggestions from the 
Hoover Commission. 

Third is weapons-systems evaluation. We all heard yesterday a 
statement by the Chief of Naval Operations, namely: 












The task of controlling the seas and denying their use to an enemy falls on the 
United States Navy. 

I asked Admiral Burke, for whom I have the greatest respect, and 
I am very glad he is our Chief of Naval Operations, if that was not 
a little strong. I will let the record speak for itself, but I think he 
said he might have used the term “high seas.”” In any case, the Air 
Force is capable of supporting the United States Navy in control of 
the seas; is it not? 
General TWINING. 










Yes. 


CONTROL 











OF MEDITERRANEAN 








Senator Syminaton. Now, we had quite a discussion about the 
following statement he made: 

In the event of general war, our naval forces must stay in the Mediterranean. 
It will be a hard fight, but we must stay there. The whole Allied pose in 
southern Europe, north Africa, and the Middle East depends on the Navy’s 
ability to control the Mediterranean. 

Based on many statements made in the recent House debate on 
this bill, and as a result of the President’s replies to Mr. Reston in 
his press conference about 10 days ago, and as a result of certain 
articles like the one written by Dr. Kissinger in Foreign Affairs of 
April—have you seen that article? 

General Twinina. Yes; I read that. 

Senator Syminaron. Based on all these items, plus the increased 
desire to reduce the cost of defense, there appears to be a growing 
feeling that there is some duplication of mission which could be 
eliminated; and therefore heavy money could be saved. 

If you do not care to answer this question, I will not ask it, because 
of the new position you are going to take. Otherwise I ask if you 
believe that, in a general war—and I asked if that meant all-out war 
and was told ‘‘Yes’”—we could support a carrier task force in the 
eastern Mediterranean? 
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General Twininc. I have answered that question several times, 
I think in a general war the carriers could not live in the eastery 
Mediterranean. I do not think they would be there. 

Senator Syminctron. Albania is a Russian satellite, is it not: 
completely so? 

General Twin1na. Yes; it is so considered. 


POSSIBLE SAVINGS IN WEAPON PROCUREMENT 


Senator Symineton. The Army today has a good ballistic missile 
in the Redstone, with a range around the V-2. And the Soviets got 
that when they came into Germany in 1945. It was originally fired 
in 1942. We had public testimony before the Armed Services Com- 
mittee that we have already fired a bomb where the area of total 
devastation was 48 square miles; total devastation. So, inasmuch as 
presumably the carriers would carry atomic weapons, they would be 
a primary target. On that basis, in any relatively small water space, 
like the Mediterranean, it would be very difficult, would it not, for 
such a task force to live? 

General Twintna. In my opinion it would be; yes. 


CORDINER COMMITTEE REPORT 


Senator Symineron. We have had the Hoover Committee report 
as to what could be saved on procurement. We have had the Cordiner 
Committee report, by Ralph Cordiner, president of General Electric, 
about what could be saved on manpower. Those 2 figures together 
approximate nearly $10 billion. 


ANTIAIRCRAFT BATTERIES 


Let us take another illustration: We have antiaircraft, into which 
we are putting billions of dollars. We also have air-to-ground missiles, 
supersonic ballistic missiles, also missiles like the Rascal. The Chief 
of Staff of the Army testified the Nike was a short-range weapon. 

Would it not be a relatively simple matter for an airplane to come 
in well beyond the range of the antiaircraft missile and launch an 
air-to-ground missile against a city, without coming into the range of 
antiaircraft? 

General TwInina. Yes, sir. 

Senator Symineton. Before we continue to spend billions of dollars 
in antiaircraft, do you not think it would be well to have some war 
gaming to establish some of these facts, in the interest of saving 
money? 

General Twinina. I think it would be a very good idea to have some 
war gaming. Iam forit. As realistically as wecan doit. It cannot 
be perfect, but I think we can learn some lessons. 


REDUCTION IN TACTICAL AIR COMMAND 


Senator Symincton. General, I am glad to hear you say that, 
because I have been hoping we would have some real war gaming, 
absent since the end of World War II, in order to decide what is the 
best way to deliver our maximum firepow er at minimum cost. 

Now, do you not think honestly that the mission of TAC overlaps 
somewhat on the mission of SAC? 


anc 


Cc 











DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 341 


General Twininc. The mission of the Tactical Air Command of 
the Air Force? Yes, sir; it does. And they are getting capability 
now where they can go almost anywhere with the new type of fighters 
and aerial refueling. 

Senator Syminaton. If that is true, could we not cut TAC some, 
jn the interest of the taxpayer? 

General Twininc. We are cutting TAC some. We cut several 
wings out of it this year, and it may go down even further. 


NEED FOR FIGHTERS 


Senator Symineton. Do you think we still need 75 fighters in each 
fighter wing? 

General + winds No, sir. We are taking a good look at that now, 
and maybe we can reduce those. The Century series fighters are 
much more capable of doing the job than the aircraft they are re- 
placing. 

Senator Symrnaton. We have 75 fighters in each fighter wing, do 
we not, roughly? 

General Twintnac. That is right. But we are short in people. 
So we like to put as many airplanes in with a certain group of people as 
we can, to keep the numbers of people down. 

Senator Symrineton. How many planes do we have in each Marine 
wing? 

General Twininc. They have three Marine air wings. 

Senator Syminecton. How many planes have you in each of those 
wings? I meant to ask that this morning, but I forgot. 

General Twintna. I think they have more than we do. 

Secretary Doveias. They do, definitely. I cannot give the 
number. 

Senator Syminaton. I will get that figure. 

Let me congratulate you on the frankness of your prepared state- 
ment, just read. 

In one place you pointed out that we actually had a pretty heavy 
cut in wing structure, because we put in new wings that were not 
included before; and added the Matador wing; is that right? 

General Twinina. That,is right. 


MORALE OF PILOTLESS-AIRPLANE GROUP 


Senator Symineton. I looked at that Matador wing last month in 
Germany. Are you not going to have more problems incident to 
to morale with a pilotless airplane group than you are with a piloted 
airplane group? 

General Twintna. I think we may. It is certainly taking the 
romance out of flying when you become a button pusher. 


ADEQUACY OF PROVISIONS FOR AIRLIFT 
Senator Syminaton. Now, on page 8, you talk about airlift, and 
say: 


These requirements are based upon the overall planning and force structures 
previously adopted by the Joint Chiefs. 


Does that mean that the Army voluntarily suggested the current 
airlift situation in the Joint Chiefs? 
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General Twinine. The Chief of Staff of the Army has gone along 
with this position of the Chiefs, although there are people in the 
services who feel they need a lot more airlift. 

Senator Symincton. When you say he has gone along, how do you 
operate that? 

General Twintna. He agreed with the Chiefs’ position, I should say, 

Senator Symincton. What would he do if he did not? You do 
not come out sometimes with a split vote, do you? 

General Twrntnea. Oh, yes, sir. 

Senator Symineton. Have you passed split votes up to the Secre- 
tary of Defense? 

General Twintna. Yes. 

Senator Symincron. How many people have votes? 

General Twrintna. Actually, three of us vote, and the Chairman 
does not vote, but he has a talk with the Secretary of Defense. 

Senator Symineton. He prepares the agenda, does he not? 

General Twintnc. That is mght. And he presents it to the Secre- 
tary of Defense when there is a split view. 

Senator Symincron. And are you stating that in your opinion the 
Chief of Staff of the Army is satisfied with the current airlift situation? 

General Twrntna. I would not say he is satisfied, necessarily. He 
is never completely satisfied. But he has agreed with what I read 
here today. We do have a tremendous amount of airlift in this 
country when you add it all up. It is terrific. 

Senator Symineron. I am going to think up a better way of asking 
this airlift question. 

General Twininc. There are 350 civilian air transports that come 
to us automatically, you know, in addition to what we have in MATS. 
They are in the ¢ ‘ivil Reserve air fleet. 

Senator Symrncron. Would you care to have a son parachute out 
of a commercial plane? 

General Twintna. No, sir. 

Senator Syminaron. That is what we are pretty much talking 
about? 

General Twintna. But wé have plenty of C-119’s and C-130’s. 

Senator Symineton. That is tactical lift, is it not? 

General Twintna. Yes. 


C-133 PROGRAM 


Senator Symineron. I was talking about strategic airlift. You 
have had your C-124’s a long time, have stopped building them 
entirely, and have a program to build 35 C—133’s, so expensive that 
you did not put any money in the budget to build any of them this 
year; is that correct? 

General Twintne. That is right. But we can go back and get 
more if we want to in fiscal year 1959. 

Senator Syminetron. And the reason that you are justifying re- 
flecting the $93 million you have spent on the C—132, in scrapping that, 
is because you intend to concentrate on the C—133’s; is that not 
correct? 

General Twininc. We just did not have enough money for addi- 
tional C—133’s. 

Senator Symineton. The way I put it was the way it was given to 
the Armed Forces Committee by the Secretary early this year. The 
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record on that is clear. So what you really say is that you would have 
puilt more C-133’s, which would have been further development in 
airlift, if you had had more money. Is that not correct? 

General Twin1na. I do not like to see the Air Force get discredit 
on the C-132. It was a very fine airplane. 

Senator SyMiIncTon. But you did scrap it. 

General Twinina. Yes. 

Senator Syminaton. And when the Secretary stated that it was 
scrapped, he also said that it was because you intended to push the 
C-133; did he not? 

Secretary Doveuas. I am not sure about that. 

Senator Symineton. I am, because it is in his statement. 

How do you push the C-133 if you do not build any? That is 
what intrigues me. 

For the record, Mr. Chairman, I am going to ask Senator Russell’s 
permission to get the sentence where the statement was made as to 
the reason for scrapping the C-132 being because there was to be 
concentration on the C-130, which is a tactical airplane, and the 
C-133. But they are not asking for any money to build C-133’s this 
year. I will put that in the record. 

(The material referred to appears on p. 1118.) 


REDUCTIONS IN EARLIER ESTIMATES 


Senator Symincton. Now, General, I was much impressed by what 
you said: that you originally submitted $21 billion and were cut to 
$17.746 billion, a cut of well over $3 billion. You were cut very heav- 
ily and dangerously i in that original cut from 21 to 17.7; right? 

reneral Twining. Yes, sir. That was a big cut. 

Senator Syminaton. You were cut especially heavily in research 
and development? 

General Twintna. $197 million. 

Senator Symineton. And yet the justification being given for hav- 
ing voluntarily passed over quantitative superiority to the Communists 
in modern jet airpower was that, qualitatively, we intended to stay 
ahead; is that right? 

General Twrntna. We are certainly going to do our best to. 

Senator Symineron. But that is what we have been saying, in 
effect, is it not? We admit that we have passed over quantitative 
superiority, and we say the reason we can do that is that we are 
superior qualitatively. And yet we cut $197 million out of what you 
thought was essential for research and development; is that correct? 

General Twrntna. That is correct. 

Senator Syminaton. And I believe the House cut that a little fur- 
ther, did it not? 

General Bocarr. $12 million. 

Senator Syminearon. And do you think it is important to have 
that back? 

General Twrntna. Yes, sir. It would mean another project or 
two that we need. 


INADEQUACY OF OPERATION AND MAINTENANCE FUNDS 


Senator SymincTron. Last year we had considerable discussion 
about maintenance and operation funds. We had testimony last 
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summer that as a result of lack of maintenance and operation funds 
we had poor maintenance to the point of more accidents and more 
deaths. That was testified to before the subcommittee. 

Now, I see you have still a shortage in maintenance and operation 
funds; is that correct? 

General Twintna. That is correct. 

Senator Symineron. Will that result in more accidents if we do not 
rectify that? 

General T'wintnc. Well, the better we build our bases and the 
better facilities we haye—— 

Senator Symineton. Now let us get down to cases. I was in 
Germany last month, and they said you did not have enough gasoline 
for men on the front line facing the East German and Russian situation 
to fly enough to be properly trained, flying F—100-C’s. 


ESSENTIALITY OF REGULAR FLYING 


General Twintna. I think that is absolutely true. The flying is 
the heart and soul of an Air Force organization, and I would like to say 
something on that right now. It will be my last chance as Chief of 
Staff. It is something, particularly this CRT flying, the adminis- 
trative flying, that our people have to do to keep their hand in. Itisa 
handy thing to take a crack at. If you have an air force, you have to 
have them want to fly and love to fly. If not, you might as well give it 
up. It is true that our Air Force flies more than any nation in the 
world. That is the reason we have got the best Air Force in the 
world. There is no question about it. These boys can fly, and they 
love it. And why do they come into the Air Force? They come into 
the Air Force to fly, because they love to fly. And then we put them 
in a job in the Pentagon they do not want to come to. They would 
rather be out with their fighters or bombers. And those boys just 
get out Saturdays and Sundays and get their flying in. 

Many of those lads went right from the Pentagon to Korea and 
fought and led groups because they had kept their hand in. 

I think it is of vital importance that we keep the proficiency flying 
up. It is not very expensive. 

Now, I do admit that there are some places where we can improve. 
Admittedly, there are some violations and some things that are not 
going like they should be in controlling this flying. And that is what 
we are working on right now, and working on it hard. I am going to 
go to Mr. Wilson and report to him the things we are doing to take 
people off of flying that should not be flying, where it is a waste of time 
and money. 

But I am talking about the young flyer who is still capable of 
leading a group or a wing or two wings, up to major generals even. 
When you take those officers away from a unit, do not let them quit 
flying. Otherwise you will not have a good flying outfit. 

Senator Symincron. But it goes further than that. If you have 
wings of Americans in Germany which do not have enough gas to 
fly to get proper training for operating at peak efficiency, that is 
against the security of the free world, is it not? 

General Twintna. I think that is very bad, yes. 

Senator Symineton. You, of course, also have the question whether 
you are justified in letting bovs fly supersonic jets without proper 
training. 
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As these speeds increase, the more your hand is in, the better you 
are; is that not correct? 
General Twrntna. That is correct. 


REDUCTIONS IN FLYING HOURS 


Senator Symincron. Now, I have a press story here, an INS 
story, Sacramento, Calif., May 28: 

Information stating that the Strategic Air Command, the Nation’s No. 1 
counterpunch against an enemy attack, is running out of gas money and has 
been virtually grounded was received today. 

Would you care to comment on that? 

Secretary Dovetas. This is the same cutback in flying in the last 
90 days. 

I got the impression, Senator, that you thought the rate of flying, 
say 14 hours per month per pilot, in USAFE, was something that was 
a regular level, and that it might continue. I am quite sure that 
that, as I said, is effective only through June. 

General Twrninc. Just this last quarter. 

Senator Symrneton. As long as you have brought it up, we were 
told by the command in Germany, by the proper people on General 
Tunner’s staff, to staff members of the Military Preparedness Subcom- 
mittee and the Armed Services Committee, that there was not enough 
allowed flying time to keep our flyers in proper condition. Whether 
it is temporary or permanent, I am sure that is wrong. We should 
give those boys the best chance. 

Secretary Doveuas. | am sure that is correct, if it were not a very 
temporary situation. 

Senator Symincron. Well, how would you like to be an American 
pilot and have a flameout and go on your ear, and have it justified 
on the basis it was only a temporary situation? 

Secretary Dovetas. The commands were not ordered to create 
flying schedules that were unreasonable. They were authorized to 
cut flying as much as 30 percent in the last 90 days. 

Senator Syminaron. In other words, you think General Tunner 
made the mistake; is that it? 

Secretary Dovciis. No; I do not think it was a mistake. 

Senator Symineton. Then it is not a mistake to send a boy out in 
a jet who has not had enough allowable flying time to be properly 
trained? 

Secretary Douaias. That is not a conclusion from the first state- 


ment. 


REDUCTION OF FLYING IN STRATEGIC AIR COMMAND 
Senator Syminaron. Mr. Chairman, I have interrogated the Secre- 
tary of the Air Force, and I have great respect for him. 

General Twining, this story says: 

Military sources in California and officers high in the Air Force Command else- 
where— 
so it shows it is not just local— 
told that SAC is practically out of gas for the remainder of the fiscal year which 
ends June 30. 
Do you know anything about that? 
General Twintna. They are not practically out of gas. 
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Senator Symineton. That is exaggerated, is it? 

General Twinina. Yes, sir; that is exaggerated. 

Senator Symineron. How close are they to being out, if they 
cannot fly? 

General Twininc. They are not even curtailing any of their B-52 
flying. That is going on just regularly. But they apply it on the 
same Air Force rule, that we are short O. and M. funds in the last 3 
months, and they have had to reduce some flying overall. So it has 
hurt flying all over, and it is not good. 


ACTION ON FISCAL YEAR 1957 SUPPLEMENTAL REQUEST 


Senator SyMINGTON (reading) : 


The source said that an appeal by Air Force officials for supplemental budget 
for fuel was turned down by the Budget Bureau officials. 

Do you know anything about that? 

General Twintne. We had planned to put in a supplemental request 
to take care of dependents’ medical care. We did not get permission 
to do it, so we had to absorb that, which caused us to be short O. and 
M. money for fuel and oil. 

Senator Symrneron. Were you turned down for a request for more 
gasoline? 

General Twrn1nc. No. 

Senator Syminetron. Did you make the request? 

General Twinine. Yes. 

Senator Dovua.as. No, not for more gasoline. 

General Twininc. No; for the supplemental, to get the money. 

General Bocarr. May I explain, sir? 

Senator Syminecton. Surely. 

General Bocarr. The situation was that we, up through the time 
of the President’s budget, were apportioned to go for a supplemental 
appropriation to cover the dependents’ medical care bill, which was 
passed after the budget was passed last year. However, when we 
went for the supplemental, about February, the end of January, we 
were not allowed to submit it. 

In other words, it was turned down. 

At that time, we had to make our financial plan for the balance of 
the fiscal year, and we had to come out even, because of section 3679 
of the Revised Statutes. 


NECESSITY TO REPROGRAM 


Therefore, we had to reprogram, and we had already absorbed so 
many things, as the Secretary and the Chief pointed out this morning, 
that there was nothing left for us to do but to pick it up in the last 
quarter. All that was left to us was to go into the flying hour program, 
which is the last thing that we touched. We had to do it at that time. 

Senator Symineton. Thank you, General. That is clear. 

You would have applied for more money then if you thought you 
could have gotten it, would you not? 

General Bocarr. Yes, sir. But even so, going for a supplemental 
in an annual appropriation, unless you can program for it, does you 
no good at that time of the year. You always have to take it in the 
last quarter. 
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We had programed, you understand, because we thought up through 
the time of the President’s budget message that we were going to get it. 


REDUCTION OF ALLIED ELEMENTS OF NATO 


Senator Syminetron. Now, I would like to have a couple of final 
questions on this situation abroad. Much of my interest in it origi- 
nated as a result of some questions by my distinguished senior colleague 
from Louisiana, Senator Ellender. 

The force levels in NATO, General, were agreed upon around the 
summer of 1952 at Lisbon, were they not? 

General Twintnc. That is right. 

Senator Symineron. And it is a known fact that the French have 
been forced to withdraw most of their agreed upon support becaitse 
of their war in Algeria; is that correct? 

General Twin1nc. That is generally correct as it pertains to their 
army divisions. 

Senator Symineron. And it is also a known fact that the British, 
in their white paper of earlier this year, have decided to reduce their 
ground commitments from 77,000 to 41,000 men. 

General Twintnc. That is over a period of a few years. 

Senator Symineton. I think they are taking down to about 54,000 
by September. Then they will discuss it. They intend to go down 
to 41,000, they say, unless they can be persuaded not to. 

They are also reducing their airpower, are they not? 

General Tw1nrna. They are moving back som iewhat; yes. 

Senator Symrneron. Now, in your opinion, is N ATO important to 
the security of the United States? 

General Twintna. I think it is very important. 

Senator Syminecron. Then instead of reducing our military aid in 
Europe, if we are going to continue to consider “NATO important, a 
true shield instead of just a paper shield, we will either have to 
persuade our allies to maintain what they said they were going to do, 
or we will have to put up even more military aid ourselves, will we not? 

General Twintnc. Well, I do not know what the decision will be 
on that. Certainly IT do not think we should be required to put up 
more military aid. That is my personal opinion. 

Senator Symrneron. Then if we do not put up any more military 
aid, and they continue to reduce their aid, there will come a time when 
the 5 divisions and the 23 airbases that you have in Germany alone 
will be in jeopardy, will they not? 


GERMAN COMMITMENT 


General Twininc. I think—and this is again my personal opinion— 
that they are figuring on the German commitment coming in, and the 
NATO will still be strong enough which will permit them to reduce a 
little. 

Senator Syminecton. But the German commitment is nowhere near 
what it was going to be, as yet, although they started late, and even 
if they get to the figure they agreed to, inasmuch as in the case of the 
French and the British, one has pulled out and the other is pulling 
out to a considerable extent, that still does not give you the proper 
level, does it? 
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General Twintnc. That is correct. 

Senator Symineron. Have you decided in your own mind what 
level NATO can reach where it would be better for us to pull out than 
maintain ourselves over there? 

General Twinina. No, sir. 

Senator Symineton. Do you not think that is an important de- 
cision that we will have to make at one point? 

ot Twinina. I think we have certainly got to look at all those 
angles. 

Senator Symrncton. Mr. Chairman, I have some more questions 
that I would like to ask General Twining on that, but I defer them 
for executive session. 

Senator Cuavez. All right. 

Senator Ellender? 


NECESSITY FOR AIRCRAFT CARRIERS 


Senator ELtenpeR. General Twining, I am very much interested 
in the split decisions you spoke of a moment ago. 

Yesterday, Admiral Burke made a strong plea for super aircraft 
carriers. I understand that these carriers cost about $320 million, 
and with support planes and ships the cost will aggregate approxi- 
mately one-half billion dollars. 
oaee it a split decision that determined this carrier should be 

t! 

General Twinina. Well, that is a modernization of the forces, and 
the services themselves can modernize without going to the Chiefs as 
long as they do not exceed the force levels authorized. 

Senator ELLenpDER. But you have just stated that in case of total 
war, a supercarrier would be useless in the Mediterranean. I agree 
with you. However, Admiral Burke feels differently. Is it proper 
for us to spend such huge sums on carriers when we could be using 
that money to increase airpower? 

Senator Stennis. Will you yield for a question? 

What kind of power is a carrier if it is not airpower? 

Senator ELtenpER. You did not hear Admiral Burke state that 
they were being provided to protect shipping in the Mediterranean. 

While our good friend, General Twining, says that in a general war 
a supercarrier would be of little value in the Mediterranean. 

General Twintna. I said I did not think they would be there. 

Senator Stennis. I have heard that testimony, and there are two 
sides to the argument, of course. 

Senator ELLenpER. I asked the question because General Twining 
made reference to split decisions made by the Joint Chiefs. 

General Twintnc. You see, what happens: The Navy would be 
authorized 

Senator ELtenpER. Who authorizes you? 

General Twin1nc. The Chiefs decided. We discussed the size of 
the forces. But the Navy is authorized so many attack-type carriers. 
That is the big one. 

Senator ELLENDER. Who makes that decision, General? 

General Twintnc. The Chiefs of Staff do that. We agreed on that, 
as to the numbers. 

Senator Toye. You mean, if I may interrupt, it was the Joint Chiefs 
of Staff in their good judgment who made the determination as to that? 
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General Twintne. The attack-type carrier. The JCS do not say 
how big they are to be, what they are going to be powered with, or 
what kind of airplanes they are going to put on them. At the end 
of World War II they were all fairly small when compared with the 
size of today’s attack-type carriers. Then they moved into the big 
ones. That is modernization within the Navy. Now they go to the 
atomic type. They do not come to the Joint Chiefs on the atomic type. 

Senator ELLenpeER. But that requires much more money. 

General Twintna. Yes. 

Senator ELtenper. And that certainly would have an overall effect 
on the amount of money you request. If we spend more than is 
necessary in one place, it will have an effect on what we will be able 
to spend for necessaries. 

Senator Syminaton. What I would like to see is a little more uni- 
fication, to save money. 

Senator CHavez. I think every member of the committee wants to 
save as much money as possible. But I have a different idea of 
unification. 

In my opinion it does not mean merger of the different functions 
of the Air Force, the Navy, or the Army. I am for unification of 
ideas and policy. I am for that. But the Air Force has one par- 
ticular function, the Navy another function, and the Army has another 
function, each necessary for our defense. 


EMPLOYMENT OF MISSILES FROM CARRIERS 


Senator Taye. Mr. Chairman, would you mind a question at this 

int? 

57 would like to make the explanation that one reason why I have 
not been able to sit in on these hearings today is that we have just 
completed a markup on another appropriation bill. 

Reading your statement here, Secretary Douglas, on page 3, it 
would indicate that the guided-missile phase of our defense is coming 
into being. And the question is: Would you have guided missiles 
aboard a naval vessel such as a carrier? Would they have a guided 
missile installation type of defense, as well as the striking power along 
with the carrier responsibility? 

General Twintnc. They would have what we call surface-to-air 
type guided missiles, but they would not be operating the big, long- 
range missiles. 

Senator THyr. Would they have any intercepting type of defense 
aboard, so that they would not be, as we have sometimes heard it said, 
an actual “sitting duck” on the ocean for the nuclear or the guided- 
missile type of warfare? 

General Twrntna. The carrier itself has a great supporting fleet 
called the task force, destroyers and cruisers, and maybe missile ships. 
They will have antiaircraft guns on them— 

Senator Tuyr. Yes. But they also have the surface-to-air type of 
missile as part of the general overall defense. 

General Twinina. That is correct. 


INCREASING INTRODUCTION OF MISSILES INTO INVENTORY 


Senator Tuyr. As I have read your testimony here, Mr. Secretary, 
I know there is some definite change in the type of wing strength. 
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You have changed that wing structure and the assembly of planes from 
that of a year or 2 years ago, and you are bringing into being then 
your new type of warfare, such as your guided-missile defense, as well 
as striking power. 

Secretary Dovetas. That is right. We brought in one Matador 
wing of guided missiles, and the Army is bringing in their Nike, and 
we are making substitutions where we can. 


PHASING OUT AIR-STRIKING POWER 


Senator Toye. Mr. Chairman, having hurriedly scanned the 
Secretary’s statement as presented to this committee, you can see 
where the new phase of our defense and our striking power, such as the 
guided missile and the atomic warhead will phase out some of the air- 
striking power and the air defense that we used to think of 5 years ago 
as an absolute must. 

Am I right or wrong in making that interpretation from this state- 
ment? 

General Twininc. That is correct. 

Senator Tuyr. Mr. Chairman, that is all that I have here. It was 
unfortunate that I could not have sat through all of the testimony 
here today. 

I know it would have been most valuable to me. 

Senator Srennis. Mr. Secretary, | am sorry I could not be in here 
to hear this testimony today and yesterday, too. I had to attend 
other meetings of the Appropriations Committee, and I am not makin 
this a second choice, but I had heard a great deal of this in the Avuied 
Services Committee. I know what a fine Air Force we have, what 
great striking power we have. And I will say this as a general 
proposition, General Twining: I like to see the money put on the 
offensive weapons. And I think that your bill is going to continue 
to go up, with these new missiles, and the fact is that it is already so 
large a segment of our Federal budget, that I think you are going to 
have to phase out some of these items Senator Thye mentioned as you 
phase in your newer and more expensive ones. And I hope that we 
can get away from some of the point defense we have now to more of 
what you call a perimeter defense; not saving any money as a whole, 
but just putting it somewhere else, at least, and we can then strengthen 
our defense, it looks to me. 

I know you agree with that as a general proposition. 

I really think these carriers have their place, too. I did not hear 
what Admiral Burke said yesterday that Senator Ellender specifically 
referred to, but they have strong points, and, of course, they have 
some disadvantages. 

Let me say that I do not know what the future will be but the people 
are awfully disturbed about the budget. I can tell you that. And 
they have been thinking about this military program as a temporary 
proposition, more of a hope than a thought. 

I do think you were cast in a critical place at a critical time to help 
people understand these things and also show them some economies, 
if we may use that word, where you are saving some money, and also 
where there is some more unification in some of these programs. 

1 am not lecturing anyone. I am just trying to throw out here 
what I think the situation is, and the next 4 vears will determine 
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whether we have properly prepared our people to continue this pro- 
am as a permanent military program, or whether they will tire of it 
and want to drop some. 
I am glad to have been here with you. 


COST OF MISSILE WINGS 


Senator CHAvez. One last question for clarification. 

Earlier in the day I asked the question: Could you tell us about 
how much a missile wing is estimated to cost, compared with the air 
wing? The Secretary, in his statement, stated that we had one 
wing of Matadors. Surely he must know how much that costs as 
compared to the other type wing. 

Senator Dovatas. I would hesitate to give you right now, myself, 
the answer to that. 

General Bocarr. We can tell you how much that specific wing 
costs. 

Secretary Dovetas. And, of course, we are working with the 
problem constantly of various operational arrangements and missile 
sites, missile bases. 

Senator CHAvez. In reading your statement, 1 came across that 
paragraph which said you had one missile wing. 

Secretary Doucuias. We can give you the answer to that. 

Senator Cuavez. As compared to the air wing. 

General Bocart. That would compare with the fighter bomber 
wing. 

Secretary Dovetas. I think it might be of interest to you to say 
that with respect to such wings as we have in Matador and in Air 


Defense wings, we believe we will be able to utilize existing bases to 
a very large extent for the additional activity of providing for guided 
missile wings in some instances. 

Were we to move such a wing in, we would move a fighter wing out, 
if we continue to utilize it. Or we may drop the fighter wing out of 
the program. 


FAMILY HOUSING 


Senator Cuavez. There is another matter I do not think was 
brought out. What about your housing generally? 

Secretary Doucuas. Well, I made a very brief reference to housing 
in my statement this morning, Mr. Chairman. 

I referred to the fact that we are relying on Capehart housing very 
largely to meet the housing requirements of the Air Force in this 
country. 

We have, after a rather slow start, made substantial progress. 
We have one major project complete at Abilene. We have a sub- 
stantial number of housing units now ready at Eglin in Florida. 
There are about 10,000 units that are either under contract or ready 
for contract. 

Senator CHavez. Do you happen to know of any problem in Albu- 
querque at Kirtland Field? 

Secretary Douatas. I think Kirtland Field has a Capehart project. 
It may have been bid on. I am not sure. I will have to find the 
answer to that. 
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Senator Cuavez. I wish you would. And also at Holloman at 
Alamogordo. 

And, incidentally, I am going, on the 8th of June, to Clovis, J 
wish you would give me the silictn tot you have as to whether or 
not there are any housing problems at any of those bases. 

Secretary Dovauas. Yes, we will do that. 

(The information referred to follows:) 


DEPARTMENT OF THE AIR Force—Sratus or Famity Hovsinea 
CLOVIS AIR FORCE BASE 


1. The Department of the Air Force has a requirement for 1,053 family housing 
units at Clovis Air Force Base for military personnel who are entitled to quarters 
or quarters allowances in lieu thereof, under permanent legislation. There is an 
additional requirement for 465 units for lower grade airmen entitled to dependency 
benefits under temporary legislation and for whom the Department of Defense 
does not program family housing. 

2. There are 175 adequate public quarters, 140 adequate units available from 
community sources and 187 units of appropriated fund housing presently under 
construction, a total of 502 adequate units. 

3. There are 884 off-base inadequate units due to construction characteristics 
and 37 due to excessive rents, a total of 921 inadequate units available from com- 
munity sources. Clovis Air Force Base does not have a title VIII (Wherry) 

roject. 
7 4. Based on the gross family housing requirement of 1,053 units for officers and 
upper grade airmen and considering the 502 adequate assets available, there is a 
deficit of 551 adequate family housing units. Including the requirement of 465 
units for lower grade airmen, there is a total deficit of 1,016 adequate family units. 

5. It is anticipated that action will be initiated in the near future for the con- 
struction of title VIII housing in order to relieve the current deficit. 


HOLLOMAN AIR FORCE BASE 


1. The Department of the Air Force has a requirement for 528 family housing 
units at Holloman Air Force Base for the military personnel entitled to quarters 
or quarters allowances in lieu thereof, under permanent legislation and for whom 
the Department of Defense program family housing. In addition there are 378 
lower grade airmen and 1,265 civil service and contractor employed civilians 
requiring housing. 

2. There are 219 inadequate Lanham Act units which are under the jurisdiction 
of the Air Force. Adequate housing units consists of 142 public quarters, 600 
Wherry units, and 135 units available from community sources. 

3. Due to the relatively isolated location of Holloman the requirements for 
key lower grade airmen and civilians are considered essential. For this reason 
a 700-unit title VIII project was certified by the Secretary of the Air Force on 
April 2, 1956. This was reduced to 400 units on September 21, 1956 by the 
Office, Secretary of Defense. On May 17, 1957 the construction of the 400 units 
was deferred by the Office, Secretary of Defense, pending further study. 

4. A request is being submitted to the Office, vaehen? of Defense for recon- 
sideration of the full 700 unit project. This request is based on the unusual 
mission at Holloman which requires that housing be provided to assure availability 
of scientists, technicians, and other key civilians for the effective performance of 
the mission. 

KIRTLAND AIR FORCE BASE 


1. The Department of the Air Force has a requirement for 1,549 family housing 
units at Kirtland Air Force Base for military personnel entitled to quarters or 
quarters allowances in lieu thereof, under permanent legislation and for whom 
the Department of Defense programs family housing. Additionally there is a 
requirement for 414 units for lower grade airmen entitled to dependency benefits 
under temporary legislation, for whom the Department of Defense does not 
program family housing. 

2. Adequate Government-owned or controlled units consist of 5 public quarters, 
5 additional senior officers quarters under construction and 460 Wherry units, 
for a total of 470 adequate family housing units. In addition, there are 287 
adequate units available from community sources for a total of 757 adequate 
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family housing units. The number of units available from community support 
js considerably less than the number of units previously reported as available 
from this source and which was in error. The revised number of 287 units is 
based on a survey conducted in April 1957. 

3. Inadequate quarters available consist of 15 public quarters, 99 old Lanham 


Act units now under the jurisdiction of the Air Force and 1,352 inadequate private 
rentals in the local community. 


4. Based on a requirement of 1,549 units, there is a deficit of 792 units for 
officers and upper grade airmen. Including 414 units for lower grade airmen the 
total deficit is 1,206. The Air Force is currently studying the possibilities of 
developing a title VIII housing project for this base. The exact size of the 
project cannot be determined until this study is completed. 


WALKER AIR FORCE BASE 


1. The Department of the Air Force has a requirement for 2,060 family housing 
units at Walker Air Force Base for military personnel entitled to quarters or 
uarters allowances in lieu thereof, under permanent legislation and for whom the 
epartment of Defense programs family housing. There is an additional require- 
ment for 874 units for lower grade airmen entitled to dependency benefits under 


temporary legislation for whom the Department of Defense does not program 
family housing. 


2. There are available 800 Wherry housing family housing units and 982 units 
from community sources for a total of 1,782 adequate units. 

3. Inadequate units consist of 1,074 from community sources, and 130 trailers. 
Also — are 147 inadequate public quarters of which only 74 are presently 
occupied. 

4. Based on a requirement of 2,060 family housing units for officers and upper 
grade airmen and considering the 1,782 adequate units, there is a deficit of 278 
units, excluding the 874 lower grade airmen. Since approximately 90 percent of 
the total housing requirements have been met at this location, and in view of the 
Office, Secretary of Defense, established criteria, it does not appear practical to 
submit a request for another housing project at this time. owever, the Air 


Force will make a study of this situation with a view of satisfying the total housing 
requirement. 


TRIBUTE TO SECRETARY 


Senator Srennis. I believe this is the Secretary’s first appearance 
here before your committee as full Secretary of the Air Force. We 
want to give him a special welcome. And he comes unusually well 
qualified, unusually well qualified for this place—and a striking ex- 
ample, if I may say this, that we need more and more of. In these 
ete of the Government we have to have more men who are 
willing to stay. I am not referring to anyone that is leaving. 

Senator Cuavez. I said earlier in the day that the Secretary ap- 
peared to me to know what he is talking about. 


USE OF APPROPRIATED FUNDS FOR HOUSING 


Senator Srennis. Mr. Secretary, on the housing, from your expe- 
rience, and all, do you not think that the service, the Air Force, would 
really get more for its dollar by going back to the straight appropriated 
funds, where the Government appropriates the money and builds the 
houses? 

Senator Cuavez. Within the reservation. 

Senator Srennis. If possible. 

Secretary Dovua.as. Senator Stennis, it is certainly a fact that you 
can prove your house came out with less overall cost to the Nation 
if you use appropriated housing. However, I am satisfied from what 
experience | have had with the problem that adequate housing for 
the services will never be built through direct appropriations. Direct 
appropriations mean annual expenditures. Therefore, there is very 
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little housing built out of appropriated funds, particularly when you 
are trying to balance Federal budgets. 

It has been my experience that we really tried to go along that 
road. I think the views of the Defense Department in the Office 
of the Secretary of Defense a couple of years ago quite strongly 
favored appropriated housing. 

Just as soon as the pressure is on to show a somewhat reduced 
overall program or expenditure for the military services, housing is 
one of the first things that goes out—and it is inevitable. I mean, 
the Air Force would do it. The Office of the Secretary of Defense 
would do it. The Bureau of the Budget would do it. And I think 
the Congress does the same thing. When faced with the problem, 
housing suffers. Because you can operate an air wing to some extent 
with community support, from trailers, with very inadequate housing 
support. I personally am very much pleased that we have the 
Capehart Act available and that we have learned enough about the 
act and how to finance under it—so that we will continue to make 
very real progress. And the figures I gave a few moments ago, I 
think, indicate that we are making good progress. 

Senator Stennis. You do not mean to say, though, that you are 
just not willing to face the figures and the facts and that you have 
the Capehart program to avoid the necessity of getting appropriations. 

Secretary Doveuas. I think this, as a practical matter, Senator, is 
the only way we will get the housing. And there is a very substantial 
amount of housing that we very badly need. 


COSTS UNDER CAPEHART ACT NOT REFLECTED IN BUDGET 


Senator Stennis. I do not know that these figures are absolutely 
accurate, but I just happen to know that the Air Force this year, 
according to your present plans, will build around a billion dollars’ 
worth of Capehart housing. Now, that is a billion dollars that is not 
reflected in the budget. And if it runs the 25-year amortization at 
4 percent, with the one-half percent additional charges that usually 
go on, it would cost the Government $1,647 million to pay for those 
houses for the Air Force. 

I think that belongs in this picture of our financing and our budget. 
I do not quote those figures as being absolutely accurate. 

Secretary Dovuauas. I would like the opportunity to comment on 
that statement, Senator. 

Senator Srennis. You certainly will have that opportunity. 

Secretary Dovuctas. At a later time. 

Senator Srennis. Well, you may comment now, just as soon as I 
finish my sentence. But that is just a proposition here, that it is our 
responsibility to look at directly in the face. Because it is a billion 
dollars, and that is just one service. It is not in the budget, but they 
are still spending that money this year, in effect. 

I had this calculation handed to me by one of the clerks over at the 
Armed Services Committee. 


HOUSING COSTS 


Secretary Douaias. My arithmetic may very easily be in error, 
but if we put down $15,000 per unit, which is pretty close to the 
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figure, 1,000 such units costs $15 million; 10,000 such units costs 
$150 million. 

The cost of the housing will be paid out of the rental allowances 
normally accorded the officer or airman if he were not furnished 
Government quarters. This money is provided in the military 
personnel appropriation which is an annual appropriation. The total 
mortgage assumed by the Government will be amortized over a 
period of years, depending upon the terms of the mortgage agreement, 
from the rental allowances which would have otherwise been provided 
the military personnel occupying Capehart housing. 

Senator Stennis. How many do you have planned? 

Secretary Dova.ias. The total program presently approved is 
42,000, I think, and we have 10,000 underway. There have been 
figures as high as 51,000 and even 60,000 units. But at the present 
time the program is some 42,000 or 43,000 units. 

Senator Stennis. Well, the first of the year we were told, in the 
Armed Services Committee, that you planned 61,000 units. 

Secretary Dovauas. Well, your 60,000 units would do it, sir. 

Senator Stennis. And that will run close to a billion. 

Secretary Dovaeuas. That is approximately right. 

Senator Stennis. You have changed your plans on that? 

Secretary Douaias. We have reduced the total number of units 
that we are presently programing. 

Senator STENNIS. Down to 40,000? 

Secretary Dovatas. Yes, sir. 

Senator Stennis. So that, roughly speaking, would be $600 million. 

Secretary Dovauas. That is right. 

Senator Stennis. And when you add the interest charges and all 
on that, it still runs around a billion dollars, even for your reduced 
number. 

Secretary Dovuatas. Before you have paid for the houses. That 
is correct. Now, of course, under this method we do not pay the 
monthly allowance that personnel is otherwise entitled to if housing 
is not provided, and at the end of the term we have something to 
show for what has been spent. 

Senator Srennis. This is such a big problem: Someone made the 
statement to me that someone had made the calculation that you 
could double the housing allowance, and the Government would be 
better off. Double the housing allowance, rather than build the 
houses. 

Senator Toyz. Would the Senator yield at that point? 

Senator Srennis. I would be glad to yield. 
That would not provide the houses, of course. 
ISLANDS 


HOUSING IN HAWAIIAN 





Senator Tuyr. That is the question that occurred to me. And if 
the Senator would permit, I did want to ask this one question. That 
is relative to the Hawaiian Islands. Has your housing situation im- 
proved on the Islands? It was deplorable about 18 months ago. 
General Twintne. The housing is not too bad over there now. 
Admiral Radford was over there with Mr. McNeil, and he could give 
you the picture when he comes up here. But they do want to hold 
the military population down over there because of housing. 
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Senator Turn. It was extremely bad 18 months ago, and I know 
that as to the Capehart housing, they had not gotten started on that, 
They were still in the Solicitor’s Office with that question, trying to 
get it clarified. 

And I just wondered whether the situation had improved, so that 
the families were not living under those deplorable conditions. The 
reason I wanted to comment right at that point, Senator Stennis, was 
simply that if you did not have the housing, and you were dependent 
on civilian rental, you would be in trouble. 

Senator Stennis. I do not want to stop the building. I want you 
to have housing. But I want to know what it is costing and know 
how fast we are going. 

Senator Cuavez. Mr. Secretary, I wish you would furnish for the 
record information as to what new airbases were started during 1957 
and where they are located. 

General Boaarrt. Yes; I shall. 

(The information referred to follows:) 







































New Bases StartTep DurinG Fiscat YEAR 1957 





The Air Force has started construction of 2 new active-establishment airbases 
during fiscalyear 1957, 1 in Wisconsin known as Richard I. Bong Air Force Base 
and 1 in California known as Cooke Air Force Base. 

Richard I. Bong Air Force Base was initially authorized for the Greater Mil- 
waukee area in Public Law 161, 84th Congress. This new base is to take care 
of the air-defense mission which must vacate O’Hare International Airport at 
Chicago, Ill. This base will also accommodate a strategic air mission. 

Cooke Air Force Base is the Army installation known as Camp Cooke. The 
Air Force has acquired this location from the Army and is developing guided- 
missile training and operational facilities. The base support facilities are being 
provided by rehabilitating existing structures. Authorization for developing 
Cooke Air Force Base is contained in section 302 (a) of .Public Law 968, 84th 
Congress. 


It should be noted that the fiscal year 1957 construction program approved 
by the Appropriations Committees permitted the initiation of construction at the 
national reactor test site in Utah, and in the Greater Portland area in Oregon. 
However, this construction was never started due to changes in policy with 
respect to locating the Air Force activity on these sites. 

Senator Stennis. May I make one request? 

Mr. Secretary, would you be good enough, within the next week, to 
furnish the chairman and the committee with a statement with respect 
to this new directive, 7200.4? 

Secretary Dovatas. I shall be very happy to. 
(The statement referred to appears on p. 1528.) 


DEPARTMENT OF DEFENSE 


STATEMENT OF HON. WILLIAM H. FRANCIS, JR., ASSISTANT 
SECRETARY OF DEFENSE FOR MANPOWER 


RIOGRAPHY OF WITNESS 


Senator Cuavez. We shall now hear from Secretary William H. 

Francis, Jr., Assistant Secretary of Defense for Manpower. 
Before he proceeds, since this is his first appearance before this 

committee, I shall insert a brief biography in the record. 

(The statement referred to follows:) 
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William H. Francis, Jr., was nominated to be Assistant Secretary of Defense 
(Manpower, Personnel, and Reserve) by the President on March 14, 1957. His 
nomination was confirmed by the Senate on March 22, 1957, and he was sworn into 
office April 19, 1957. 

Mr. Francis was born in Fort Worth, Tex., on November 11, 1914, the son of 
William H. and Frances Lysaght Francis. He attended the public schools of 
Dallas, graduating from Highland High School in Dallas in 1931. 

After attending Rice Institute, from which he received his bachelor of arts 
degree in 1935, Mr. Francis entered the University of Texas Law School, where 
he was student editor of the Texas Law Review and a member of the honorary 
legal fraternities, Phi Delta Phi, Chancellors, and Order of the Coif. 

Graduating from the University of Texas Law School with highest honors, 
Mr. Francis received his bachelor of laws degree in 1938 and entered the practice 
of law the same year with the Houston firm of Vinson, Elkins, Weems & Francis. 
With the exception of 5 years (1941-45), Mr. Francis was associated with this 
firm in the general practice of law until January 1, 1951. 

During World War II, Mr. Francis served with the United States Army. 
Entering the Army in March 1941, he saw service in the Eighth Corps area, 
Panama, England, France, Belgium, and Germany. His Suresonn service 
included assignments as a captain with the Intelligence Division of the Supreme 
Headquarters Staff until the capitulation of Germany. Decorated for meritorious 
service with the Bronze Star and Belgian Croix de Guerre, Mr. Francis was released 
from active duty in 1945. 

From January 1, 1951, until he assumed his present assignment, Mr. Francis 
engaged in the private practice of law and the management of personal business 
affairs, primarily oil, ranching, and real estate. 

Mr. Francis is married to the former Caroline Keith Wiess. He is a member of 
the St. John the Divine Episcopal Church, the American, Texas, and Houston 
Bar Associations. 

GENERAL STATEMENT 


Senator CHavez. And now, Mr. Secretary, you may proceed. 
Secretary Francis. Mr. Chairman and members of the committee, 
the Secretary of Defense and other defense witnesses have already 
discussed various aspects of our military programs with you. For 
my part, I wish to give you a report on the men and women who 
make up the active and reserve forces and the force of civilian em- 
ployees. We will be talking about slightly more than 8 million 
individuals. It is these people who go about the day-to-day business 
of preserving world peace. The pay and related military and civilian 
costs, excluding housing, of this defense force represent $17.3 billions 
out of our overall defense budget of $38.5 billions. 


ACTIVE FORCE STRENGTHS 


The fiscal year 1958 budget provides for the extension of the level 
force concept for another year. We plan to enter the year with an 
active force strength of 2,795,700 and to end with 2,800,000. The 
increase of 4,300 will occur in the Air Force. As shown on the chart, 
we plan to have an Army of 1 million, a Navy of 675,000, a Marine 
Corps of 200,000, and an Air Force of 925,000. 











| 
| Actual Planned strength 
strength, et a 
end fiscal 
year 1956 End fiscal End fiscal 
year 1957 year 1958 
juin il Seams aS ee | mr aaplecsalids 
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At the end of fiscal year 1956, we had active forces of 2,805,550, 
We were committed at that time to the retention of reasonably level 
forces for the indefinite future. We were also working under guidance 
from President Eisenhower who had written to Secretary Wilson on 
January 5, 1955, that: 

Lack of reasonable stability is the most wasteful and expensive practice jp 
military activity. 

Minor shifts in strength occur among the services between the end 
of fiscal year 1956 and the end of fiscal year 1958, but no significant 
changes. Each service will benefit from the opportunity to take 
orderly personnel actions during this period and to rectify some of the 


problems resulting from the two wars this generation of military 
personnel has fought. 













CIVILIAN MANPOWER 


The review of civilian manpower requirements is coordinated with 
the review of military manpower requirements. We have had very 
stable civilian employment, as can be seen from the following chart 
which shows the actual civilian strength in object class 01 (personal 
services) for end fiscal year 1956 and that planned at end fiscal year 
1957 and end fiscal year 1958: 





| Actual Planned strength 


strength, cg aa Sian 
end, fiscal 
year 1956 End, fiseal End, fiscal 





year 1957 year 1958 













I i 434, 691 435, 185 436, 842 
OT re SER Se ethee eis Fetes eee eas 394, 669 401, 782 399, 944 
Mie Perea. 55h ea eek gis bebe ek - Saeed 348, 230 339, 502 335, 240 
Se. Beet he ht roses enh EE ae Lm | 1, 728 1, 7% 

a ste el aia | 1,179,486 | 1, 178,197 1, 173, 752 
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_ The adjustment planned in fiscal year 1957 is a decrease of 1,289; 
in fiscal year 1958 we plan to have an additional decrease of 4,445. 


SUMMER EMPLOYMENT 


Included in the manpower authorizations which the Secretary of 
Defense will issue to the military departments, based on the above 
appropriated strengths, will be an allowance for temporary seasonal 
employment. We realize that weather conditions, the availability of 
students for summer employment, the seasonal humps in the Reserve 
training establishments require the civilian employment to peak 
during the summer months. We have worked out a schedule of such 
civilian employment with the services and will be able to do a better 
job of managing the resources available for the support of civilian 
employment. 













OVERSEAS SUPPORT PERSONNEL 






We also have a group of foreign nationals who contribute to the 
accomplishment of the defense workload overseas. These personnel 
are technically described as object class 07 personnel (other con- 
tractual services) and are budgeted for accordingly. They perform 
personal services under contracts or agreements with foreign govern- 
ments. 
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Personnel in this category at end fiscal year 1956 and estimated for 
end fiscal year 1957 and end fiscal year 1958 are indicated below: 


Ree SS Te eee 


Actual Estimated Estimated 
end fiseal end fiseal end fiscal 
year 1956 year 1957 year 1958 


184, 590 181, 590 
21, 831 21,734 
80, 065 81, 280 


286, 486 284, 604 





The adjustment planned in fiscal year 1957 is a decrease of 4,576 
with an additional decrease planned in fiscal year 1958 of 1,882. The 
small decreases expected are in connection with the phase-down of 
workload in the Far East. 


BALANCE IN THE WORK FORCE 


In spite of our best planning and most accurate forecasting, we 
realize that some changes will probably occur within our work force 
between now and the end of fiscal year 1958. We will keep contin- 
ually abreast of the changing requirements and maintain the military, 
civilian, and indigenous - components of our defense work force in 
balance so that the most efficient returns are supplied for our defense 
personnel investments. Our objective is to have sufficient personnel 
of each type to perform the assigned missions properly, but no more 
than are really essential. 

OPERATING FORCES 


Mr. Wilson has already given you information on the major mili- 
tary units to be maintained in fiscal year 1958 and has commented 
on the major decisions made during the course of preparing the fiscal 
year 1958 budget regarding the roles and missions. I will not com- 
ment further on this but would like to mention the allocation of 
military personnel to the major categories with which you are familiar. 

At the end of fiscal year 1958, we expect to have 63.5 percent of our 
personnel in the operating forces. This is in contrast to 62.7 percent 
at the end of fiscal year 1956 and an expected 63.5 percent at the end 
of fiscal year 1957. Minor fluctuations are to be expected and are a 
result of the enlistment cycles, reenlistment rates, deployments, and 
so forth. This allocation of personnel to operating forces has leveled 
off as we had expected and as we predicted to you last year. 

No significant changes will occur in the allocation of personnel to 
other major program categories in fiscal year 1958, but for your 
information, we expect to have 15.6 percent in the supporting forces, 
17.2 percent in training forces, and 3.7 percent in a transient status. 


PERSONNEL LEAD TIME 


It is readily accepted that the firepower of our weapons is increasing 
and that our advanced weapons are more difficult to maintain. It is 
also apparent to us that it is more difficult to train personnel to get out 
of the weapons the maximum that the engineers have built into them. 
Training is becoming more expensive in terms of time to qualify an 
individual and in terms of dollars to support this training. 
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Amazing as have been some of the recent developments in weaponry 
even more spectacular ones are on the test stands in the research and 
development laboratories and on the drawing boards of industry. The 
treadmill keeps moving faster and faster. We fear technology: wil] 
outstrip the ability of personnel to employ and maintain its products, 

The answers to this challenge appear to be greater lead time in 
personnel training plans and increased stress on quality personnel, 

Personnel lead time may be illustrated by the crew of the atomic. 
powered Nautilus. The great majority of this crew were in training 
in the Navy before the Nautilus was on the drawing boards. They 
were in training in other types of submarines so that they had the level 
of training necessary to take the next step higher to man this revolu- 
tionary weapon successfully. 

The same is true of the B-52. The men who crew these planes were 
in training in the Air Force in other types of planes before the B-52 
was on the drawing boards. 

To man the weapons of the future, we must maintain the best men 
and women now in the services in requisite numbers and skills so that 
they have the background and aptitude to use successfully the next 
generation of weapons in defense of this Nation and the free world. 

I know of no more serious problem facing the Department of Defense 
today. More advanced weapons are a poor investment if we do not 
have the trained personnel to operate them. 


CONGRESSIONAL ASSISTANCE 


The needs of the Department of Defense for personnel legislation 
have been well recognized by the Congress. This committee assisted 
in the passage of the Career Incentive Act and other major laws such 
as survivor’s benefits, dependent medical care, doctor’s career in- 
centives, and Regular officer augmentation. These and other bills of 
importance to the serviceman have been of assistance to the Defense 
Department in coping with its problem of personnel turnover. 


IMPLEMENTATION OF LEGISLATION 


The committee is familiar with the career incentive task force used 
by the Defense Department in presenting these bills for congressional 
consideration. When enacted, we used the same technique to de- 
velop the information program for our service personnel and get word 
of the importance and impact of these bills to all corners of the world 
where our personnel are serving. We have some results to show for 
the laws the Congress gave us and the efforts made by many capable 
people in implementing them. 

It is not possible to measure the exact impact each bill had on each 
serviceman. Rather, it is the cumulative effect of these major and 
minor laws which have produced results. 


TURNOVER REDUCED 


In fiscal year 1954, the reenlistment rate was 23.7 percent. For 
fiscal year 1956, it was 43.6 percent. It is up slightly to 44.5 percent 
in fiscal year 1957. In the post-Korea period, only 1 out of 6 junior 
officers stayed beyond his period of obligated duty. Now 1 out of 4 
elects to remain with us. We hope to improve this further as a 
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result of the Reserve officer term retention plan which I will discuss 
in more detail later. We hope that by having a larger number of 
more experienced officers in contact with our trained enlisted per- 
sonnel that we will inspire a larger number of reenlistments from 
quality personnel. 

REGULAR OFFICER INCREASES 


The Armed Forces Regular Officer Augmentation Act of 1956 
authorized significant increases in Regular officer strength in the 
Army and the Air Force. The interim goal set for end fiscal year 
1958 was to bring about 7,000 Regular officers into the Army and 
about 25,000 into the Air Force. This would increase the percentage 
of Regular officers on active duty in these services to 36 percent. 
The Navy with about 46 percent Regular officers and the Marine 
Corps with about 50 percent Regular officers are continuing their 
normal procurement plans to maintain present strengths. 

Regulations have been prepared and distributed to the field and 
the processing of applications leading to final selection and appoint- 
ment has begun. The Army has received over 21,000 applications 
for appointment. 

The Air Force ran a first-application period for lieutenants during 
the period July-September 1956. They received 2,415 applications 
and have tendered 2,050 appointments to be accepted by June 1957. 
The Air Force also programed an application period which terminated 
March 14, 1957. Under that program they received 59,242 applica- 
tions for appointment. 

While we have had loyal and effective service from the many 
Reserve officers who agreed to spend extended periods of active duty 
in the Army and the Air Force, we feel that transfer to regular status 
will bring valuable long-term benefits and assist in reducing turnover 
in the armed services. 


MEDICAL AND DENTAL OFFICER RETENTION 


Specific results may also be cited in the medical and dental officer 
fields. In fiscal year 1955, the Medical Corps of the 3 depart- 
ments gained 174 doctors of medicine; in fiscal year 1956 the gains 
were 351—more than double the previous year’s results; in the first 
5 onthe of fiscal year 1957, 358 medical officers entered the regular 
ranks. 

Losses of regular medical officers have similarly declined from 469 
in fiscal year 1955 to 278 in fiscal year 1956, and 107 in the first 5 
months of fiscal year 1957. 

The picture in the Dental Corps is essentially the same as for the 
Medical Corps. Gains in fiscal year 1955 were 66, with an increase 
to 153 in fiscal year 1956, and 109 in the first 5 months of fiscal year 
1957. Losses have been cut from 103 in fiscal year 1955 to 35 in 
fiscal year 1956 and to 10 in fiscal year 1957. 

We are still short of the regular officer requirements in doctors and 
dentists, but the gains now exceed the losses, and the trend is headed 
in the proper direction. 


EXPERIENCE INCREASED 


In fiscal year 1954, at the post-Korea low, the portion of the active 
forces with more than 4 years’ service was 23 percent; by the end of 
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fiscal year 1956, this had risen to 34 percent due to reenlistment 
uptrends and a somewhat smaller total force. 

In fiscal year 1954, of these reenlisting, 47 percent elected a 6-year 
reenlistment; for fiscal year 1956, 74 percent chose the longer 6-year 
reenlistment. The reenlistment bonus system is weighted in favor of 
the longer reenlistment, but whatever the reason, the longer career 
commitment gives increased stability to our enlisted forces and is an 
encouraging sign. 







































NUMBERS PROBLEM 


The reversal of our loss trends and the increasing experience of our 
personne! structure are extremely important to us. It means that the 
problem of manning a peacetime force twice the size of our pre-Korea 
Armed Forces can be solved from the numbers point of view. Aggres- 
sive recruiting programs, strong reenlistment programs, the con- 
tinued stimulus of the draft and its use as necessary indicates to us that 
the ranks can be filled. 

Some may presume that our turnover problem has been solved. We 
wish this were so. But, unfortunately, solving the numerical problem 
is but the necessary prerequisite to the solution of the next, and more 
difficult problem—the quality problem. 


THE QUALITY PROBLEM 





The present complexity of weapons, the certain increases in com- 
plexity in future weapons, and the inherent limitations of some of the 
personnel now in the military services set the stage for a discussion 
of the quality program. 

At the end of World War II about 34 percent of the enlisted per- 
sonnel were in jobs calling for technicians and mechanics. By the 
time of Korea, this had increased to 41 percent; in fiscal year 1956 it 
had further increased to 44 percent. We know it will go higher in 
the future. 

The more complicated weapons of war, the greater mobility of 
modern military forces, the greater destructiveness of individual 
weapons, and the required greater dispersion of forces in the battle 
areas calls for leaders of increased competence and higher capacity for 
independent and timely action. 

Previously, I have cited some of the plusses in the personnel picture 
as a result of beneficial legislation and strong administrative imple- 
mentation of it. It is equally proper that we realistically identify 
the debit side of our personnel picture. 


REENLISTMENT BY SKILLS 


Men in the occupational specialties requiring long-lead-time train- 
ing, such as radarmen, sonarmen, instrument repairmen, and so forth— 
are reenlisting after their first term of service at one-half the rate of 
those in the short-lead-time skills, such as food-service personnel, 
vehicle operators, and military policemen. 

The lure of greater opportunities in civilian life and the inconven- 
iences and nature of iinlitery life are the fundamental reasons for our 
better qualified personnel leaving in such alarming numbers. 
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In correcting this situation, I wish to stress that we are not trying 
to eliminate all turnover in the Armed Forces but simply to reduce the 
turnover in critical areas. Without turnover, we would tend to get 
an aging force, increasing numbers of servicemen’s dependents, and 
reduced physical ability to withstand the rigors of combat life. Such 
a force would be unnecessarily expensive. 

It is clear that to achieve optimum personnel retention we need to 
strike a better balance between those technical and leadership occupa- 
tions that take the longest and are most costly to train, and those 
skills that can be developed rapidly at lesser cost. This is the prob- 
lem which the Committee on Technical and Professional Compensation 
headed by Mr. Ralph J. Cordiner has been studying since last June. 


QUALITY CONSCIOUSNESS 


In each of the services we feel that an increasing quality conscious- 
ness has been developed. Here are some of the steps being taken: 
Promotions have been frozen in surplus skill areas. 
Retraining to shortage skill areas is encouraged by timely 
internal information programs. 
Recruiting regulations have been administratively modified to 
procure a lower percentage of mental category IV personnel. 
Reenlistment standards have been raised. 
Optimum reenlistment rates by skill groupments have been 
explored. 

These actions permit refinement of the skill and leadership require- 
ments of the services from the general to the specific. We feel that 
this is the route which will lead to an effective system to control reen- 
listments so that personnel procured and selectively retained will more 
nearly approximate the specific needs of the services. 

We foresee the lower echelons of our active forces in the first term 
of service as the field from which we select the group needed for longer 
periods of service due to their skill, leadership, and physical assets. 
From this semiprofessional middle group will come the truly profes- 
sional—the most carefully selected, the most dedicated, the most 
highly skilled individuals, and the superior leaders we need for the 


defense of our country. 
THE NEXT STEPS 


In commenting on the Cordiner report released on May 8, 1957 
Mr. Wilson said in part: 


? 


Ultimately the principles enunciated by the Cordiner Committee with respect 
to compensation and manpower management, should form the foundation for an 
integrated program to achieve and maintain the necessary quality, experience 
level, and balance by skills required to assure the most effective and economical 
defense posture for the Nation. 

* * * T believe that when it is possible to give them full effect, the Cordiner 
recommendations will result in a significant improvement in reenlistments, 
quality and balance by skills of personnel in the Armed Forces, and thus constitute 
an essential and invaluable contribution to improved national defense, 


Mr. Wilson has charged me with general responsibility for further 
study and development of the overall Cordiner Committee program. 
This will be a major Defense Department undertaking with an 
objective of necessary legislative proposals to the next session of 
Congress. Not all action on this fine report need be delayed, however. 
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IMMEDIATE ACTION PROGRAM 














































wit! 
By using the full extent of the administrative authority of the for 
Secretary of Defense, it is possible to begin action now on a program ane 
of proficiency pay for selected enlisted personnel. This interim action 
is expected to produce favorable results on enlisted retention and will dey 
give us some experience and know-how in the use of a variable pay fro 
system. In the time thus gained we will develop the refinements =e 
for the future system. for 
In the officer area, a legislative proposal to stimulate Reserve we 
officer term retention has been submitted for consideration in this - 
session of Congress. I would like to describe each of these proposals ms 
briefly. 
ENLISTED PROFICIENCY PAY a 
The proficiency pay system for selected enlisted men would affect en 
not more than 15 percent of the total enlisted strength of the 4 
services. Individuals will be selected on the basis of their proficiency 
or special skill qualifications for a 1 or 2 pay grade advancement 
above their military rank. Depending upon the military rank held eu 
and years of service completed, this would make it possible for qualified b 
enlisted personnel to receive pay increases ranging from $12 to $50 
per month. tt 
Preliminary estimates indicate that the total cost for the proficiency ci 
pay sustem for the first year would be $49 million. m 
My office is now working out the appropriate Department of Defense at 
policies, procedures and controls considered necessary to insure 
reasonable uniformity in the treatment of similar skill areas by the a 
services and to insure the most provident use of this pay incentive. p 
RESERVE OFFICER TERM RETENTION 
The Reserve officer term retention plan would call for Reserve - 
officers to enter into term retention contracts for periods of 2 or more : 
years’ duration after completing at least 2 years of active commis- ~ 
sioned service. Upon satisfactory completion of the contracted F 
service and upon release from active duty, the officer would be paid a i 
lump sum amount equal to 2 months’ pay for each year of contract 
service, up to a maximum of 2 years’ pay. 


“Term retention pay” would be paid only for that service rendered 
under contract after enactment of enabling legislation. The length 
of contracts would be determined by each service based on its par- 
ticular requirements. Contracts with individual officers could be 
renewed at the option of the military services. 

We believe that enactment of this proposal will assist us in filling 
the valley that exists in the group of officers with from 4 to 12 years 
of experience. By retaining some of these officers for several addi- 
tional years, we feel that we will receive a better return for the ex- 
pensive investment we have made in their training, especially with 
relation to rated officers. 


CAREERS FOR CIVILIAN PERSONNEL 






The Department of Defense is fortunate to have in its employ a 
loyal civilian work force. The “quit” rate of these employees com- 
pares very favorably with those of other Government agencies and 
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with that of private industry. In administering this civilian work 
force, we have the objectives of increasing the quality of the force 
and also of providing better career opportunities. 

Civilian career planning is going on within each of the military 
departments at an accelerated rate in accordance with instructions 
from the Secretary of Defense. Career fields are being defined for 
major occupational groups. Systematic means are being established 
for the development of personnel in these fields through rotational 
training programs, supplementary instructions at non-Federal training 
institutions, and through provision for consideration of employees for 
romotion on as broad an organization basis as possible. 

Much work needs to be done to expand and improve these civilian 
career programs, but a number of excellent programs are already in 
operation in some components of the department in such fields as 
engineering, supply, safety, and comptrollership. 


POSITION INVENTORY IN SUPPORT ACTIVITIES 


The Hoover Commission recommended that the management of 
support-type activities of the Department of Defense be strengthened 
by providing better career opportunities for both military and civilian 
personnel in those activities. The Commission also recommended 
that more emphasis be placed upon obtaining and developing qualified 
civilians to fill those management positions which do not require 
military incumbents. Considerable progress toward that end is being 
achieved. 

In order to assess the present situation and determine what further 
action might be necessary, an inventory of some 24,000 management 
positions in the support establishment was recently completed. Based 
upon this study, new criteria for designation of positions as military 
or civilian have been issued. Using these criteria, action is now being 
taken specifically to designate each position in the support activities 
as “military” or ‘‘civilian.” It is expected that through this program 
an optimum balance in the utilization of military and civilian personnel 
in these positions can be obtained. 

The strong competition for scarce technical and professional skills 
has created special problems in maintaining the competence of that 
part of our civilian work force. This is another area of study by the 
Cordiner Committee I mentioned previously. 


RESERVE PROGRAMS 


Another major area of cognizance of my office relates to the Re- 
serve programs of the services, including the National Guard. The 
many implementing directives needed to formalize procedures under 
the Reserve Forces Act of 1955 have been issued mod implemented by 
the services. I would like to mention our progress under some of 
these provisions. 


SIX-MONTH TRAINING PROGRAM FOR ENLISTED 


Under the national Reserve plan, submitted to Congress in January 
1955, it was planned to enroll in the Reserve components during fiscal 
year 1956, 100,000 young men between the ages of 17 to 18% for 6 
months’ active duty for training. This plan provided for draft into 
the Reserves, should voluntary means fail to meet established goals. 
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The Reserve Forces Act enacted on August 9, 1955, provided several 
voluntary special enlistment programs but did not include standby 
draft authority. Nonetheless, the services maintained their original 
enlistment goals of 100,000 for the 6 months’ active duty for training 
programs for youths under 18%. 

Actual enlistment for the 6-month program through June 30, 1956, 
totaled 30,461, including 27,272 in the Army Reserve and 3,189 in the 
Marine Corps Reserve. In addition, 3,613 young men in the National 
Guard between the ages 17 to 18% volunteered for the 6 months’ active 
duty for training program. 

Through the end of March 1957, a cumulative total of 78,286 young 
men had enlisted in the 6 months’ active duty for training program in 
all services. The bulk of these, 66,604 were in the Army Reserve, 
369 were in the Navy, 9,711 were in the Marine Corps, and 1,602 in 
the Air Force. In addition, 12,893 in the National Guard have 
entered on active duty for training for 6 months. 

It is significant to note that the Marine Corps and the Coast Guard 
are presently having such success with the 6-month programs that 
they have requested a doubling of their fiscal year 1957 quotas. 
These requests have been approved. 

Based on the steady growth of the 6-month programs during fiscal 
year 1957, the services have raised their goals and the budget under 
consideration contains funds for the support of 76,000 taking training 
in fiscal year 1958. : 

Each man who takes the actual training and returns to a drill pay 
program assists in moving his unit a notch up the quality ladder 
toward true readiness. We regard every man so trained as a definite 
asset. 


DRILL-~PAY PROGRAMS 


On June 30, 1956, the Reserve components, including the National 
Guard, had 912,837 individuals in drill pay status. By June 30, 
1957, this figure is expected to increase to 986,192. The budget under 
consideration requests funds to expand the drill-pay element to 
1,049,627 by June 30, 1958. 7 






















QUALITATIVE READINESS 


The qualitative readiness of the drill-pay portion of the Ready 
Reserve continues to increase. This quality comes from the men 
returning to a participating status after 6 months of active duty and 
the more than 41,000 who have elected to serve out the remaining 
Reserve obligation, following release from active duty, by entering 1 
year of drill-pay participation in the Ready Reserve. 

We also foresee the return of an additional 70,000 young men who 
have selected the program which calls for 2 years of active duty within 
a total obligation of 6 years. These men will begin to return in the 
fall of 1957. 

We have made progress in improving the training and readiness of 
our Reserve components and will continue to stress these progrems in 
fiscal year 1958. However, we still have significant numbers of indi- 
viduals in drill-pay status who have not had prior active duty, 6 
months of active duty for training, or the equivalent of the initial 
training we believe necessary for them to perform their assigned duties 
in the event of mobilization. 
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For this reason, on November 26, 1956, Mr. Wilson directed all 
services to require all nonprior servicemen entering the Reserve com- 
ponents after April 1, 1957, to participate in a period of active duty 
for training shortly after enlistment. It was directed that this period 
of training be of sufficient duration to qualify individuals concerned 
as basically trained for duties assigned. 

The service programs to accomplish this objective have been pre- 
pared and implementation is proceeding. We have had a surge of 
enlistments into the 6 months’ active duty for training programs in 
the Army Reserve, the National Guard, and the Marine Corps Re- 
serve. We believe that the outlook for improvement in the quality 
of our Reserve is bright as a result of the programs underway. 


Six MONTHS’ ACTIVE DUTY FOR TRAINING PROGRAM FOR ROTC GRADUATES 


In fiscal year 1956, over 3,600 Army ROTC graduates were brought 
to 6 months’ active duty for training. This amounted to about 32 
percent of all Army ROTC graduates ordered to active duty during 
that year. 

For fiscal year 1957, Army expects to send some 8,700 or about 
54 percent of the Army ROTC output, to 6 months’ active duty for 
training. The Air Force has indicated that it will initiate a 6-month 
program for certain of its ROTC graduates in the near future. 

All told, by the end of the present college year we expect to have 
placed about 12,000 ROTC graduates on 6 months’ active duty for 
training instead of the traditional 2 or 3 years of full-time officer 
service. Many of the graduates are scientists and engineers whose 
talents are in great demand by industry. 


CRITICAL-SKILL PROGRAM 


To make most effective utilization with industry of individuals with 
critical skills, the Department of Defense has implemented the special 
6 months’ critical-skill program. By the end of April 1957, a total of 
4,982 applications had been filed under this program. Of these, 3,473 
had been approved and 2,443 had actually been enlisted. 

The largest number of approvals among the eligible occupations 
covered professional engineers. Other sizable groups consisted of 
draftsmen, tool and diemakers, chemists, and high school and college 
teachers. On an activity basis, the largest number of approvals cov- 
ered persons employed in research and development. 

This program has been gaining momentum with an average of 314 
applicants approved per month during the 6 months ending April 1957. 


SCREENING THE RESERVE 


There has been a growth in the total strength of the Ready Reserve, 
not on active duty, from June 30, 1955, to February 28, 1957, from 
2,706,C00 to 3,258,006. 

In order to adjust to the statutory ceiling of the Ready Reserve, it 
is expected that the total strength not on active duty will be reduced 
to 2,50C€ 000 by the end of fiscal year 1957. This reduction will be 
accomplished through the screening process which began in mid-1956. 
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Reports on actual screening, compiled as of February 28, 1957, 
show that approximately 1,507,000 reservists have already been prog. 
essed. Of these, about 968,000 have been retained in the Ready 
Reserve. Of the remaining 539,000, 121,000 have been transferred 
to the Standby Reserve and 418,000 discharged. 

Considering the total current strength of the Ready Reserve plus 
the input from direct enlistments, or transfers upon release from 
active duty, the total number to be removed from the Ready Reserve 
in the last 4 months of fiscal year 1957 will be over 700,000. 

The services will be hard pressed to accomplish this task. 


RESERVE SUMMARY 


From an overall point of view, I feel we have come a long way in 
the last year in improving our Reserve programs. The various pro- 
grams I have mentioned are the means by which we will continue to 
stress the qualitative readiness of our Reserve components. We ex- 
pect that fiscal year 1958 will see increased combat potential in each 
of our Reserve components as the farsighted Reserve Forces Act of 
1955 and other laws pertaining to the Reserve components are aggres- 
sively implemented. We ask no new Reserve legislation at this time. 


CONCLUSION 


If I could put into a few concluding words the central problem 
facing the Department of Defense right now and in the foreseeable 
future with our active forces, our civilian employees, and our Reserve 
components, I would have to say that our need is for increased quality 
in our people in each of these areas. This isn’t a single service prob- 
lem; this isn’t a problem in only one element of our work force. This 
quality problem permeates each and every one of our activities, 
Numbers alone won’t do it. We must get quality people; we must 
keep quality people. In this way America’s security can be preserved 
our commitments to our allies maintained, and the cause of world 
peace fostered. 

COMMITTEE RECESS 


Senator CHavnz. The committee will stand in recess until next 
Tuesday at 10 o’clock. 

(Whereupon, at 5:25 p. m., Wednesday, May 29, 1957, the hearing 
was recessed until 10 a. m., Tuesday, June 4, 1957.) 
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TUESDAY, JUNE 4, 1957 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
F-39, the Capitol, Senator Dennis Chavez (chairman of the subcom- 
mittee) presiding. 

Present: Senators Hayden, Chavez, Ellender, Saltonstall, Thye, 
Robertson, Smith, Dworshak, and Symington. 


DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY 


STATEMENTS OF HON. W. J. McNEIL, ASSISTANT SECRETARY 
OF DEFENSE (COMPTROLLER); MAJ. GEN. R. S. MOORE, SPECIAL 
ASSISTANT TO THE ASSISTANT SECRETARY OF DEFENSE 
(COMPTROLLER); AND MAJ. GEN. FRANK A. BOGART, DIREC- 
TOR OF BUDGET, DEPUTY CHIEF OF STAFF (COMPTROLLER), 
AIR FORCE 


SUMMARY STATEMENT ON 1958 BUDGET 


Senator CHavez. The committee will come to order. 

Do you have a general statement you want to make, Mr. McNeil? 

Mr. McNett. Yes, sir. 

Mr. Cuavez. Do you want to insert your statement in the record 
or read it? 

Mr. McNett. I have condensed it so I might as well read it. 

I appreciate this opportunity to present a summary of the fiscal 
year 1958 Department of Defense budget. 

For the benefit! of those who may read the record later, I would 
like to explain that there are three closely related sets of dollar figures 
that are an integral part of the defense budget and measure the defense 
program—new obligational authority or appropriations, planned 
obligations, and expenditures. 

Appropriations or new obligation authority are the funds granted 
by the Congress each year. 

Obligations are a measure of the level of new activity planned for 
the year—people to be employed, volume of contracts to be placed for 
goods and services, et cetera. Obligations for a particular year may 
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be greater than the new appropriations for that year since certajp 
unobligated funds appropriated in previous years are available for 
obligation. 

Expenditures are the total of payments made during the year for 
personnel and goods and services received, regardless of the year jp 
which the goods and services were ordered. 

While there is no exact relationship for any one year for these three 
sets of figures higher appropriations and higher planned obligations 
forecast increased expenditures; lower appropriations and lower 
obligations forecast lower expenditures. 


BUDGET REQUEST 


As you know, the President’s budget requested new obligational 
authority of $38.5 billion for the military functions of the Department 
of Defense. This budget estimate includes a number of items not 
covered by the general appropriations in the bill that is currently 
before you; namely, (1) $49 million in special and indefinite appro- 
priations; (2) $136 million set aside for possible later transmission; 
(3) $2.1 billion proposed for military construction (I might add, 
parenthetically, that we now expect that the detailed requests to be 
submitted later for military construction will total only $1.9 billion, or 
$200 million less than the original budget estimate); and (4) $22 
million for Coast Guard loran stations. On this basis, appropriation 
requests totaling $36,193 million were presented for House considera- 
tion. However, because adequate authorization was not yet avail- 
able, the House deferred action on $65 million requested for Army 
and Navy Reserve forces construction. 


HOUSE ACTION 


Setting these amounts aside, we find that the House considered 
appropriation requests totaling $36,128 million and approved a total 
of $33,563 million. However, included in the amount approved by 
the House is $21.5 million for transfer to the Civil Aeronautics Admin- 
istration, representing the estimated Department of Defense share 
of the cost of the 1958 program for the air-navigation system, known 
as VORTAC. This was not included in the Department of Defense 
budget, since the program is administered entirely by the CAA. 

Senator CHavez. But paid for by the Department of Defense? 

Mr. McNet. Yes, sir. 

Since these funds will be transferred to the CAA, it is assumed 
that they were added to the Department of Defense budget merely 
to assure full and timely implementation of this program. Accord- 
ingly, the amount approved by the House for Department of Defense 
programs is really $33,541 million, or a reduction of $2,587 million 
from the requests specifically considered by the House. 
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IMPACT OF REDUCTIONS AND RESTORATION REQUESTED 


As outlined to you earlier in these hearings by Secretary Wilson, 
$1,313 million of the reductions made by the House will not directly 
affect the level of Department of Defense programs furing fiscal year 
1958, although a portion of these reductions will serve to increase the 
appropriations that will be required in fiscal year 1959. The remaining 
$1,274 million cut by the House will have a direct impact on the 1958 
programs of the Department of Defense. The Department of Defense 
is requesting favorable consideration by this committee for the restora- 
tion of $1,220 million of this amount. The details of these requests for 
restoration, which are summarized in the table distributed to the com- 
mittee this morning, will be presented later by the three military 
departments. 

in order to shorten the statement, I have prepared for inclusion in 
the record, a breakdown by the categories of the budget. It is a sepa- 
rate attachment in the papers before you. Asin the past we have broken 
it down by eight major categories and the comparisons are shown here. 
I can read them or you can insert them in the record, as you choose. 

Senator Cuavez. It will be inserted in the record. 

(The information referred to follows:) 


BREAKDOWN oF Fiscat YEAR 1958 BupGet py Masor CATEGORIES 


The 1958 budget request in terms of major categories is as follows: 


MILITARY PERSONNEL COSTS 


New obligational authority requested in the President’s budget for military 
personnel costs—pay and allowances, subsistence, individual clothing, transporta- 
tion, and other military personnel activities for the active forces is $10,528 million. 
This is $145 million more than the amount provided to date in fiseal year 1957. 
This increase reflects a slight increase in the average number of military personnel 
and some upgrading in the grade and rank structure. The House reduced the 
appropriation request by $687 million, but provided $590 million by transfer from 
working capital accounts, leaving a net reduction of $97 million, all of which is 
requested for restoration. 


OPERATION AND MAINTENANCE 


A total of $9,859 million was requested for operation and maintenance of mili- 
tary facilities, equipment and weapons of the Department of Defense. This 
covers the cost of operating Army and Marine ground forces, naval combat ships 
and auxiliary craft, aircraft of all the services and the worldwide system of shore 
installations, and includes the costs of utilities, civilian payrolls, spare parts, fuel, 
and other supplies. 

The funds requested for this purpose in the 1958 budget are $928 million more 
than provided in fiscal year 1957, and $1,215 million more than that provided in 
fiscal year 1956. Part of this increase can be described as a “‘bookkeeping adjust- 
ment,’ since this category covers most of the $301 million in Department jof 
Defense contributions to the civil service retirement fund, previously charged to 
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the Civil Service Commission, which now must be included in the Department of 
Defense budget. Similarly, the Department of Defense has received $163 million 
in deutschemark support for operation and maintenance during fiscal year 1957 
while the budget submission for fiscal year 1958 was on a gross dollar basis, : 

These bookkeeping adjustments can be estimated to account for approximately 
half of the increase of the 1958 request over 1957. The remaining $400 million to 
$500 million of the increase is attributable to the following key factors: 

(1) The continuing increase in wages of blue-collar workers and in the prices 
of raw materials and services. 

(2) The transition of combat units to newer and more complicated weapons 
and equipment, which are appreciably more expensive to operate and maintain, 

(3) The expanding system of continental defense, involving complicated elee- 
tronics devices and other complex equipment. 

(4) The increasing number of airbases and guided missile sites in operation, 

(5) The continued buildup and improvement of Reserve forces, the support of 
which increases the operating costs of active forces. 

There will be no relaxation of efforts to effect economies and savings through 
improved organization and management. Nevertheless, it should be recognized 
that increased emphasis on continental defense, guided missiles and high perform- 
ance aircraft, as well as the continued introduction of other new and complex 
weapons, all point in the direction of increased operation and maintenance costs. 
These pressures would be further increased if general wage and price levels continue 
to increase. 

The House reduced this total request by $458 million, of which $127 million 
was based on the anticipation that deutschemark support of that amount would 
be provided during fiscal year 1958. Of the remaining $331 million, $312 million 
is requested for restoration. 


MAJOR PROCUREMENT AND PRODUCTION 


A total of $12,030 million in new obligational authority was requested for major 
procurement and production for fiscal year 1958, compared with $11,737 million 
in fiscal year 1957. New procurement funds are being requested for the Army 
for the first time since fiscal year 1954. As you know, Army major procure- 
ment during the past 3 years has been financed without new appropriations by 
the use of reimbursements earned by the sale of stocks together with applying the 
ine: carryover of funds available as a result of the cessation of hostilities in 
orea. 

Although the Army procurement program presents the most dramatic illustra- 
tion of the use of other fund resources in lieu of new obligational authority, the 
financial plan for fiscal year 1958, revised to reflect the House actions reducing the 
unobligated balances in the Army and Marine Corps procurement accounts by 
$596 million, calls for drawing down the unobligated balances in all three military 
departments to what are considered to be reasonable working levels. Thus, 
$12,030 million in new obligational authority requested for fiscal year 1958—taken 
in conjunction with the application of a substantial portion of the unobligated 
balances carried into the year—will finance major procurement programs totaling 
$14,085 million. This level of direct obligations for service account is approxi- 
mately the same as that planned for the current fiscal year. 

The general picture in terms of each of the major categories of procurement 
items is as follows: 

(a) Aircraft.—A total of $6,258 million has been requested in the fiscal year 
1958 budget for the procurement of aircraft. However, taking into consideration 
the unobligated carryovers available, this budget provides for planned obligations 
of $7,373 million for procurement of aircraft during fiscal year 1958, compared 
with $7,010 million during the current fiscal year. This will cover the procure- 
ment of approximately 3,230 aircraft for the Army, Navy, and Air Force. 

(b) Ships and harbor craft.—New obligational authority requested for ships 
and harbor craft amounts to $1,555 million, compared with $1,387 million in 
fiscal year 1957. Shipbuilding obligations are estimated at $1,464 million in 
1958—approximately $100 million more than in the current fiscal year. The 
program for fiscal year 1958 provides for 19 new ships and 12 conversions— 
including the first nuclear powered attack carrier. 
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(c) Missiles.—New obligational authority of $2,604 million is requested for 
rocurement of missiles in fiscal year 1958 compared with $2,322 million in fiscal 
ear 1957 and $938 million in fiscal year 1956. Obligations for missiles are 
estimated at $2,828 million—slightly under the current year peak of approxi- 
mately $3 billion but appreciably higher than the fiscal year 1956 level of $1,630 
million. 

(d) Other major procurement.—New obligational authority requésted for other 
major procurement—electronics, ammunition, production equipment and facili- 
ties, vehicles, etc.—totals $1,613 million. This is $112 million less than the 
amount provided during the current fiscal year. With the application of reim- 
bursements and prior year funds, however, direct obligations for these items are 
estimated at $2,420 million in 1958, compared with approximately $2,600 million 
in the current fiscal year. 

The House reduced the budget requests for major procurement by $1,373 mil- 
lion, of which $596 million, as mentioned earlier, nar the effect of reducing the 
unobligated balances. The remaining $777 million represents a direct reduction 
in the procurement program and restoration of $762 million is requested. 
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MILITARY PUBLIC WORKS 


The President’s budget provided for a total of $2.1 billion to be submitted 
separately for military public works. Present plans, however, call for the de- 
tailed requests to come within a total of $1.9 billion. This will cover the costs 
of additional airbases, missile sites, radar sites, military personnel facilities, and 
installations for the support of fleet operations. The determination of the spe- 
cific items to be covered by this fund request, and its submission to the Con- 
gress, is dependent in large part upon the action taken on the public works au- 
thorization request currently before the Congress. 


RESERVE COMPONENTS 


A total of $1,237 million was requested in the fiscal year 1958 budget for Re- 
serve components—an increase of $22 million over the current year and $237 
million over fiscal year 1956. This will provide for maintaining an average of 
over 1 million men in drill-pay status—approximately 67,000 more than during 
the current fiscal year and 143,000 more than during fiscal year 1956. This re- 
quest also includes $85 million for the construction of Reserve Forces facilities— 
$40 million for the Army and Air National Guard and $45 million for other Re- 
serve construction. Of this total for construction, $65 million was not considered 
by House pending enactment of necessary authorization. Major emphasis is 
being placed on improving the quality and combat readiness of the Reserve 
Forces through modernization of equipment and better selection and training of 
Reserve personnel. 

The House reduced this amount by $18 million, but approved the reappropria- 
tion of $10 million in the Army reserve account. Of the remainder, $7 million is 
requested for restoration. 


RESEARCH AND DEVELOPMENT 


A total of $1,651 million was requested in the President’s 1958 budget in the 
research and development appropriations, which cover the cost of direct research 
and the cost of operating and maintaining research activities and installations. 
This is $53 million less than provided in the current fiscal year, which included 
$100 million for Air Force research and development in excess of the President’s 
budget request, but is $231 million more than provided in 1956. 

The House reduced the budget request by $30 million, which is requested for 
restoration. 

These figures do not give the full measure of the research and development 
effort, particularly with respect to the development and test phase. As discussed 
last year, the line between research and development and procurement cannot be 
precisely drawn, particularly in such areas of rapidly advancing technology as 
missiles. For example, a significant portion of the amounts requested for aircraft 
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and missiles in the procurement accounts are for items of a development or test 
nature, which have not yet been standardized or approved for service use. When 
the procurement of items for development and test, together with the sums devoted 
to military personnel and facilities for these purposes, are added to the amounts 
presently classified as ‘‘Research and development,” we find that the full cost 
identified to date by the services for fiscal year 1958 will be approximately $5.3 
billion as compared with the $1.7 billion classified as ‘‘Research and development,” 

These more inclusive figures indicate the continued emphasis on research, de 
velopment, test and evaluation activities during the past few years, since the 
funds programed for these purposes have increased from $3.4 billion in 1955, to 
$3.8 billion in 1956, to $5.2 billion in 1957, to $5.3 billion in 1958. 


ESTABLISHMENTWIDE ACTIVITIES 


Nine hundred and thirty-seven million dollars is requested for establishment- 
wide activities, $117 million more than last year. The major element in this 
category is retired pay, which is estimated to require $555 million in 1958 com- 
pared with $515 million in the current year. This increase in funds reflects q 
comparable increase in the number of personnel expected to draw retirement pay, 

Also included in this category are international activities, such as costs of 
military attachés, Inter-American Defense Board, NATO activities, etc., amount- 
ing to $93 million, and the costs of operating certain joint activities (some of 
which are classified) and schools in which the military departments have a com- 
mon interest, amounting to $272 million. Included also are salaries and expenses 
of the Office of the Secretary of Defense, amounting to $16.7 million. 

The House reduced the request for claims by $2.9 million, contingencies by 
$2.5 million and the Office of the Secretary of Defense by $825,000, none of which 
is requested for restoration. 


FUNDS TRANSFER 


Mr. McNetu. The President’s budget included a proposed transfer 
of $100 million from the Army stock fund to the Air Force industrial 
fund to cover the industrial funding of the Military Air Transport 
Service. The House Committee considered it inadvisable to transfer 
funds from one military department to another and applied these 
funds to reduce the appropriations required for the Army military 
personnel account. In so doing, the committee recognized that 
additional funds would be required by the Air Force industrial fund, 
and stated: 

The committee has commented a number of times in the past on the desirability 
of putting the Military Air Transport Service under an industrial fund type opera- 
tion. The fact that the committee has not acted on the budget request for working 
capital funds for this purpose does not indicate a change in that position. It is 
to be hoped that the Department will succeed in getting a budget estimate for 
this purpose through the Bureau of the Budget in time to be incorporated in the 
Department of Defense appropriation bill in the Senate. 

In compliance with the committee’s action the Department of 
Defense has initiated the appropriate action within the executive 
branch, and discussions are underway as to the method of presenting 
this matter for your consideration, 


FINANCIAL PLAN 


Last year we presented to this committee a newly developed table 
which summarized the availability and proposed utilization of obli- 
gational resources, which we called our financial plan for fiscal year 
1957. I would like to submit for the record copies of the Department 
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of Defense financial plans for fiscal years 1957 and 1958 which reflect 
the current status of our plan. These financial plan tables are more 
than just summaries—they are operating documents which are being 
used as a basis for program planning and execution within the Depart- 
ment of Defense. These tables are revised periodcially, as appropri- 
ate, to reflect approved changes in programs. 

The tables are these two large sheets (indicating). 

Senator Caavez. At this point in the record without objection I 
shall insert the tabular information accompanying the prepared state- 
ment just made by Secretary McNeil. 

(The information referred to follows:) 
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392 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


CONGRESSIONAL ACTION ON BUDGET REQUEST 


Senator Cuavez. At this point in the record without objection | 
shall insert tabular information showing action to date on the Defense 
Department appropriation bill. 

(The table referred to follows:) 
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ACTIONS AFFECTING UNOBLIGATED BALANCE 


Mr. McNett. Since the 1958 budget was presented to the Con. 
gress, various actions have been taken which would affect the un. 
obligated balances that would be available at the end of the current 
fiscal year and at the end of the next fiscal year. The 2 major actions 
affecting the unobligated balances are (1) a reduction of $500 million 
in previously planned obligations during fiscal year 1957 and (2) the 
House reduction of $596 million in the Army and Marine Co 
procurement appropriations, which the Department of Defense is not 
appealing. 

Senator ELtenper. Which department is affected by the $500 
million? 

Mr. McNett. $100 million for the Army; $150 million for the Navy; 
$250 million for the Air Force; under item (2), the $516 million is for 
the Army and $80 million is for the Marine Corps. 

Senator ELtenper. Is that for aircraft procurement and parts? 

Mr. McNetu. The $596 million were funds we had earmarked and 
set aside as a credit against our 1959 request and the House applied 
it as a reduction against the 1958 request. 

Senator ELLenpER. The effect of this decrease will simply mean 
less carryover in unobligated balances. 

Mr. MeNett. As to the $596 million, that is correct as to the $500 
million, it would serve to increase the balance as of June 30, but not 
necessarily a year from now. 

Senator Etuenprer. Do you mean of this year? 

Mr. McNett. Yes, June 30, 1957. I will cover this in the tables in 
just a moment and the totals will include this. 

Senator ELLENDER. Are you not asking for restoration of (1) and 
(2)? 

Mr. McNett. Only (2) is affected by the House reduction and we 
are not asking for restorations. 

As shown on the financial plan table for fiscal year 1958, which 
covers all appropriations, including those amounts proposed for later 
transmission plus the dollar equivalent of deutschemark support, we 
expect to enter the year with unobligated balances from prior year 
appropriations of about $8,690,000,000 (col. 2). In addition, there 
will be a carryover of $2,224,000,000 in anticipated reimbursements 
from undelivered military assistance program common-item orders 
placed in fiscal year 1957 and prior years which, by law, are treated 
as part of the assets available in Department of Defense accounts 
(col. 3). The total unobligated balance brought forward is thus 
$10,914,000,000 (col. 4). The revised budget request for 1958 is 
$37 ,092,000,000 (col. 5). Column 6 includes $10 million approved by 
the House for transfer to the Army Reserve personnel appropriation 
plus $590 million recommended for transfer from stock and industrial 
funds to general appropriation accounts. 


DEUTSCHEMARK FUNDS 


Senator CHavez. Will you give us an explanation of the deutsche- 
mark money? 

Mr. McNett. The House reduced our request by $127 million 
because of the deutschemark support we were expected to get. So far, 
the German Government has only agreed to provide deutschemarks 
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equivalent to $77 million. If those additional deutschemarks are not 
made available by the Germans, we will probably have to ask you for 
the equivalent next spring. 

Senator Cuavez. What is the State Department doing about it? 
Are they making efforts to get them to pay up everything they owe? 

Mr. McNet. In the past few months, I think the State Depart- 
ment has made every effort possible. 

Senator ELLENDER. Since we have been providing funds in the past, 
isn’t it a bit naive to believe that the Germans will not want the 
practice continued? 

Mr. McNett. The funds have not been provided. The House 
took it as a reduction. 

Senator ELLeNpEr. If we reinstate the funds, will it not have that 
effect? 

Mr. McNetu. We are not asking for restoration at this time. 


INCREASE IN UNOBLIGATED BALANCES 


Senator ELLENDER. In the preceding paragraph, you stated that 
a reduction of the planned obligations for fiscal year 1957+ will increase 
the amount of unobligated balances. How do you arrive at that 
conclusion? 

Mr. McNetu. There will not be $500 million worth of contracts 
placed between now and June 30, 1957, that were originally scheduled. 

That has the effect of leaving that amount unobligated at the end 
of the year. 

Senator ELLeNpDER. The unobligated balances as of June 30, 1957, 
will be increased. 

Mr. McNetu. Yes, sir. 

Senator ELLENpDER. Does that result from this directive we have 
heard so much about in recent days? 

Mr. McNett. Yes, sir. There were really two directives. I will 
touch on one of them in a few minutes. 

Senator ELLENDER. What is the present status of that directive? 
Is it being carried out? 

Mr. McNett. Yes, sir. 

Senator ELLeNDER. So the Army, Navy, and Air Force are being, 
ina measure, prohibited from contracting for as much as $500 million— 
$100 million by the Army, $150 million by the Navy, and $250 million 
by the Air Force. 

Mr. McNetu. That is correct. 

Senator ELLENDER. I understand that the departments are unhappy 
about this directive. Should we go into that matter now, Mr. Chair- 
man, or wait until later, until Mr. McNeil completes his statement. 

Senator Cuavez. We will let him complete the statement. 

Senator ELLENpER. I defer to your wishes, Mr. Chairman. 

Mr. McNett. If I might invite your attention to this large sheet, 
labeled “Financial Plan for 1958,” several figures might be of interest 
to this committee. 

Senator Symineton. Mr. Chairman, has this new directive been 
made a part of the record? 

Senator CHAavez. We have asked that it be included. 

(The directive referred to appears on p. 321.) 

Senator Symincton. Has the memorandum of May 22 been made 
a part of the record? 
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Senator CHavez. It can be inserted in the record at this point, 
(The memorandum referred to follows:) 


THe SECRETARY OF DEFENSE, ’ 
Washington, May 22, 1957, C 

Memorandum for: 
The Secretary of the Army. i 
The Secretary of the Navy. 


The Secretary of the Air Force. 


Effective immediately, the amounts available for obligation under the aq 
proved financial plan for fiscal year 1957 under appropriations available for 
major procurement and production, research and development, and military 
construction shall be reduced by the following amounts without increase in the 
amounts available for commitment: 


eed dads hile n Bitte ait h dnb Hutoods. Lia eanees $100, 000, 000 
LU . ee oe ee eee ee ee 150, 000, 000 
FO re ic nim: ak adn bliin nia avai Gin Cin ie sane 250, 000, 000 


The distribution by appropriation, recommended by the three military depart- 
ments, will be submitted to the Secretary of Defense by May 31, 1957. 

In addition, as a means of clarifying our fiscal position, each military depart- 
ment will submit a detailed plan to the Secretary of Defense no later than June 
12, 1957, for meeting their fiscal year 1958 expenditure objectives, taking into 
account their outstanding obligations, as well as their plans for rate and volume 
of new obligations. 

; C. E. Witson, 


ADDITIONAL $500 MILLION 





Senator ELLENDER. Are you considering this additional $500 
million? 

Mr. McNett. Yes, sir; that has been included. 

Senator Symineron. What is that? 

Senator ELLENDER. The cutback in obligational authority for fiscal 
year 1957. 

Senator Syminetron. That is the May 22 memorandum? 

Mr. McNett. Yes, sir. As you can see from column 2, unobli- 
gated balances of $8,690 million will be carried forward into fiscal 
year 1958 out of the appropriations to the Department of Defense. 

Senator EttenpgEr. The unobligated balances in your 1958 finan- 
cial plan will exist as of what date? 

Mr. McNet. June 30, 1957; a month from now. 

Senator ELLENDER. I was of the impression that the amount was 
approximately $10 billion. 

Mr. McNett. That $8.7 billion figure is the amount from our own 
appropriations. 

Senator ELLENDER. What appears in column 2 does not reflect 
your total unobligated balances as of June 30, 1957? 

Mr. McNett. I am coming to that next. 




























ANTICIPATED REIMBURSEMENTS 





In addition, there will be a carryover of $2,224 million in antici- 
pated reimbursements from undelivered military,assistance program 
common-item orders placed in fiscal year 1957 and prior years. 

Senator Syminaron. Mr. Secretary, are the figures you have given 
here in column 2 on this form the same as you gave the House? 

Mr. McNet. They are slightly different. 

Senator Syminaton. Do they represent the $500 million taken out 
of obligated potential. 
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Mr. McNett. Yes, sir. 

Senator ELLENDER. Why do you bring in the public works? Why 
isn’t that treated separately? Why not deal solely with say, pro- 
curement, and maintenance appropriations? 

Mr. McNet. I am going to, but sometimes it is helpful to reconcile 
it with the total budget request for the year and to give the full picture 
at one time. 

FUNDS TRANSFER 


Column 6 represents the amount transferred from the working- 
capital accounts as a credit to appropriations in lieu of new appro- 
priations. The $590 million was the House committee action and $10 
million represents an amendment on the floor of the House which 
made $10 million of an annual account for Army Reserve personnel 
available for next year. 

Senator ELLenprer. Was that transferred from another account? 

Mr. McNetu. It was the same account. It will be unobligated on 
June 30 this year, and the amendment has the effect of bringing it 
forward as new money. 

Senator CHavnz. Where is that? 

Mr. McNett. That is column 6. In column 7, we are unable to 
make any entries until after passage of the military-assistance bill by 
the Congress this year, and until orders are placed with the Army, 
Navy, and Air Force for delivery. 

The next column represents orders placed by one department with 
another—the best estimate of the value of business among depart- 
ments. Present plans call for obligations totaling $40,444 million for 
service account. In addition, column 12 represents the value of busi- 
ness that the Army, Navy, and Air Force expect to do for other 
customers. 

OUTSTANDING COMMITMENTS 


Column 14 represents the estimated value of commitments that will 
be outstanding June 30, 1958. 

Senator ELLeNpER. When will that be committed? 

Mr. McNet. It would be in a commitment stage June 30, 1958, 
the value of business in process. 

Senator ELLenpEr. Is that for an entire year? 

Mr. McNet. It would be the unfinished business at the end of the 
year. 

Senator ELLeNpDER. In all departments? 

Mr. McNett. Yes, sir. The totals for individual departments are 
broken down in the table. 

Senator ELLeENDER. Yes; I see. It is money on hand, and may be 
used for orders delivered after June 30. 

Mr. McNeru. The actual contracts would be signed after June 30, 
1958. 

Senator ELLeNDER. Does this represent the total amount? 

Mr. McNetu. That would be the best estimate we could make at 
the moment of the value of business that would be uncompleted but 
in process on June 30, 1958, where bids have been advertised and bids 
have been submitted and we are working on them or negotiations are 
in process. 
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Senator Ettenprer. Then these funds will be obligated during the 
first quarter of 1958? 

Mr. McNett. In effect, yes; the actual contract may be signed in 
the first quarter of 1958. 

Mr. McNett. Column 18 represents the amounts that would be set 
aside to complete articles or materials which were on order but for 
which no obligations had been created at that time or order had been 
placed or was in process. 

Senator ELLenpER. When will those orders be placed? 

Mr. McNetu. Subsequent to June 30, 1958. 

Senator ELtenprR. What period of time will that cover? 

Mr. McNet. The bulk of it will be during the next year or so, and 
a part of it will carry over 2 years. 

Senator ELLENDER. You state that the $3,209 million will be car- 
ried over into 1959. 

Mr. McNett. That is correct. 

Senator ELLENDER. Why carry it over to 1959? 

Mr. McNett. I have 2 or 3 charts that show that. May I come to 
that in a moment? 

Senator ELLENpDER. I will not go into detail at this time, but I do 
want to follow through on the unobligated balances. 

Mr. McNett. I will show that. 


TOTAL UNOBLIGATED BALANCES 


Column 19 would indicate that the unobligated balances as of June 
30, 1958, would total $8,067 million. 

Senator CHavez. Would that be available for 1959? 

Mr. McNett. A part of that would be contracted for in the early 
months of fiscal 1959, and part of it would be set aside to complete 
articles on order in 1958 or prior years. It is the sum total of those 
two previous columns. 

Senator ELLENDER. You have previously testified that all programs 
of the Department of Defense were fully financed. Is that correct? 

Mr. McNett. Yes, sir. 

Senator ELtenper. Than you have sufficient funds to complete the 
financing of all programs? 

Mr. McNett. Yes, sir. I will come back to that in just a moment, 
if I may, sir. 


PREVIOUS STATEMENT 


Last year, in discussing the subject of unobligated balances with 
this committee, I stated: 





In the areas of procurement, research and development, and construction, 
there are numerous transactions underway throughout the Department of Defense 
at any time of the year. At the end of any particular fiscal year, there will 
always be certain transactions which are not classifiable on June 30 as obliga- 
tions because all the criteria of section 1311 are not met, even though in some 
cases the Government may have established a potential liability. Nevertheless, 
the funds must be available to cover transactions where firm procurement direc- 
tives have been issued and bids have been requested or negotiations are underway, 
if we are to avoid disrupting the orderly and efficient flow of business. To meet 
this problem, we are working on a plan to establish an accounting system to cover 
commitments. Specifically, this would cover a definable class of transactions 
in which a firm allocation of funds has been made for a particular project, based 
on firm approved plans, with documentary backup, but in which all the steps 
have not been taken that would permit the transaction to be recorded as a firm 
obligation under the criteria of section 1311. 
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Senator ELLENDER. Are we to understand that this $3,209 million 
will be earmarked for the completion of programs presently in being? 
Mr. McNett. Perhaps only certain parts of the end items that 
may be on contract. I have 2 or 3 charts that will cover that. 
Senator ELLENDER. It is a little confusing if it is not explained as 
we go along. 
MAJOR REQUIREMENTS 


Mr. McNett. Briefly, under present practices, the unobligated 
balances would be reserved to meet the following general major 
requirements: 

(1) Continuity of programs: Reasonable amounts to provide con- 
tinuity of procurement, construction, and research activities in the 
early months of a succeeding fiscal year. 

(2) Shorter lead-time items: To assure that the latest technological 
advances are incorporated into the various components of major 
equipment items, and to avoid building up manufacturers’ order 
backlogs unnecessarily, contracts for shorter lead-time items should 
be let as late as possible while still keeping delivery in phase with 
longer lead-time components. Funds are reserved to assure that 
orders for the shorter lead-time components can be placed at the 
appropriate time. 

Senator ELLENDER. What is your method of estimating the reserve? 

Mr. McNeru. On the major components—— 

Senator ELLENDER. What do you mean by major components? 

Mr. McNett. A landing gear or engine would be a major com- 
ponent; so would the fire control. 

They can quite accurately estimate the costs, so later, when the 
order is placed, the money is available. 

Senator ELLENDER. Do you have a yardstick to determine what 
should be set aside for components? 

Mr. McNetu. It would vary by aircraft. You could work out a 
rule of thumb. It is done a bit more scientifically than that. 


METHOD OF PURCHASING 


Senator Symineton. The directive says that you package all 
purchasing, does it not, for a complete weapons system? 

Mr. McNetu. No, sir, it does not say that. 

Senator Symineron. Under 7200.4 are you still allowed to stagger 
your purchasing? 

Mr. McNett. Yes, sir. 

Senator SymrneTon. Secretary Quarles, as I understood it, was to 
be before the committee this morning and I called him Saturday 
morning to ascertain if that was correct. He said, “Yes”. I flew all 
night to be here. Is Secretary Quarles coming before the committee 
today? 

Senator CHAvez. Just as soon as we get through with Mr. McNeil, 
he will be available. 

I originally expected Secretary Quarles here this morning. 

Senator Symineton. It was understood that Secretary Quarles 
would be here. 

Does anybody know why he is not here? 

Senator Cuavez. The Senator from New Mexico also traveled all 
night to be here. 
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Senator Syminaton. Secretary Quarles told me Saturday afternoon 
that he was told by this committee that he was going to be here this 
morning. 

General Moornr. He expected to be here. 

Senator Symineton. Did you set up the schedule? 

General Moore. Yes, sir. 

Senator Symineton. When did you talk to him about it? 

General Moore. The day after he talked to you, or that same day. 

Senator Symineton. What day did you talk to him about it?) ~ 

General Moore. I did not talk to Secretary Quarles, but I talked 
to the staff. 

Senator Symineron. Who do you mean by staff? 

General Moore. Colonel de Saussure. 

Senator Symineton. What did you tell him? 


HEARING SCHEDULE 


General Moore. I told him that Secretary Quarles was not 
scheduled for 10 o’clock but to stand by for 2 o’clock. 

Senator Symineton. Who told you that? 

Senator Cuavez. Here is the situation about Secretary Quarles and 
Mr. MeNeil. Thursday was Decoration Day; Friday we would not 
have had two people in the whole committee. 

Senator SymineTon. I understand that, Mr. Chairman. 

Senator Cuavez. I made the statement, and after consulting with 
General Moore as to the availability of Secretary Quarles and Mr. 
MeNeil, I suggested that we come over to Tuesday and then we 
would have Mr. McNeil first and we would have Secretary Quarles 
following that. 

Let us be practical about it. He is not here. 

Senator Symineton. Is he the next witness? 

Senator CHavnz. Next to Mr. MeNeil. 

General Moors. I have notified Secretary Quarles that the com- 
mittee may desire his appearance at 2 o’clock. If we go over and 
Mr. MeNeil continues, I would like direction from the committee and 
I will advise Secretary Quarles as the chairman desires. 

Senator Smiru. I left just before the Secretary of the Air Force 
left the other afternoon. Did he complete his testimony before the 
committee? 

Senator CHavez. Wasn’t he going overseas? 

Senator Symineton. That was the Chief of Staff. 

Senator Smirn. I was wondering if Secretary Douglas is coming 


back. 


STATEMENT BY MURRAY SNYDER 


Senator Symineton. I make the suggestion that Mr. Murray Sny- 
der, who has issued a statement to one paper saying that Secretary 
Douglas did not mean what he said before the committee, be requested 
to come before the committee. Secretary Douglas is a man of honor. 
I suggest we get Mr. Snyder down here to find out why he assumes 
the prerogative of speaking for Mr. Douglas after Mr. Douglas has 
given us a contrary position. 

Senator SatronstaLu. This is an appropriation hearing, Mr. 
Chairman, and let us stick to appropriations. 


—— 
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Senator Cuavez. People will talk whether they are Snyders, 
Chavezes, or Symingtons. 

Senator SymineTon. I say for the record that when the Secretary 
of a department comes before this committee and, under questioning, 
takes a position which later is denied by a press representative in the 
Department of Defense, then I think this committee should be inter- 
ested in letting the Secretary of the department in question give his 
oo, the committee, to see whether or not he was telling us 
the truth. 

Senator Cuavez. I believe he was telling the truth. As a matter of 
fact, I felt he was one Secretary who knew what he was talking about. 

Senator Symineton. I can hardly sympathize with the desire of 
the Senator from Massachusetts not to have him come before the 
committee. 

Senator SALTONSTALL. Let us stick to appropriations. 

Senator Symincton. Let us stick to the truth, regardless of whether 
it is appropriations, or any other committee. I think this committee 
has a right, even if it is an Appropriations Committee, to get the facts. 

Senator SALTONSTALL. Let us have Mr. Douglas here. 

Senator Symineaton. Also, Mr. Snyder. 

Senator SALronsTALL. I believe in getting the facts. If somebody 
said he did not say what he thought he said, let us get Mr. Douglas 
back. I believe in getting the facts entirely, and let us get them from 
the source. 

Senator ELLENDER. I agree with Senator Symington. If Mr. 
Snyder made a statement, denying what Secretary Douglas stated, 
it would be important, and it may be very interesting to find out how 
Mr. Snyder got the information. 

Senator Cuavez. I agree with the Senator from Missouri. 

Senator Smiru. Did Secretary Douglas complete his testimony 
Friday? 

Senator Cuavez. He completed his testimony, but I told him that 
you desired to ask him some questions. We will have Mr. Snyder up 
here. 

NEW YORK TIMES ARTICLE 


Senator Syminaton. The New York Times, Washington, June 1, 
reads as follows: 


Murray Snyder, Assistant Secretary of Defense for Public Affairs, said the 
controversy was now being ‘‘ameliorated.”’ 

He added that he was sure Mr. Douglas was not fighting the Wilson 
directive. 

Secretary Douglas told us he made a protest on the Wilson direc- 
tive; that he signed one and was in the process of getting up another; 
so I think the committee has the right to find out the facts. 

Senator Cuavez. We are going to get the truth. I do not take 
public relations very seriously at times. 

Senator SALTONSTALL. I agree with what the Senator from Missouri 
has said. 

Senator Cuavez. We want to hear from Mr. Snyder after we have 
the Secretary. Then, we will find out from Mr. Snyder why he dis- 
agrees with him. 

Proceed, sir. 
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SUBSEQUENT ENGINEERING AND COST CHANGES 


Mr. McNett. We know from long experience that practically every 
major item of military equipment requires engineering changes after it 
has been placed in production. These changes are required as a result 
of technological advances, improvements developed in the course of 
production, or deficiencies that show up during initial tests. It is 
sound programing to recognize the fact that the costs of these engineer. 
ing changes and other cost changes are part of the total cost of the 
item and to provide in advance, and to set aside, the funds required to 
meet them. 

Senator ELtenper. As I recall, about 3 years ago, the chief reason 
prs for unobligated balances was No. 2, on page 7, namely, shorter 

ead-time items. Is that correct? 

Mr. McNett. That is correct. These reasons have all been 
applicable in the last several years. 

Senator ELLENDER. But you have never given us as many reasons 
as are presented in your statement. 

Mr. McNett. Because of your interest, I went into the matter in 
considerable detail in the fiscal 1956 hearings, but you were unable to 
be present. 

Senator ELLENpDER. I received your statement and had it analyzed. 
I will present a table to this committee, at a later date, showing an 
analysis of unobligated balances as of the beginning of fiscal year 1957, 
At that time, we will be able to have a more thorough discussion of 
the subject. 


FIRST-DESTINATION TRANSPORTATION 


Mr. McNett. The cost of first-destination transportation of long 
lead-time items which will be delivered in a subsequent fiscal year is 
an integral part of the cost of placing such items in the inventory. 
The reservation of funds to cover such costs provides an incentive for 
the contracting officer to specify whatever method of delivery is most 
advantageous to the Government. I took the liberty of having an 
example put on charts to illustrate this whole problem. I selected a 
ship because it is a large single item, but the same thing applies to 
aircraft and other types of materials. 

Senator ELtenper. Is that the example you have previously used? 

Mr. McNett. It is simpler to describe because it stands out as a 
single unit. 

There suggested a carrier, because it is of a large size and it is 
simple to break down into representative problems. In the typical 
case of financing an aircraft carrier, the first costs in the first year in 
which the keel is laid are for boilers, turbines, and reduction gears 
because of their long lead time. 

Senator Ettenper. That is the first contract? 

Mr. McNett. That is correct. 

Senator ELLeENpER. You are now giving an example of a carrier of 
the Forrestal class? 

Mr. McNett. Yes, sir. 

Senator ELLENDER. When you come to Congress for the money in 
order to construct such a ship, do you ask for the whole amount? 
Just answer the question yes or no. 
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Mr. McNetu. Yes, with one exception. In this case, the $12.5 
million was asked for specifically 1 year ahead and specifically identi- 
fied in the appropriation request. 

Senator ELLENDeER. It was my understanding that no contract was 
entered into for airplanes or for ships unless you had the funds on hand 
to complete the program. 

Mr. McNet. That is correct; unless it has been an item specifically 
presented to and approved by the committee as an advance com- 

onent. 
, Senator Symrneron. If the Senator will yield, is that not exactly 
what you do not approve of in the Air Force? 

Mr. McNett. No. 


CONTRACTS LET SUBJECT TO FUNDS ON HAND 


Senator ELLENDER. I just wanted to know the distinction. You 
have stated to this committee time and again, whether it be a ship 
or airplane, you do not let a contract for any part of it unless and 
until you get the funds for the total cost of the program. 

Mr. McNetu. But there are several exceptions and those are spe- 
cifically outlined in the plan approved by Congress, for example, if you 
buy a component a year in advance of the year in which you start the 
program. In this case, I indicated that was so. 

Senator ELLENDER. What is the situation with respect to airplanes? 

Mr. McNetu. There are times when there are certain components 
that should be bought a year in advance of the year in which the 
airframe is ordered. Yes, sir, there are cases where that should be 
done. 

Senator SymineTon. Are all of those cases listed in detail? 

Mr. McNet. They should be. 

Senator Symineton. Are they? 

Mr. McNet. I don’t think so. We are attempting to do that. 

To continue with this example—— 

Senator ELLeNpER. I wish to say that your present testimony is 
contrary to the understanding of this committee and the Congress. 

Mr. McNett. In the case of ships, there is specific language in the 
bill to cover this particular item. 

Senator ELLENDER. General Bogart testified before this committee 
last year and he stated: 

Mr. Garlock has pointed out for you some of the primary reasons why we will 
always have unobligated carryovers in our continuing appropriations. Our policy 
is to budget for the total cost of the aircraft and other related procurement in 
the program even though we know that some of the funds will not be obligated in 
the budget either year. 

Mr. McNett. That is correct. 

Senator ELLENDER. Then you do have the total funds necessary 
to complete your aircraft program? 

Mr. McNett. That is correct except when there is a specific com- 
ponent that good management would dictate ought to be purchased 
a year ahead of starting the complete unit. 

There are limited numbers of those and, in this case, it was the 
boiler, turbine, and reduction gear. 

Senator ELLtenpER. Will you point out one instance where this was 
revealed to us before your present testimony? 
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EXCEPTION TO POLICY 


Mr. McNeru. Yes; I could. From memory, I can remember one 
distinct item. 

Senator ELLENDER. You have told us time and time again that no 
contract was let for any ship; no contract was going to be let for any 
number of airplanes unless you had the entire amount of money on 
hand. 

Mr. McNetz. That is correct. 

May I continue? 

Senator Symrneton. I have a question to ask. 

Senator CHAvez. You said you recall an instance where there was 
an exception. Tell the committee about that. 

Mr. McNet. In last year’s appropriation bill there was specific uly 
listed as a separate item the prototype reactor for the atomic-powered 
carrier which is in this year’s bill. It was specifically set up and justi- 
fied to this committee as buying that prototype in advance. 

The carrier is in this year’s budget in full with credit taken for the 
reactor that you provided for last year. 

Senator ELLENDER. Was that to be financed from appropriations 
previously made? 

Mr. McNetu. The appropriation was made last vear for the reactor. 

Senator Symincton. I ask a question here following Senator 
Ellender’s question. 

As I understand it, that is with the exception of the airplanes, 
which are not purchased in the way outlined in the directive. That 
is the understanding in both the Navy as well as the Air Force; is 
that correct? 

Mr. McNett. I do not believe I quite understood your question. 

Senator Symineton. You say, as I understand it, that there are 
exceptions to not having all of the money available; and that one of 
those exceptions is lead-time items in the Navy as well as in the Air 
Force. 

Mr. McNet. That is correct. When they are specifically listed 
and it is smart business to buy them in advance. 


DIRECTIVE OF MAY 21 


Senator Symineton. Whether it is smart or not smart, it should be 
clearly covered by directive. With the premise of my first question, 
you say in this directive of May 21: 

No procurement of materiel, equipment, or work or services in connection 
therewith shall be directed or authorized unless adequate appropriations and 
funds are available under the applicable Department of Defense financial plan 
(1) for obligation, (2) set aside in the form of a commitment, or (3) set aside in a 
reserve account in an aggregate amount sufficient to, 
and so forth. 


In other words, you have to have the money on hand. Then the 
last sentence reads: 

Any procurement directed or authorized and not yet wholly consummated will 
be rescinded or modified to conform to the policy stated herein. 

Based on what you have said to Senator Ellender, that means both 
the Navy and Air Force will have to cancel contracts unless you have 
money on hand, and yet you state there are cases where you have 
been buying where you do not have money on hand. 
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Mr. McNatu. You did not read the three sentences in between. 

Senator SyMInGToNn. You read the sentences which you think will 
clear this up. 

Mr. McNett. The money should be on hand in one of the three 

categories or in the aggregate of all three— 
(a) to complete the procurement of a specified number of end items (including, 
where applicable, initial spares and spare parts) usable either in service units or 
for test and evaluation, or (6), when specifically provided for under a current 
apportionment of funds, to complete a preproduction program or procure com- 
ponents in advance of the fiscal year in which the related programed end item is 
directed to be procured. 

This does not eliminate this case which is purchasing an engine in 
advance. 

Senator Symrneron. An unusual situation in Air Force procurement 
alone, that we have been reading about in the paper, is not correct. 
Both services have been buying in the same way. 

Mr. McNett. That is not correct. As far as we have gone at the 
moment, it is correct, in that the Air Force and the Navy—and in ve 
few cases the Army—the long lead-time component is bought in ad- 
vance of the year in which the principal end item for which the order 
is placed is to be bought; and that is very proper. 

Senator Symineron. You do not think this directive as it reads is 
against that? 

Mr. McNett. No, sir. 


LONG LEAD-TIME ITEM PROCUREMENT 


Senator Symrnetron. You would not have to identify today. It has 
been identified in procurement procedure in past years, has it not? 

Mr. McNett. Yes, it has, but the problem, I think, comes in here: 
If we do buy engines in advance of the year in which the end item is 
bought we would like to have the money for the complete engine 
placed against the contract for the engine. 

Senator Symineron. I understand that, but that means in effect 
you are saying you would have to have all of the money at a particular 
time, regardless of the time at which you do your purchasing of long 
lead-time component parts. 

Mr. McNet. All the money for the long lead-time component, 
yes, and not just a downpayment on the component. 

Senator Syminetron. Are we going into the other question of down- 
payments, or can we discuss the question of whether or not you should 
have all of the money approved by the Congress for the end item, 
including money for all of the long-lead component parts. 

Mr. McNem. Or the full amount identified in advance. 

Senator Symineton. Are you saying that in the Navy you have 
always had all of the money for every end item the Navy has pur- 
chased, even though many of the items were not needed for at least 
another period of months; but that this is not true of the Air Force? 

Mr. McNetu. No, that is not quite the case, when you say always. 
There have been departures in the past. There was a departure in 
the Korean war when we came to the Congress in January of 1951 and 
said we would like to partially finance that program. 

Senator SymineTon. Take it from 1953 on, from the end of the 
Korean war in 1953. 
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Mr. McNetu. There has been full funding of the end item, or ful] 
funding of the identified component. 

Senator Symineron. In both the Air Force and Navy ever since 
1953? 


RECENT TREND TOWARD TIME-PHASED PROCUREMENT 


Mr. McNerz. That was generally true, but there have been 
tendencies recently, in buying certain components in advance of the 
year in which the programed item was bought, to partially finance or 
do it on a time-phased procurement basis. 

Senator Symrneton. Are you back on installment buying? 

I wanted to talk about when you purchase a carrier and all the 
planes and equipment that goes on a carrier. You never allow any- 
thing to be purchased for all of the planes and all of the equipment 
on the carrier unless it has all come before the Congress and has 
been approved. 

Mr. McNett. The carrier stands by itself, and the aircraft program 
stands by itself. 

Senator SyminetTon. The aircraft go on the carrier? 

Mr. McNet. They are treated separately, just the same as an 
airbase and aircraft. 

Senator Syminetron. You are saying that you have a different pol- 
icy for aircraft that go on a carrier than you do for the carrier compo- 
nent parts per se that go into the carrier; is that correct? 

Mr. McNet. No, sir; they are treated in exactly the same pattern 
but treated as two separate programs. 

Senator Symineton. Let us forget this installment purchasing, 
which has recently gotten publicity to the detriment of the Department 
of Defense. 

Is there any difference in the way the Air Force buys planes and 
the way the Navy buys planes? 





PREPRODUCTION EXPENSE 





Mr. McNetu. Generally it is similar. 

The Air Force has gone a little deeper into what has been classed as 
preproduction expense. 

Senator Symrneton. That has always been part of the budget and 
it has been presented to the committee as preproduction expense. I 
have seen the sheets. But it would seem, whereas before you ap- 
proved that method of financing, today it is not being approved. 

Mr. McNett. It is really the installment buying that we wish to 
discontinue, not the prebuying of specified items that are smart to 
buy in advance of the year in which you place the order for the end 
item. 


INSTALLMENT BUYING 





Senator Symineron. If you place a portion of allotted money for 
long lead-time component parts of Government-furnished equipment 
such as engines, and you only commit for a portion of that, that is 
what you have been presenting to the Congress. It automatically 
could be termed installment buying; could it not? 

Mr. McNett. Installment buying is taking a certain number of 
engines which, let us say, should be bought in advance—say 100 en- 
gines at $100,000. We feel under the Directive of $10 million for 
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those engines would have to be put behind the contract and not $1 
million or $2 million down and finance the balance at some later time. 

Senator Symineton. Suppose, Mr. Secretary—and we both know 
this to be true—that the engine manufacturer in turn has long lead- 
time component parts. Surely you would not want the engine manu- 
facturer to get Government money unless he needs it to purchase his 
longest lead-time component parts. Why is it not good business 
practice, instead of faulty practice, to allow long lead-time for the 
engine per se, and not require money also to be put up for the short 
lead-time items at the same time? 

Mr. McNett. When you break it down too finely you lose complete 
control of the program and it just does not work. In the first 
place—— 

Senator Syminetron. Let us continue just for a moment. If you 
place a contract with Pratt & Whitney for an engine, you know that 
they have long-term component parts in that engine, and short-term 
component parts—talking lead time with respect to the parts of 
that engine. Are you saying, inasmuch as engine contractors will 
not operate without Government money, it is wrong for one of the 
services to agree to put up money for the engine’s long lead-time 
component parts; that all of the money should then be made available? 

Mr. McNett. They do not pay the money to the contractor until 
after he does the work. 

This directive requires that the money be set aside to complete the 
purchase of those items when the proper time comes. 


ADMINISTRATION FISCAL POLICY DIRECTIVE 


Senator Syminaton. I do not want to take the committee’s time 
to go further into this at this stage; but I ask one further question. 

Is not this directive of May 22 wrapped up in the fiscal policy of the 
administration and not in the question of the purchase of materials in 
the Department of Defense? 

Mr. McNett. I would think it would be both, sir. 

Senator Symineton. Would you explain? What is the problem in 
the administration that has resulted in these directives, from a fiscal 
standpoint? 

Mr. McNett. One problem is expenditures. Obligations and ex- 
enditures have a definite relation to each other. One aspect of the 
udget is obligational authority and another is expenditures. Con- 

gress acts on the new obligational authority and considers the expendi- 
tures but takes no formal action on them as such. In the executive 
branch, they have the problem of financing. We have a debt ceiling. 

Senator Syminecton. A debt ceiling? 

Mr. McNett. Yes, sir. We have cash outgo. 

This part of the problem has been to so manage the business that 
our expenditures will come within Government income. 

Senator Symineton. These directives are then an effort on the part 
of the administration to reduce its expenditures by reducing the 
amount of money which is going to be spent for our national defense. 


EFFECT OF POLICY ON DEFENSE PROGRAMS 


Have you at the same time made studies to show what that does to 
the defense program? After all, the military programs for national 
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security are not primarily matters of dollars and cents. They are 
matters of what is necessary in planes and ships and guns for security, 
When you decided that you were going to make these arbitrary fisca] 
readjustments in order to help the problem of the administration with 
respect to the debt ceiling—have you told the, Congress what that 
would do to the various programs which the Congress approved for our 
national defense? 

Mr. McNett. I have space in this statement devoted to that 
subject. May I come back to that in just a few minutes when | 
finish this? 

APPROVAL OF POLICY 


Senator Symrineton. Sure. But I would like to know so we have 
sequence of thought, whether you first worked this out with the Bureau 
of the Budget and Treasury Department; whether you worked out all 
these fiscal matters with them, whether or not you pointed out what 
these directives would do to the program; and I might add did you 
also check with the National Security Council, who, I am told, is the 
authority on what the programs for national defense should be, 
regardless of dollars? 

Mr. McNett. I do not know what the details of the directive have 
been, but the basic policy has been discussed with the National 
Security Council, or, 1 should say, the basic directives have been dis- 
cussed with the National Security Council. 

Senator Symineton. Did they approve them? 

Mr. McNett. Yes. 

Senator Symineton. Did you present those directives to the Con- 
gress, bring them up with the Congress? 

Mr. McNett. I think that if we get back to the point 





DECISION TO ISSUE DIRECTIVES 


Senator Symineron. If I might just restate the question. 

When you decided, because of the debt ceiling and such other fiscal 
problems of this administration, that you were going to issue two 
directives, to have fiscal balance, did you, one, take 1t up with the 
National Security Council to show what these directives would do to 
to the military programs you had submitted to the National Security 
Council, and have you any record of submitting them to the Con- 
gress, so the Congress would know what these fiscal manipulations 
would do to the military programs previously submitted to the Con- 
gress, and approved by the Congress? 

Mr. McNet. There are a number of questions in your one big 
question. 

Senator SymrnaTon. Yes. 

No. 1 is as to the submission and clearing with the National Security 
Council, and the other is with the Congress. 

Mr. McNett. In the first place, Senator, they are not fiscal manipu- 
lations. I don’t think anyone can say that there is any fiscal manipu- 
lation if the money is set aside for the purpose intended. That is not 
manipulating. That is sound business. 

In working out a broad program, or relating it to a financial program 
or to the revenues and expenditures of the Government as a whole, 
there has to be pretty clear-cut layout of a program, and program 
control; otherwise, the thing does not work out the way it was planned. 
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Otherwise, perhaps expenditures may be considerably greater in a 
period than any one forecast. That is one of the present problems 
today. 

MEMORANDUM AS REPORTED IN PRESS 


Senator SyMinGTon. You say there is no fiscal manipulation. Here 
is something that has been in the press. It is a memorandum from 
the Secretary of Defense, dated the 22d of May 1957 to the Secretary 
of the Army, the S Secretary of the Navy, and the Secretary of the 
Air Force. 


Effective immediately, the amounts available for obligation under the approved 
financial plan for fiscal year 1957 under appropriations available for major procure- 
ment and production, research and dev elopment, and military construction shall 
be reduced by the following amounts without increase in the amounts available 
for commitment: 


Millions 
0, 
dollars 
Army ..-.-.- seocsuse ili Sst aces. cakdien Gwe e wae a oben ae 100 
PT e Sol. ate wR « dos SMe ae bb nls snkesk seen atten EE 150 
ROS ies arpa Sul dpc mar< Anny ane dae ta en a ae ee 250 


The distribution by appropriation, recommended by the three military depart- 
ments, will be submitted to the Secretary of Defense by May 31, 1957. 


QUESTION OF FISCAL MANIPULATION 


After you have submitted your program to the House Appropria- 
tions Committee, by reducing the amount available for obligations in 
the month of June, and the last few days of May—you help handle a 
budgetary problem incident to financial matters. Surely, you will 
agree that is a fiscal manipulation. 

Mr. McNetu. No, I do not call it a fiscal manipulation, sir. 

Senator Symineton. Mr. McNeil, when you take $500 million that 
has been approved by the Congress to spend between now and the 
ist of July; and, without telling the Congress anything about it, 
put out a directive that you can’t obligate the money, is not that a 
fiscal manipulation? 

Mr. McNetm. If I might finish this statement, this is a 

Senator SALTONSTALL. Mr. Chairman, might I ask a question here? 

Senator SymiInGcTon. I am finished, Mr. Chairman. 

Senator CHAvez. Senator Saltonstall. 

Senator SALTONSTALL. Is it true, Secretary McNeil, that the esti- 
mated expenditures for this year by the Government was some thirty- 
six billions of dollars? Is that correct? 

Mr. McNetu. That was the budget document as submitted. 

Senator SALTONSTALL. For the Defense Department? 

Mr. McNet. Yes. 

Senator SALTONSTALL. And that the expenditures this year in the 
fiscal year in the Department of Defense will run something over 
$38 billion. 

Mr. McNetu. Probably $384 billion. 








PURPOSE OF DIRECTIVE 


Senator SALTonsTALL. And the purpose of this directive, which 
the distinguished Senator from Missouri has just read was to cut 
$500 million in the month of June to prevent that from being spent, 
so that the $38 billion would be further increased. 
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Mr. McNet. It was to hold up a certain volume of procurement, 
Senator Saltonstall, until the whole matter could be studied and find 
out how we stood in this matter, to find out how this thing could be 
managed to live within the revenues, yes. 

It involves a program—or, rather, let me say, it may involve some 
program adjustment. 

Senator SaALTronstaLL. For the fiscal year 1958, which is the appro- 
priation that we are talking about now, the estimated expenditures 
of the Department of Defense are a little over $38 billion; is that 
correct? 
ja McNet. That is about correct, Senator Saltonstall; yes, $38 

ion. 

Senator SaALronsTaLu. At the rate that they are running, or are 
estimated to run, as you foresee it now, they will run nearer $42 
billion than $38 billion; is that correct? 

Mr. McNet. They are running, at least during the last 2 or 3 
months, at a rate of about $42 billion; that is correct. 

Senator SALToNSTALL. The purpose of this directive here is, as 
contended by the Senator from Missouri—I would agree quite fully 
with him on that—that the purpose of the directive is to make sure 
where you are going, as to whether you are going nearer $38 billion, 
which is the estimate originally that was submitted to the Congress, 
or are going to run nearer $42 billion; is that not correct? 

Mr. McNett. That is correct. 

Senator SatronsTaLuL. As far as the program of procurement is 
concerned, and contracts, and what it will do to the Air Force, the 
Navy, or the Army, that has to be worked out, and you can’t tell this 
committee at the present time just what the effect of this directive 
will be; is that not correct? 

Mr. McNett. That is correct. 

Senator Symineron. I want to thank the Senator from Massachu- 
setts for making this matter clear. 


EFFECT OF ARBITRARY FISCAL DECISIONS 


What he says is that here there is a fiscal problem, where the ex- 
penditures exceed the budgetary allowance, calculations submitted 
by the Department to the Bureau of the Budget. They have now 
shuffled these funds around through fiscal manipulations, without any 
submission to the Congress of what this does to the number of wings, 
or the number of aircraft in those wings, or maintenance and opera- 
tions. In Europe last April, we learned that, because of these arbi- 
trary fiscal manipulations in maintenance and operation funds by the 
Department of Defense, the boys on the frontline flying F-100’s, 
supersonic airplanes, did not have enough money to keep themselves 
in proper training and, therefore, were having more accidents. 

This is a very serious matter we are talking about. If this com- 
mittee is not consulted when the fiscal people, or any other people, 
in the Executive branch make arbitrary fiscal decisions which change 
the programs, programs for the procurement and operation of military 
equipment, then all this might as well not be the subject of any 
hearings before the Appropriations Committee. 

Senator Rospertson. Will the Senator yield? 

Senator Symineron. Yes; I yield to the able gentleman from 
Virginia. 
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Senator SALTONSTALL. Just a minute, Mr. Chairman. I would just 
like to finish this matter with Secretary McNeil. 

Senator Cuavez. Yes; I recognize the Senator from Massachusetts. 

Senator SALTONSTALL. I would just like to finish this answer and 
then I am through. 

Senator SymMineron. I am sorry, Mr. Chairman. I thought the 
Senator from Massachusetts was through. 

Senator SALTONSTALL. I would just like to ask the gentleman this: 
I would say that what the Senator said is quite true. I will not go 
into all this frontline business, because I don’t know about it. I will 
use the cutoff of $500 mil'ion, which is a cutoff from the 1957 expendi- 
tures, which will maybe cut off a good bit here and keep us from being 
overspent in 1958, and so 

Mr. McNett. When we say “spent,” it is really to place under 
contract. 

Senator SALTONSTALL. Yes; to place on contracts; it may be gone 


into 1958, but you could use it for that purpose, could you not? 
Mr. McNet.. Yes. 





READJUSTMENT OF FISCAL POLICIES IN ACCORDANCE WITH DIRECTIVE 


Senator SaLtronstaLu. As far as the directive is concerned, in 1958, 
when the Senator from Missouri uses the word “cutoff,” I disagree with 
him on that. I would agree with him on this question of fiscal policy. 
What the Department is now doing with the Secretary of Defense and 
the Budget Comptroller, Mr. McNeil, is realining the fiscal expendi- 
tures, as they see it, of 1958, and what you have got here—I will put 
it in a formal question instead of my statement. Are you planning 
with this directive to say what procurement is possible and what con- 
tracts are possible and readjust your policies in accordance with this 
directive? 

Mr. McNett. With all the money put behind the end items or a 
particular component. 


LETTER FROM HOUSE APPROPRIATIONS SUBCOMMITTEE 


Senator SALTONSTALL. Let me ask you one more question and then 
Iam through. Have you received any directive or suggestions or 
recommendations from’ the House Appropriations Subcommittee on 
Defense on this subject? 

Mr. McNet. Yes, sir. I have 2 or 3 quotations in the next page 
of my statement. 

Senator SALTONSTALL. Is it possible for you to read that instruction 
or the letter or the recommendation from the House Subcommittee 
on Appropriations for Defense? 

Senator Symineton. Will the Senator yield for a minute? 

Senator SarronstaLu. May I finish here? 

Senator Symincron. But I am just asking the Senator to yield 
for just a moment so that we may understand it. We are now talking 
about two things. We are now talking about ideas from the Depart- 
ment of Defense. That will be testified to a little later. The Depart- 
ment of Defense directive is a plan submitted in order to arrange these 
fiscal manipulations. The Senator says he disagrees with the use of 
the word “‘cutoff.”’ 

If you have $500 million, and you are instructed by directive not 
to use it, what would you call it? 
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Senator SatronstaLL. We don’t, or rather, I don’t, want to get 
into a discussion with the Senator from Missouri on this. I want to 
go on to the appropriation. 

Senator CHavez. When the Senator used the words “‘cut off,” I do 
not understand that the directive from the Department of Defense 
necessarily cuts off anything. It readjusts the money ultimately 
available. As to what the Senator says, it cuts it off from 1957. 

Senator Symrneton. No. It cuts off deliveries from 1958. 

Senator CHavez. Effective immediately, amounts available for pur- 
chases under the approved financial plan for fiscal year 1957—— 

Senator Symineron. But this is the fiscal year 1957; so it cuts off 
deliveries in 1958, 1959 and 1960, Mr. Chairman. 

Senator SALToNSTALL. Excuse me, sir. All this does is make it 
impossible for any of the services to contract for $500 million in June 
of 1957, and does not prevent them from making contracts for those 
same moneys in 1958, after they have submitted this plan, but not 
later than June 12, 1957, for what they intend to do in 1958. 

That is all it is intended to do. 

Senator Symineron. The Senator is correct. It says the amounts 
available for obligation for procurement in 1957; therefore, it would 
cut off the receipt of equipment, in that amount of money, during 
this time. 

Senator SaLtronstrauu. It delays it, by at least a 1-month delay. 

I thank you, Mr. Chairman. 

Senator ELLeNpER. Excuse me. 

Senator Rosertson. If I may have just one minute. 


PREVIOUS TESTIMONY 


Senator ELttenpsrR. Mr. McNeil, as I stated a moment ago, with 
all due respect to you, your testimony today appears to be at variance 
with the testimony given by you in the past. 

I had the impression, from previous testimony, that any program 
initiated by the services had financing for the complete end item. 
Now today you state that there are exceptions, and from memory 
you cited one example. You have mentioned one little exception of 
your own. 

Mr. McNett. The reactor. 

Senator ELLENpER. Have you any other exceptions? 

Mr. McNett. There are other exceptions. I will get them for 
you, sir. 

(The information referred to follows:) 

Other exceptions are: Some types of aircraft engines, some instruments, reduc- 
tion gears, turbines, some radar equipment and some fire-control equipment. 

Senator ELLeNpmER. In last year’s testimony, before this committee, 
did you not state that you were fully financing the end items in your 
programs? 

Mr. McNer. That is correct. 


PURPOSE OF DIRECTIVE 


Senator ELtenper. Returning to the discussion you had with 
Senators Saltonstall and Symington, it appears to me that the purpose 
of the directive is clearly stated. I quote: 

“The purpose of this directive is to insure orderly execution of the 
procurement programs of the Department of Defense within the 
appropriations and funds available.” 
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Mr. McNett. Correct, sir. 

Senator Ettenprer. Then the directive was necessary to prevent 
he partial financing of some end items. 

Mr. McNett. It could happen unless we follow this directive. 

Senator ELLeENDER. Exactly. In other words, this directive was 
issued to keep obligations of the three services within the funds 
available. 

Mr. McNett. Exactly under the pattern that, as you say, I out- 
lined to you in the past. We would have been beyond our appropria- 
tion if each item in current programs had been fully financed at the 
time this was issued. 


OBLIGATIONAL AUTHORITY REQUESTED 


Senator Ronertson. Before you go on, I just want to get two or 
three figures in the record without going into an argument on the 
difference between a cut-off and a cut-down. 

How much obligational authority was requested? 

Mr. McNet. In the President’s budget, $38% billion. 

Senator Rosertson. In that budget, what rate of expenditure was 
predicted for fiscal 1958? 

Mr. McNett. Thirty-eight billion dollars. 

Senator Rorertson. At the present rate of expenditure, what 
would the actual expenditures be for fiscal 1958? 

Mr. McNett. For fiscal 1958, we will try to work that out and 
get a more precise figure. 


RATE OF EXPENDITURE 


As I mentioned, in response to Senator Saltonstall a few minutes 
ago, in the last few months the rate of expenditures has been at the 
rate of about $42 billion. 

Senator Ropertson. If that rate continued, it would be $42 billion 
for fiscal 1958: is that correct? 

Mr. McNett. That is right, if it continued at that rate. I do 
not think it would necessarily do that. 

Senator Rorerrson. Not necessarily. 

And your May 21 directive, in the part of overall planning, you 
started curtailing expenditures in fiscal 1957 with a view to keeping 
fiscal expenditures in 1958 down to $38 billion? 

Mr. McNett. Or very close to that. 

Senator Rorertson. That could involve a cut of $4 billion, a 
cutoff or a cutback, or whatever you call it. 

Mr. McNeiu. We do not know yet whether this rate of the last 3 
or 4 months would continue at this rate during all of next year. 
It is possible that it would drop off to some extent during the middle 
of the year, or even in the latter part of the year. 

This may be a mere temporary hump, but it is almost certain that 
unless the program is extended, and those things which must be 
carried on are carried on, while those things that can wait or be 
delayed are sorted out, these expenditures will run above th» $38 
billion. 

Something will probably have to be done, and I mention that in 
my statement. As I say, I was trying to bring this to the attention 
of the committee in my statement this morning. 
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Senator Rosertson. The distinguished Senator, my great friend 


from Missouri, said, or rather he intimated, that the first consid- 
eration was a fiscal one and the fiscal one indicated that you needed 
to keep expenditures for 1958 down to $38 billion. 

You discussed that action without knowing definitely to what 
extent it may delay and impede the development of bombers, missiles, 
et cetera. 

ADDITIONAL ITEM IN MEMORANDUM 


Mr. McNett. There is one other item in this memorandum of 
Secretary Wilson, dated May 22, and I would like to read it, if J 
may, Senator Robertson. 

Senator Robertson. Excuse me. 

Mr. McNett. I say the memorandum of Secretary Wilson of May 
22 covered another point. His memorandum covered two points, 
One was the $500 million that we have discussed in the last few min- 
utes, and the other was the lest paragraph. And if I may read it, 
it says: 

In addition, as a means of clarifying our fiscal position, each military depart- 
ment will submit a detailed plan to the Secretary of Defense no later than June 
12, 1957, for meeting their fiscal year 1958 expenditure objectives, taking into 
account their outstanding obligations, as well as their plans for rate and volume 
of new obligations. 

We would then put them all together and decide what the 1958 
actions should be. 

Senator Ropertson. For scientific study of that, do you think that 
could be done in 10 days? That is all the time you gave them. 

Mr. McNeiu. This is not a completely new procedure. That has 
been discussed, without being put in writing, for about 3 months. It 
has been under discussion. 

Senator Symineton. If the Senator will yield, I did not read the 
last paragraph for only one reason. 

The first paragraph and the money has to do with 1957. 

Mr. McNet. That is correct, sir. 

Senator Symrneton. The first paragraph has to do with 1958, and 
the second paragraph, has to do with expenditures in addition to 
obligation. 

Mr. McNew. That is right. 

Senator Ropertson. That is all, Mr. Chairman. 

Senator ELLENDER. Mr. Chairman, may I ask one question? 

Senator CHavez. Certainly. 


PARTIAL FINANCING BY AIR FORCE 


Senator Ettenprer. Mr. MeNeil, when did you discover that the 
Air Force was doing partial financing? 

Mr. McNett. I believe the first instance that was specific was when 
the Navy received interdepartmental orders to buy some eight 
hundred or nine hundred engines, costing about $178 million, and 
received an allocation of funds of $32 million to be put down on the 
contracts. 

Senator ELLeENpER. When was that? 

Mr. McNett. Oh, it could have been last February or March. 

Senator ELtenpEer. What did you do when you learned this? 

Mr. McNet.. I attempted to find out the extent to which that 
practice was being utilized. 
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Senator ELLeNpDrER. Did you find that this prevailed as in the Navy 
and the Army? 

Mr. McNett. No, it does not. 

Senator ELLENDER. It does not? 

Mr. McNett. No, sir. 

Senator ELLENDER. Did you report this situation to Secretary 
Wilson? 

Mr. McNett. Yes, sir. 

Senator ELLENpER. And did that result in this directive? 

Mr. McNett. The directive was the result of discussions over a 
couple of months. 

Senator ELLeNpEeR. Thank you, Mr. McNeil. 


DEFINITION OF PRACTICE 


Senator Symincton. Would you define “partial purchasing,” or 
“installment buying’’? 

Would you give a definition of how that is practiced by the Air 
Force, as different from the other services? 

Mr. McNett. I referred to an example of it by a contract on the 
engines made by the Air Force. That was an example. 

Senator Symineton. I know you would never want to discriminate 
against the Air Force, and am, therefore, trying to find out what it 
was the Navy received which showed the Air Force was doing some- 
thing wrong. 

Based on what I understand about what is now being called in- 
stallment buying, the Air Force has been doing the opposite from 
poor business practice; it has been good business practice, because it 
postpones until the very end putting up money on the part of the 
American public. But that is a subject we will get to later on. 

Do you know who was the “high authoritative source” in the Penta- 
gon, who said this type of buying was improper and unethical? 

Mr. McNetu. I would like to answer that in reverse. I do not 
know who that “high authoritative source’’ is. 

Senator Symrneton. I am sure it was not you. 

Mr. McNet. I have not discussed that outside the building at all. 

As to “unethical practices,”’ I have never used that term and would 
not use it. 

Senator Syminaton. I thought it was unfortunate. 

Mr. McNer. I think that the rules under which we have been 
etting our money, I think under sound management of Government 
ene, we should have the money on hand when we order some- 
thing. 


CRITICISM OF AIR FORCE 


Senator Symineron. Let us take the long-lead-time component 
parts of an engine. We both know the manufacturer will not start 
until he sees money appropriated by the Congress. It is entirely 
logical for the buyer to commit for only the long-lead-time com- 
ponents for the engine. Therefore, what you are doing, in my 
opinion, in criticizing at least one service for adopting policies to cut 
down unobligated funds. In the last 4 years, under Secretary Wilson, 
there has been great criticism engendered against long lead time. 
You and I both understand figures well enough to know that if you 
have to have all the money on hand, regardless of lead-time require- 
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ments, you are going to have heavy unobligated funds, far more than 
are necessary to handle any program in accordance with what, in 
America, we term ‘good business practice” under sound accounting 
principles. 

Mr. McNeru. We should have enough funds to finish the article 
contracted for. 

Senator Symincron. In the years I have been a member of the 
Armed Services Committee of the Senate, perhaps the biggest single 
criticism about financing has been the degree and extent of unobli- 
gated funds, and yet today what you would seem to be doing is 
criticizing the Air Force for taking a logical and constructive approach 
to reduce those unobligated funds. 

Mr. McNett. That is not quite the case. 


TESTIMONY OF GENERAL BOGART 


Senator ELttenper. Mr. Chairman, may I again point out that a 
moment ago I read from General Bogart’s testimony in the hearings 
before this committee in 1957, and General Bogart stated: 


General Bocart. Mr. Garlock has pointed out for you some of the primary 
reasons why we will always have unobligated carryovers in our continuing appro- 
priations. Our policy is to budget for the total cost of the aircraft and other 
related procurement in the program even though we know that some of the funds 
will not be obligated in the budget year. This provides Congress and ourselves 
with a complete picture of the cost of the program rather than merely an incre- 
ment of the total. Also, when we set out to accomplish a buying program, we 
need the assurance that we have the authority to carry out the commitments we 
must make with industry to assure an orderly time-phased accomplishment of our 
objectives. 


Mr. McNett. I think that is a very sound statement and a very 
sound practice. 

Senator E.ienper. Exactly, but you have indicated that the 
“‘Wilson Directive’”’ of May 21 was issued to halt partial financing of 
end items by the Air Force. 

Senator SymineTon. Inasmuch as General Bogart is here, and we 
all want to get the record straight, I think he should have the privilege 
of answering my distinguished colleage from Louisiana. 

Senator Cuavez. Let’s try to get the answer. 

Senator SALToNSTALL. The answer is very clear to me, and I think 
it should be made clear to the committee, but if you are looking at it 
as a matter of protocol 

Senator Cuavez. I asked General Bogart to be here this morning. 
Let’s do it in an orderly way. 





PROCEDURE ALSO PREVIOUSLY FOLLOWED BY NAVY 


Mr. McNem. Mr. Chairman, I have just one more comment in 
answer to Senator Symington, just to get the record clear. 

This is not all one service. 

My good friends in the Bureau of Ships have done this in another 
fashion some years ago. Fortunately they have this straightened out, 
and it is a beautifully run program at the moment, but 3 or 4 years 
ago it was really a practice of what I call underpricing a program, 
and later on you found you could not complete the vessel. So they 
now have closed up the difference, and that practice was discarded as 
of several years ago. 
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This directive is for all the services and is not just for the Air Force. 

Senator Syminaton. We will get into the details, and we will also 
need to get into the other services. You also said you were doing it 
on the basis of fiscal objectives when I asked you the question. You 
said you were not able to have enough money without affecting the 
debt ceiling, the overall fiscal picture in the administration. There- 
fore, you could find the Air Force in some mistakes, and you could 
also find the other three services in some mistakes in that regard. 

However, it all fits into a pattern? 


LEAD-TIME OBLIGATIONS ASPECT 


Mr. McNetu. Yes, Senator, it all fits into a pattern. 

Senator SyminecTon. It all does fit into a pattern. It fits very 
closely into the $5 billion pattern that you took from the Air Force 
budget, and the $2 billion you took out of the Army and the Navy, 
in 1953. You justified it at that time on the basis of your ability 
to cut long lead-time obligations. 

Now, after the Air Force has attempted to work with you to reduce 
lead time on most items, you are criticizing them for doing exactly 
what you said they ought to in 1953. 

Mr. McNet. I think the lead times in the early days were a little 
too long. I am not to sure that they are not shortened too much to 
be able to do business on a good basis. 

Senator Symincton. What you are saying, is that the Armed 
Forces have worked so hard at fitting into the ped tiiat pattern estab- 
lished, you are now criticizing them for that cooperation. 

Mr. McNet. In the first place, I do not criticize them. I would 
work this out in the family, in the services. 

Senator Syminaton. I think when you see an article of this sort 

Mr. McNett. I was not the reporter or the publisher of that, and 
I would not have written it. I would have worked it out in the 
familv. 

Senator ELLENDER. I agree with what has just been stated. We 
are not criticizing the Air Force or the Department, but we are obtain- 
ing facts and information concerning the reason for the directive. 

Senator Symrneton. If the Senator will yield. 

Senator ELLenpEr. I yield to my good friend from Missouri. 

Senator Symineton. But if you have not committed any money 
of the taxpayer, and you operate on the basis of taking as much 
advantage as possible of good will of the supplier, what is wrong with 
that? For example, you purchase gas from the supplier, and say “I 
have money to pay for it through the month of August, and I be- 
lieve you can plan to sell us gas during the month of September, but 
I cannot commit myself, I cannot commit the Government,” what in 
the world is wrong with that? 

Many is the time in private business, with different companies, 
with customers like General Motors, I have done exactly that, based 
on their telling me they thought they would use the parts in question; 
but they said they could not make a commitment. Therefore, I 
think we should be very careful in criticizing the Air Force in this 
regard for adopting policies which result in less use of taxpayer money, 
unless we find they have committed the Government to obligations 
which are not covered by money appropriated. As I understand it, 
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that has never been done, at any time, during all the period covered 
by this controversy. 

No commitment has ever been made by the Air Force in recent 
years where the money was not available. 


NO CONTRACTS OUTSTANDING 


Mr. McNett. | would like to make this statement, referring to 
what Senator Symington has said. 

There are no contracts outstanding, no obligations recorded, which 
do not have the money behind them. 

Senator ELLENDER. That is correct, but would it be so if this 
directive had not been issued? 

Mr. McNen. No, sir; that is not true. 

Senator Syminecton. That is not true, and that is just about the 
whole point. 

Senator ELutenpeER. I will read the first paragraph of this directive: 

The purpose of this directive is to insure orderly execution of the procurement 
programs of the Department of Defense within the appropriations and funds 
available. 

What does that mean? 

Mr. McNeu. Senator, I think this is probably the point. 

I want to repeat that there is no contract outstanding without 
money bebind it to the extent of the legal obligation. 

Senator ELLENpeER. I understand that. 

Mr. McNetu. No obligation that does not have money behind it. 

Senator ELLeENDER. You stated this morning that applies to all 
services. 

Mr. McNett. Yes, that applies to all the services. 

Senator ELLeNprER. Suppose this directive had not been issued, 
and the armed services had been permitted to proceed to obligate 
$500 million, what would have been the effect? 

Mr. McNett, May I finish the answer. 

If you do not follow the general direction of this directive, and you 
took additional procurement on, and some had gotten underway 
without. full financing, you would have to have additional appropria- 
tions in that situation. 

Senator ELteNpER. You would need additional appropriations. 

Mr. McNer. Yes, but under the term of the contracts, there 
would be no liability that could not be covered. The contract 
however would only cover a part of the end item. 


REASON FOR ISSUANCE OF DIRECTIVE 


Senator ExuenpeR. Let us go back. You said you discovered that 
the Air Force was doing partial financing in March. 

Who brought that to the attention of Mr. Wilson? Mr. Wilson 
issued the directive to prevent contracts being entered into which go 
beyond the appropriations and funds available. 

Mr. McNett. The starting of projects which could not be completed. 

Senator E.uenper. How is that done? 

Mr. McNetn. Not by the actual contract. It is a case of every 
contract issued or executed not providing that it will continue to 
completion. 

Senator Eiuenper. I understand. 
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Mr. McNett. The contract in some ways might not cover the full 
completion of the end item. 

Senator SALTONSTALL. Would the Senator permit me to 

Senator ELLENDER. Would that not be in violation of the statement 
[read a moment ago where all financing is done in full? 

That is, the money must be at hand. It must be in the kitty before 
any contract can be entered into? 

Mr. McNett. I think it would be unsound unless it were something 
that was very closely outlined and understood by both committees of 
both Houses on that basis. 

Senator ELLENDrER. Of course. 

Mr. McNett. I might clear that matter up. 

Senator SaLtronstTaLyu. Would the chairman permit me? 

Senator ELLeNpDeER. [ am through. 

Senator SALTONSTALL. Would the chairman permit me? I should 
like to follow up. 

Senator Cuavez. Surely. 


EXAMPLE OF B-52 ENGINE PROCUREMENT 


Senator SALTONSTALL. You made a statement regarding the end 
item. Senator Ellender, would you be willing to listen to this, because 
I think this is the way I understand it, and I hope it will make it clear. 

Senator ELLENDER. Surely. 

Senator SALTONSTALL. Assume vou have as end items 10 B-—52’s 
As you have stated to Senator Ellender and to Senator Symington, 
you have always had money available for any contracts that you have 
let. 

Is that true? Am I correct? And this is my understanding, that 
in view of your directive—is it true that the Air Force, and your 
critic ism, if you will, of the Air Force, is that in planning to build up 
10 B-52’s, and building up the B—52’s on long lead time, we will use 
as an example 15 engines, and there will be money enough to pay for 
those 15 engines, but it may mean that you have not ‘all the other 
items yet which would be needed for the 10 B-52’s. 

They will have to get more money than was originally stated for 
those 10 B—52’s. 

Mr. McNett. | think the B—52 program is in good shape. 

Senator SALTONSTALL. I was merely using B-—52’s as an example, 
to illustrate the pr inciple. Haven’t I illustrated the principle? 

Mr. McNew. That is the principle. 

Senator ELLENDER. There is no question that the directive was 
issued to prevent the Air Foree from partial financing of end items. 

Senator Syminaron. The Senator from Massachusetts has made 
the point, because what has happened is this—— 

Senator CHavez. Just one moment. 

Why was the May 21, 1957, directive issued? I think we are all 
guessing as to why it was issued. 

Senator Syminctron. Mr. Chairman, the witness said that the 
reason it was issued was the administration had a debt ceiling, and 
a budget problem. That is in the record. What Senator Saltonstall 
said is correct. 

SOUNDNESS OF PROCEDURE 


In order to limit the amount of taxpayer’s money committed, the 
Air Force has committed for the engines on a longer lead-time basis, 
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and the longest lead-time component parts of the engine on an even 
longer lead-time basis, knowing that they must get the engines started 
before they have to get the airframes started. This is what the Air 
Force is being criticized for; and I say, from my business background, 
this is sound business practice, characteristic of the purchasers in the 
business community of America over a great many years. 

Senator SALTONSTALL. | am not criticizing that. 

Senator Symineton. I know that, Senator. 

Senator SaALToNsTALL. I am saying that, on the basis of the erit- 
icism, which I tried to bring out with the B—52’s as an example, is 
that at any one time it can commit itself for 15 long lead items which 
are more than you have got and you have to get more money from 
some other place to finish the end item. 

T just used as an example the engines for the B—52’s. 

Senator Symineron. The program submitted to the Congress, and 
I am one who feels the number of ships and divisions and planes is 
at least as important as the number of dollars, is a program that has 
nothing to do with dollars, except those dollars should buy the maxi- 
mum defense possible with the fits available. 

This program is submitted to the Congress and approved by the 
Congress. Then the Air Force must get together to see how much 
money to commit in order to have the end items come out on schedule, 

Obviously, if the engines are among the longest lead-time items on 
the B-—52’s, then it is intelligent to buy the engines, but not commit 
for the rest of the plane, so that the schedules are reached on the 
same days promised the Congress they would be reached. 

Senator SatronstaLu. Mr. Chairman, I am not arguing whether 
the Senator is right or whether he is wrong, but I am trying to show 
how, as a matter of fact, that that is the criticism everyone is mak- 
ing—and that is an unfair way. That is the difficulty that was 
brought out in attempting to be governed by this directive. 

Am I not right, Mr. McNeil? 

Senator CHavez. Do you have any questions, Senator Thye? 

Senator THye. No; I am just sorry that I was absent during the 
first part of your testimony. I am just picking it up. 

Senator CHavez. Senator Dworshak? 

Senator DworsHak. No, thank you, Mr. Chairman. 

Senator Symineton. Mr. Chairman, I have other questions I would 
like to ask Mr. McNeil. 

Senator Cuavez. Did you mean on his entire statement? 

Senator Symineton. No, I mean at this point in the discussion. 

Senator Cuavez. Now, if we will dismiss Mr. McNeil temporarily, 
I think we might get General Bogart up here. 

You will recall that Senator Symington and Senator Ellender 
wanted to get some clarification from General Bogart. 

Senator ELLENDER. I read a statement made by General Bogart. 

General Bogart. Yes, sir. 

Senator ELLENpER. General Bogart, last year, when you testified 
before this committee, you stated that the Air Force fully financed all 
end items. 

STATEMENT OF GENERAL BOGART 


General Bocarr. This is correct, sir. We place in our program 
each year a list of the aircraft that we propose to buy, that we hope 
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to obligate for during that particular year. This is the aircraft re- 
quirement to meet the program of the Air Force. 

In addition, it is checked off against our equipment schedules 
approximately 2 years. 

In addition to that, we carry the preproduction account, which is 
also in the same appropriation, and we must check off against our 
preproduction account certain items that we are going to buy in the 
next year, for which we have to take long lead-time protection or 
engineering effort. 

We cover that in detail, and I believe that this is mentioned in last 
year’s hearings, about page 960 or somewhere just after. 

I think it.is page 960 or 980. 

(Note: The matter referred to appears at pp. 959-960, Senate hearings on 
Department of Defense appropriations for 1957. H. R. 10986.) 

Senator ELLENDER. Would that be contrary to the statement I 
just made? 

General Bocarr. No, sir; it would not. 

Senator ELLENDER. Why would Mr. McNeil bring it to your atten- 
tion and then bring it to Mr. Wilson’s attention if it was not partial 
financing? 

PREPRODUCTION A PROCUREMENT TECHNIQUE 


General Bocarr. We have been doing this, sir, for a number of years. 

Senator ELLeNDreR. This is not in accord with the understanding of 
Congress. 

General Bocartr. No, sir; this is not. 

Preproduction is a specific procurement technique which we have 
been using and explaining for several years, and which I have checked 
out recently to make sure that we have covered the details. We 
always have, sir, and what this means is that we say we are going 
into procurement of more of a particular aircraft or of a new aircraft 
or missile next vear. We have to take that lead-time protection or 
engineering effort in order to be able to place the orders during the 
following vear. We cover that preproduction in a specific amount 
of money against the next year’s program, where we show a prepro- 
duction credit against the total cost of the aircraft, as we show it in 
the next fiscal year’s program. 

Senator ELLENpER. Am I correct in assuming that you anticipate 
getting the full money in July, when the appropriation for 1958 is 
made available? 

General Bogart. This is done in anticipation of the program 
approval for the following vear. 

Senator ELLENDER. That is not full financing. It is partial 
financing. 

PREPRODUCTION ACCOUNT FULLY FINANCED 


General Bocarr. Sir, the preproduction account is fully financed, 
and if we are cut we have lost nothing, because we do get the airplanes 
or the parts which we have ordered, and they are fully financed; 
every one of our programs is fully financed, but this keeps us from 
baving to extend the lead time by as much as a year or more in order 
to procure the end items that we want. That is the aircraft or mis- 
siles, and this is a standard technique that we have been using for 
many years. All the services do it. Furthermore, sir, we carry this 
as a special item in the procurement lists, the buying lists, which we 
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show to the congressional committees. They are in our justification 
books which we present. 

Senator ELLENpDER. General, will you venture an opinion as to why 
this directive was issued? 

General Bogart. No; I cannot venture an opinion on that. I do 
not know why it was issued. What we have to do is to change our 
procedures and determine what interpretations we have to get on this 
in order to live within the directive, as it now reads. There are 
questions of interpretation and questions of execution. 


RECOMMENDATION ON DIRECTIVE 


We have submitted our recommendation, and we do not know yet 
just what the interpretations will be. 

Senator ELtenpEeR. Mr. MeNeil has indicated other exceptions. 
He promised to cite a few more exceptions where full financing was 
not the order of the day. If you have any other exceptions, Mr. 
MeNeil, I would like you to point out in previous records where you 
brought those to the attention of Congress. It was the understand- 
ing of this committee that no contract was let unless the full amount 
of money was on hand. 

General Bocarr. That is correct. 

Senator Symineton. Mr. Chairman, may I ask a question of 
General Bogart? 

Senator CHavez. Yes. 


WORKSHEET SHOWING FULL FINANCING 


Senator Symineton. General Bogart, have you got the worksheet 
there that you submitted to the Department of Defense and submit- 
ted to the Bureau of the Budget, and also submitted to the Congress? 

General Boaarr. Yes, sir; T have. 

Senator Symrnaton. May I have them, please, because it is clear 
we have had full financing of every part where the taxpayers’ money 
has been committed, and I want to present that to my good friend 
from Louisiana. 

Senator ELLENDER. What good would the engines be without the 
rest of the aircraft, Senator Symington? 

Senator Syminaton. The question is, do we order the engines far 
enough ahead to have them available when the shorter lead time items, 
such as airframes, are available, in order that all the component parts 
can be assembled into complete airplanes? If purchase of component 
parts of the plane is not staggered, either production dates will not be 
met or there will be heavy unobligated funds. I am also sure that, 
as General Bogart has said, it is the way it has been done for many 
years. If that is true, I am surprised that the Comptroller has only 
discovered it rece ntly. 

General Boaarr. I have it here, but this is a classified document. 

Senator Symineton. Let’s declassify it. The items involved are 
only the figures. 

General Bogart. The difficulty is, we are talking about specific 
items. 

Senator Symineton. We want the true picture. Money is not 
information we help the Russians with. They know we have money, 
so if we give money information, it won’t hurt anything. 
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Please give me the paper showing the segregated items you have 
been submitting under the heading, “Preprocurement.” If you have 
not got that here, please bring it this afternoon. 

General Bocarr. I have it here. I just have to sort it out. 

Senator Symineton. Forget about it but please have the sheets here 
this afternoon. 

General Bocarr. Yes, sir. 

Senator Symineron. As I get it, under heavy criticism made in 
recent years against the Air Force for having excessive carryovers, 
excessive unobligated funds, you have submitted to the Congress, over 
a period of years, an amount justifying the full financing of the com- 
ponent parts of the long lead-time items, so you can meet the schedules 
the President has given the people with regard to the program itself, 
without delays; is that correct? 

General Bogart. That is correct, sir. 

Senator Syminaron. Have you ever, at any time, committed any 
jovernment money, for any contract, on any basis, where the money 
was not first approved by the Department of Defense and the Bureau 
of the Budget and the Congr ess? 

General Bocarr. No, sir. That is the only way we can do that. 

Senator Symineron. If you did anything else, you would be com- 

mitting illegally the money in question ; would you not? 

General Bogart. I think SO; yes, sir. 

Senator Symineron. And y ou have never done that? 

General Bocarr. No, sir. 

Senator Symrneton. And to the best of your knowledge, nobody in 
the Air Force has ever done it? 

General Bogart. No, sir. 

Senator Symineton. And, therefore, although under the question- 
ing of my distinguished senior colleague you said you did not know 
why this directive was issued, inasmuch as we have already had 
testimony this morning that the directive was issued in order to take 
care of a budget problem and a debt ceiling problem, you would have 
the right, would you not, to think that these two matters, outside the 
purview of the Air Force, had something to do with this directive? 

General Bocarr. Yes, sir; I presume so. 

Senator Symineton. Thank you. 

Senator ELLENDER. General Bogart, when you purchase motors or 
engines, do you get them in advance of the frame? 

General Bogart. Yes, sir. 

Senator ELtenpER. Then, have you not partially financed? 

General Bocarr. No, sir. 

Senator ELLENDER. Suppose you come to Congress in the next year 
for money to buy the frames for those engines, and Congress refuses— 
what will become of those engines? 

General Bocarr. Then, sir, we end up with some engines or some 
junk. 

Senator ELLENDER. And the taxpayers are stuck with that; are 
they not? 

General Bocarr. That could happen; yes. 


CONTRACT FINANCING 


Senator ELLeNpER. And that, to me, is something that is contrary 
to what you stated to this committee time and time again, as well as 
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Mr. MeNeil, that no contract was entered into which is partially 
financed. You must have the money on hand to complete the end 
item, the whole item. 

General Bocartr. We never sign a contract unless the money is in 
hand to complete the whole contract. 

Senator ELLENDER. This contract for engines will not permit you 
to buy the airframes, and until you can buy them the engines cannot 
be used. That is the way I understand it, and that is partial financ- 
ing of the end item. 

General Bocarr. We carry a B-52, including spares. We program 
it for $8 million. We show a preproduction credit against that pro- 
gram cost for the amount of money which has been placed in the prior 
year’s program, so much for lead-time components—and those were 
justified, that amouat of money was justified, for preproduction and 
long lead time in the prior year program against the program we hope 
to buy in the following year. 


CONTRACTS FOR PARTS 


Senator ELLeENDeER. General Bogart, during the course of your 
experience, have any parts of an end item been purchased which were 
not later used because the end item was never completed? 

General Bocarr. I know of none myself, al‘hough there certainly 
could be such things. 

We have bought too many engines, but those were normally in the 
spares category. 

Senator Ettenper. I recall one such incident. 

Senator Symmneron. Let me ask you this question: 


PROGRAM PROCEDURE 


You come to the Congress—that is, Mr. Wilson does with a pro- 
gram; is that correct? 

General Bocarr. That is correct. 

Senator Symineron. That program is on two things: First, it is a 
program on the number of airplanes and the types; correct? 

General Boacarr. Yes, sir. 

Senator Symineron. And, secondly, it is a program on the cost of 
the airplanes; is that right? 

General Bocarr. That is correct, sir. 

Senator Syminctron. Therefore, if you make plans for your long- 
lead-time items, fully financed, but did not go ahead at that time with 
short-lead-time items, you might end up with an excess number on 
hand because your program was later reduced. But we have been ina 
period of years where we have been building up the Air Force program, 
and the only way it could be reduced, to leave you with the long-lead- 
time items, would be if the Congress had reversed itself or the President 
had reduced the program all had approved? 

General Bocart. Yes, sir. I believe that would be the effect; 
yes, sir. 

Senator Symincron. Again, if you find an engine is causing acci- 
dents, you do not want to continue the production of that engine 
just because you want to make your flaat albestion look as good as 


possible. But, in general, you cannot be caught with excess parts 
under this policy unless the program is reversed downward? 
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General Bocart. Except that where there is a program where we 
run into engineering difficulties and you have to cancel a program. 

Senator Symrneron. I understand that. 

General Bocarr. There are some instances where we can be caught 
with component parts. 


SAFETY OF EQUIPMENT 


Senator Symineron. And when you build a program to fly American 
youth, you are more interested in the safety of the equipment than in 
the cost. 

General Bocarr. That is correct. 

Senator Symineron. For instance, if you have flame-outs and kill 
people, you feel you have justification, regardless of anything else, to 
change that engine; is that right? 

General Boaart. Yes, sir. 

Senator Symincton. Every member of this committee would agree 
with you on that. 

Now, what you have done in the way of fully financing long-lead- 
time component parts—and for the record this involves figures in the 
hundreds of millions of dollars in recent years, first submitted to the 
Congress and then approved by the Congress, what you have done is 
to utilize every possible effort, in your activities, to reduce the criti- 
cism of unobligated funds. 

Is that a fair statement? 

General Bocarr. | think, sir, the record will show that. 

Senator Symineron. And this is just one of the many efforts that 
you have made to reduce those amounts of unobligated funds? 

General Bocarr. That is true, sir. 

Senator Symineton. Thank you. 


LETTER FROM REPRESENTATIVE MAHON 


Senator Cuavez. At this point, I would like to insert in the record, 
first, a June 3, 1957, letter that I received from Congressman Mahon, 
chairman of the committee on the House side, which was referred to 
during the hearings here, and the attached letter under date of May 
15, 1957, that Congressman Mahon wrote to Secretary of Defense, 
Charles E. Wilson. 

Also, | should like to insert in the record the directive of May 21, 
1957, and also the memorandum of the Secretary of Defense to the 
Secretary of the Navy, the Secretary of the Army, and the Secretary 
of the Air Force, dated May 22, 1957. 

(The directive of May 21, 1957, appears on p. 321, and the memo- 
randum of May 22, 1957, appears on p. 398.) 

(The other material referred to follows:) 

HousrE or REPRESENTATIVES, 
Washington, D. C., June 3, 1957. 
Senator DENNIS CHAVEz, 
Chairman, Defense Subcommittee, 
Senate Appropriations Committee. 

DeaR SENATOR CHAvVeEz: As you know, over a period of years in the defense 

bill we have used the full funding procedure rather than cash plus contract au- 


thorization. The attached is House Report 216 of March 21, 1957, in regard to 
full funding. 


Rather than put something in the committee report on the defense bill in regard 
to full funding, I decided to handle the matter through a letter to Secretary Wilson. 
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The object of the letter was to restate the committee’s position in regard to full 
financing. There was no desire to embarrass any of the services, and I had no 
specific information in mind. I had heard that the Navy, in financing certain 
engines, was probably using a partial funding procedure, but I was heavily involved 
in other matters and did not have time to look into the matter, and have not yet 
had time to do so. 

I am prompted to write this letter because of an erroneous implication as to 
my letter in a newspaper story of last week. 

I am attaching a copy of a letter which I wrote Secretary Wilson. I understand 
that you are having hearings in regard to the problem, and I felt that you should 
have a copy of my letter, inasmuch as my name has been used. 

Best wishes to you in your important work. 

Sincerely, 
Georce Manon. 


House or REPRESENTATIVES, 
Washington, D. C., May 15, 1957. 
Hon. Cuarues E. WI.son, 
Secretary of Defense, Washington 25, D. C. 

Dear Mr. Secretary: The general prevailing practice of this committee is to 
provide funds at the outset for the total estimated cost of a given item so that the 
Congress and the public can clearly see and have a complete knowledge of the full 
dimensions and cost of any item or program when it is first presented for an 
appropriation. 

During the course of these hearings, the committee has learned that one or more 
contracts have been executed for material on a partially funded basis with the 
apparent expectation of completing the financing by ultimately fully obligating 
the transactions with succeeding years’ appropriations. 

In its report to the House on March 21, 1957 (H. Rept. 216), this committee 
condemned a plan providing for appropriation in the first year of only the amount 
estimated to be obligated in that vear leaving to later years “installment appro- 
priations’ to complete the necessary funding. Certainly the practice of partial 
funding under appropriations provided on a “fully funded” basis is not in accord 
with the present understanding between the committee and the Department. 

It is recommended that all necessary action be taken to prevent such practice 
in the future and to insure that procurement funds are administered so as to 
accomplish the full program for which the appropriation was justified. 

Sincerely yours, 
GrorGeE Manon, 
Chairman, Subcommittee on Department of Defense Appropriations. 


COMMITTEE RECESS 


Senator CuHavez. Now we will stand recessed until 2 o’clock this 
afternoon. 

(Thereupon, at 12:15 p. m., the committee recessed, to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON Session, 2 P.M. (Tvurespay, June 4, 1957) 


STATEMENT OF W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE 
(COMPTROLLER)—Resumed 


GENERAL STATEMENT 


Senator Cuavez. The meeting will come to order. On account of 
the questioning of Mr. MeNeil this morning, he did not finish his 
statement. I understand it will probably take about 5 or 10 minutes 
at the most to complete. 

Senator E:uenper. As I indicated this morning, I am not going 
to interrupt Mr. MeNeil while he is making his presentation, but 
later I desire to question him in detail on the unobligated balances. 

Senator CHavez. May I say to the Senator from Louisiana, as | 
understand, Mr. McNeil made a prior engagement and he has to be 
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out of town tomorrow. I am going to continue with the hearings 
tomorrow. Mr. McNeil will be available at another time. 

I believe you were discussing your statement on page 9. 

Mr. McNet. I was at the latter part of page 8. I had just covered 
the three items that were purchased ahead of the year in which the 
major article was procured. 

Using this ship as an example the average cost is about $200 million, 
the total cost. 

In the year in which the ship was presented to this committee, a 
total of $200 million is shown less the $12.5 million that was provided 
in the previous year. But it was financed in full from that time on. 


OBLIGATIONS FOR PARTS IN INSTALLED ITEMS 


That first year, obligations were created on the basic contract for 
the parts of the ship that appear in the charts as well as for certain 
installed items. The basic contracts for the hull, pumps and con- 
densers—part of the electronic equipment it took a long time to pro- 
duce—the ordnance equipment, gun mounts, and fire control. That 
left about $35 million unobligated at the end of this first year that the 
ship was under construction. 

Senator ELLENDER. When did you get the full amount? 

Mr. McNett. From this committee in the appropriations bill. 

Senator ELLENDER. Did you come to the committee for funds in 
advance for the three items to which you have just referred? 

Mr. McNetu. The three items; yes, sir. 

Senator ELLENDER. At that time did you indicate to the committee 
that you intended to build this ship and the cost would be X number 
of dollars? 

Mr. McNett. That would be in the year prior to the time of the 
full ship. 

Senator ELLENDER. It was not on the full ship. Do you have any 
other examples in which you have followed this procedure? 

Mr. McNet. It would be true on all ships of this size and character. 

Senator ELLENDER. Have you built any in the last 4 years? 

Mr. McNet. The Saratoga and the Ranger and the Independence 
which are under construction, and there are two more. 


FUNDS FOR LEAD ITEMS 


Senator ELLENpDER. Did you first come to the committee and 
obtain a certain amount of money to buy lead items as you have just 
indicated? 

Mr. McNet. Yes, sir. 

Senator ELLENDER. In that instance then, the Navy has been 
practicing partial financing. 

Mr. McNerm. Rather, full funding of the complete item in the case 
of that specific component; yes. 


PURPOSE OF CONTINUING APPROPRIATIONS 


Senator ELLENpDER. As a result of my inquiries on the need for 
unobligated balances, Mr. Lyle S. Garlock pointed out at last year’s 
hearings that the primary purpose of our continuing appropriations 
is to allow us to budget for and Congress to appropriate funds for 
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complete end items which comprise physical assets or end results 
necessary to accomplish a given approved program. 
Mr. McNett. I think that i is basically a very sound policy and the 


only exception should be those things which stand out clearly and 
they should be identified. 


NEED FOR UNOBLIGATED BALANCES 


Senator ELLENDER. Quoting from Mr. Garlock’s statement on the 
need for unobligated balances: 


These unobligated balances, some of which were committed as of June 1956, are 
required to complete the financing of fiscal years 1954-56 as the result of the 


Air Force method of budgeting all of the funds related to a specific program year 
in a complete package. 


APPROPRIATION PRACTICE 


To me that means when a contract is let for X number of airplanes, 
you come to Congress for funds for the complete package. 

Mr. McNet. | think that principle is very sound and the excep- 
tions should be limited to only those which are identified very clearly, 

Senator ELLENDER. Before you get through, I would like you to 
point out any other instances where you engage in partial financi ung, 
whether it be the Air Force, Army, Navy, or Marines. 

Mr. McNem. As I mentioned, this $35 million in that instance was 
unobligated at the end of the year. 

In the second year of the construction of the ship itself, about 
$14,700,000 was obligated for catapults and arresting gear, elevators, 
additional electronic equipment, additional ordnance equipment, 
change orders, additional Government-furnished material. 


REASON FOR CHANGE ORDERS 


Senator CHavez. What brings about the change orders? 

Mr. McNerit. New developments, engineering, et cetera. 

Senator ELLENDER. But you had all money on hand? 

Mr. MeNetu. Yes; so $14 million additional is obligated and 
$20 million would remain unobligated at the end of the second year. 
In the case of the third year, approximately $4 million would be 
placed under obligation—actually under contract—-for the aircraft- 
handling equipment, boats, and anchor and chain, additional electronic 
equipment, and there would stil! be some minor additional change 
orders. 

Senator Cuavez. You have five items there. What is the percent- 
age of the $3.9 million? 

Admiral Mumma. I would estimate that at least half to three- 
quarters of that amount would be in the change-order category. 

Senator Cuavez. That would be 50 percent. What about boats? 

Admiral Mumma. Boats would be a relatively small proportion. 
Anchor and chain would be relatively minor, as would the electronic 
equipment and aircraft-handling equipment. 

Senator CHavez. Would you say 35 percent? 

Admiral Mumma. I would suspect that the sum of these items would 
be close to 20 percent. 

Senator ELLeENpDER. You had the money on hand? 

Mr. McNeru. Yes, and it was shown as a carryover. In the 
fourth year of construction it was $6,800,000, and it would be for the 
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consumable stores, damage-control equipment, to outfit the ship and 
to cover the costs of special trials and tests. Again, we had the money 
on hand set aside to do it, but it still left $9,600,000 reserve for obliga- 
tions in the future. 













WAGE PRICE ADJUSTMENTS 





AND MATERIAL 








In the fifth and sixth years after the ship was laid down we still 
have some expense. To illustrate the point, here you have certain 
wage and material price adjustments that might be provided for in 
the contracts. 

That may seem like a strange procedure but actually it is quite a 
common practice. It is very much like buying an automobile where 
you get a warranty for 90 days or 4,000 miles. That is all billed as 
part ‘of the cost of the car. The same thing is true of shipbuilding, 
where the work necessary for postdelivery correction os provided for 
in the initial price. 

Senator CHavez. What does that mean? 

Mr. McNet. Any postdelivery correction. It might be a pro- 
peller shaft that did not work satisfactorily, something that required 
changing to make it a ship ready to go to the fleet. 

Senator ELuenver. Is that in the nature of a guaranty by the 
builder? 

Mr. McNet. No; it is really a reservation made for the things 
that might have developed during the 6 years to make it a complete 
ship before it goes to the fleet. 

Senator ELLENDER. Six years after its completion. 

Mr. McNett. No; it is not completed. It is just being completed 
and readied to go to the fleet. It may have to be run and be in oper- 
ation for its trials, and something would be found necessary for cor- 
rection to make it complete. In the meantime, the funds have been 
set aside to complete it and, with the figure of $9 million, it is wound 
up as a complete transaction. 























RECOUPMENT AMOUNT 





Senator ELLENDER. How much recoupment did you have? 

Mr. McNem. The pricing on these ships has been very good. 

Admiral Mumma. The original estimate of the Forrestal itself was 
about $215 million. That was before we ever built a ship of that 
type. 

Senator ELLENDER. You requested that amount from Congress? 

Admiral Mumma. No, sir; the intital estimate before we came to 
the Congress. We came to the Congress with an estimate of approx- 
imately $200 million. We felt that was a little more realistic. By 
the time the ship is completely clear of all guaranties, all labor and 
material corrections, it will cost in the vicinity of $190 million. 

Senator ELLENDER. So you had $10 million recoupment? 

Admiral Mumma. Yes, sir. 

Senator ELLENDER. You were over 5 percent. 
Admiral Mumma. Yes, sir. 
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UNOBLIGATED BALANCES AND PROGRAM MANAGEMENT 


Mr. McNett. This statement with regard to unobligated balances 
has been made in an effort to explain the relationship between these 


balances and effective program management in the Department of | 


Defense. There can be no question but that excessive unobligated 
balances are undesirable. For this reason, the Department of De. 
fense has taken aggressive action to reduce these balances to a reason- 
able working level. As a result, unobligated balances have been 
successively reduced from $15.7 billion at the end of fiscal year 1954 
to $12.8 billion at the end of 1955, to $12.4 billion at the end of 1956, 
to $10.9 billion at the end of the current year. 

Senator ELLENDER. You took into consideration this $500 million 
reduction from the three services? 

Mr. McNett. Yes, sir. 

Senator Symineron. Are you in favor of reducing the unobligated 
balances? 

Mr. McNem. I think, Senator Symington, that the carryover 
balance of about $8 million is about a reasonable working level. 

Senator Symineron. Are you, in general, in favor of reducing 
obligated balances? 

Mr. McNet. Not below our present level. 

Senator Syminetron. Do you think there is any time when you 
should have unobligated balances that will result in unnecessary funds? 

Mr. McNett. Yes; I think we should carry some over. 


REDUCTION OF UNOBLIGATED BALANCES 


Senator Symineton. I agree you have to have some unobligated 
funds, but the last 4 years have you not tried to reduce your unob- 
ligated funds? 

Mr. McNett. Yes, because I think we had excess. 

Senator Symineron. If you go to the Secretaries of the services 
and emphasize the importance of reducing the unobligated funds, 
they will try to carry out your directive or advice, would they not? 

Mr. McNeiu. I think they would, and usually those things are 
worked out across the table. 

Senator Symineton. If they do that, reduce lead time and, there- 
fore, reduce unobligated funds, that in itself increases expenditures; 
does it not? 

Mr. McNett. I don’t believe I quite understand you. 

Senator Symrneton. If you expected to get something and pay 
for it in 12 months, and get it and pay for it in 6 months, you are going 
to increase your expenditures earlier. 

Mr. McNett. Yes. 

Senator Symineton. Presumably, you pay on an agreed basis, of 
say 90 days, so much off for cash. 

Mr. McNett. Bills come in much faster now. 

Senator Symincton. The more the services carry out your ideas 
to reduce unobligated funds, provided it does not contribute to in- 
efficiency, the more will be the expenditures at the time; will they not? 

Mr. McNeiu. There is another answer to that, sir, and that is this. 

Senator Symineaton. There may be another, but how about the one 
I am asking? 

Mr. McNett. I do not believe that is quite the case. 
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REDUCTION IN LEAD TIME 


Senator Syminetron. Let us be sure we understand each other. If 
you have some parts that normally took 18 months to build, and, due 
to emphasis from your office, the Army was able to cut the lead time 
on certain items from 18 months to 12 months and, therefore, the 
Army paid the suppliers not only for all of the material they had 
planned to pay in the 12-month period, but also for those materials 
where the lead time had been cut from 18 to 12, would not your 
expenditures be greater? 

Mr. McNett. Yes, sir. 

Senator Symineron. If that is true, might that not be one of the 
reasons why your expenditures have been greater in the last year than 
you thought they were going to be? 

’ Mr. McNetu. That is one of the reasons. 

Senator Syminaton. They have tried to accede to your wishes, and 
that of the Congress, in cutting lead times, and, therefore, there have 
been more expenditures because there were more payments that came 
due at a particular time than previously anticipated? 

Mr. McNeru. That is one result and there are a number of factors 
that caused it. 

Senator Symineron. I understand that, but I wanted to nail down 
this point. 

Senator ELLENDER. You said that the unobligated balances for 
fiscal 1958 would be $8.1 billion plus the value of any undelivered 
common-item orders received from 1958 military assistance program. 
What do you anticipate your reimbursements will be on this item? 

Mr. McNett. It is a bit difficult to put a reasonably good figure on 
that at the moment. If the common-item orders are issued earlier in 
the year by the military assistance program, to the Army, Navy, and 
Air Force and they are shipped before June 30, it will not show up at 
all, but if they are not shipped until the third, fourth or fifth month in 
the following year it will show up as a carryover. 

I would guess the total to be $300 million or $400 million. 


MILITARY ASSISTANCE PROGRAM CARRYOVER 


Senator ELLENDER. Are you aware of the fact that the military 
assistance program now has on hand a carryover of about $6 billion? 

Mr. McNett. I believe it is down to about four at the moment. 
It was six. 

Senator ELLENDER. The last I saw was $6.1 billion. 

Mr. McNet. $4.4 billion unexpended at the end of 1957. 

Senator ELLENpDER. That is anticipated? 

Mr. McNett. That is the end of the month. It has dropped 
quite a bit in the last year. 

Senator ELLENDER. My figures were as of February 28. 

Mr. McNei. That would be about correct. 

Senator ELLENDER. That was the figure I had in mind. 

Mr. McNett. I would like to add one point. In the Office of the 
Secretary of Defense we have no particular target figure for carryover 
balances. We have no figure which we are trying to achieve. 

Senator ELLENDER. The purpose of these carryovers, as you have 
indicated so many times, is to pay for contracts already entered into. 
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Mr. McNet. That is right, plus amounts required to complete 
approved programs, and anything above that we should not have, 

Senator ELLENpDER. And you do not want any more than that 
if you can help it; am I correct in that? 


FUNDS EARMARKED FOR SPARES 


Mr. McNeu.. That is right, except for one thing, the funds that 
are earmarked for spares or something of that sort. 

Senator ELLENDER. | can understand that. I want to discuss 
recoupments but I will wait until we get to that particular subject. 

Mr. McNett. I have one more comment to Senator Symington; 
in the Office of the Secretary of Defense, we have no particular target 
within which we are trying to bring this unobligated balance. It 
should be whatever the sum total is. 

Senator Syminecton. I understand, but you automatically do have 
a figure; and that figure is the improvement in your unobligated 
fund position. 

My impression was this morning that you felt this problem was 
pretty much peculiar to the Air Force, but presumably the Navy and 
the Army will be hurt by this directive; will they not? 

Mr. McNett. I have not heard anything about it. 

Senator Symineton. I suggest we get the proper people up from 
the Army and Navy and see what these reductions will do to them. 

Mr. McNett. The two directives? 

Senator Syminatron. Yes; if they did not need the money then, 
they have no right to ask for it now. If they did, then this arbitrary 
reduction is going to mean they are going to be cut. 

I would like to know of any services that would not be affected by 
a heavy monetary reduction. 


REMARKS ON LETTER FROM REPRESENTATIVE MAHON 


I would like to make a statement about something I said this 
morning. I am sure Congressman Mahon handled the letter in ques- 
tion himself. He may have gotten some support from his staff. 
If the record shows that that was not the impression I gave this morn- 
ing, then I would want to change that, because I would not want to 
leave a wrong impression. 

Senator Cuavez. I inserted the letter in the record this morning. 

Senator Symineron. I think Senator Saltonstall brought it up and 
the letter was from the very able chairman of the House subcom- 
mittee, for whom I have the greatest respect. If any other impression 
was given, I want to be the first to correct it. 

Senator Cuavez. I did not want to make up my mind as to the 
opinion of any Senator, but I did want the letter to go in the record. 

Senator Symineton. The letter was prepared by Congressman 
Mahon with his staff, and the original was signed by Congressman 
Mahon. 

Senator Cuavez. The letter was signed by Congressman Mahon, 
I am sure he prepared it. 

Senator Syminetron. He is a very able and dedicated Congressman, 
and I am sure he would not sign anything which he did not approve. 
This country owes him a great debt of gratitude for the work of his 
committee over recent years. 
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Senator CHAavez. Do you have further questions, Senator Ellender? 

Senator ELLeENpER. Mr. MeNeil has not finished. 

Mr. McNett. My response was not directed to the directive you 
were speaking of a moment ago when I said I heard of nothing from 
the Army. I was speaking about the so-called full funding directive. 
As to the other directive, on $500 million; yes; the Army would like 
to have the $150 million. 

Senator Syminctron. Would the Navy like to have their $150 
million? 

Mr. McNet. Yes, sir. 

Senator CHAVEZ What about the Air Force? 

Mr. McNEeEIL. Y. es, sir. 


PARTIAL CONTRACTING BY AIR FORCE 


Senator ELLENDER. That brings up another question. This morn- 
ing you stated to the committee that last March you found that the 
Air Force was engaged in partial financing, and that, as a result of 
this, you made a report to Mr. Wilson. Followi ing your report and after 
some discussion, the ‘“‘Wilson directive’? was issued on May 21. 

Am I to understand that the practices engaged in by the Air Force 
were also being engaged in by the Air Force and the Army? 

Mr. McNetz. I know of none. 


APPLICATION OF DIRECTIVE TO ARMY AND NAVY 


Senator ELLENDER. Why should the directive apply to the Army 
and the Navy if it should not affect them? 

Mr. McNett. It provided for uniform application to all services. 
We are talking about the full funding. 

It just ms ade uniform practices applicable to all services alike. 

Senator CHavez. Keeping in mind that it is in keeping with the 
general idea that out of the total the Air Force gets about 50 percent 
and the other 50 percent goes to the Army and the Navy. 

Mr. McNett. On procurement, yes, sir. 

Senator Symineron. Are you saying that at no time either the 
Army or the Navy purchases long lead-time component items for 
GFE, or GFE itseli, unless the money has already been appropriated, 
and is in a position to be obligated? 

Mr. McNett. No, sir. 

Senator Symineron. Then, I do not see how you can answer 
Senator Ellender’s question as you did. 

Mr. McNei. They do not partially finance the components 
which are purchased in advance. Particularly the Air Force and the 
Navy purchase some components in advance and I think it is a very 
proper step to take. 

Senator Syminaton. I thought the Senator from Louisiana was 
asking you if the Air Force was the only service that purchased com- 
ponents ahead of time of GFE; and T thought you said “yes”; but 
you said the Army and Navy did also. 

Mr. McNem. I thought he meant partial financing of end of items. 

Senator Syminaron. Partial financing is partial financing. 

Senator ELLENDER. I am sure you understand the English language. 
I read to you the statement by Mr. Garlock and then information 
that I obtained, and there was no mention of any partial financing 
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or that the contract had to be entered into for the full amount—if 
you had X number of airplanes, the contract had to be entered into. 
for the full number of airplanes, plus the parts plus everything econ- 
nected with it. 

Mr. McNutt. That is true, with the one exception. 

Senator ELtunper. Why did you not state that exception when 
queried before? 


PARTIAL FINANCING OF SPECIFIC COMPONENTS 


Mr. McNetm. The exception is specific components, but this is 
directed against the partial financing of components in advance or 
components purchased later. 

Senator ELLENDER. You have given one example so far. Are vou 
going to present others? 

Mr. McNett. That is correct, sir. 

These balances are expected to be reduced still further to $8.1 
billion at the end of fiscal year 1958, plus the value of any undelivered 
common item orders received from the 1958 Military Assistance pro- 
gram. This is about the minimum working balance required to 
manage effectively a program of the current size. 


BASIC PRINCIPLE 


This amount is also required to carry out the intent of the Congress 
with regard to the manner in which our programs are to be financed 
and managed. The basic principle was stated succinctly by the 
Senate Appropriations Committee in its report on the fiscal year 1953 
Department of Defense appropriation bill as follows: 


During the past 2 years in which the Department of Defense has been formaliz- 
ing its large procurement program, appropriated funds were frequently used to 
start programs that were substantially larger than those provided for by appropria- 
tion bills passed by the Congress. This had the effect of committing the Congress 
to these enlarged programs before they had been presented to the appropriate 
committees in detail or passed on by the House or Senate, although the Secretary 
of Defense has kept the congressional committees informed as to the proposed 
action. The need for this type of action during the past 2 years was understandable 
and it probably contributed substantially to the rate of increase in production of 
the long-lead-time items. 

However, it is the opinion of this committee that the defense program should 
now be firm enough so that this practice is no longer necessary and the committee 
expects the Secretary of Defense to take such action as is necessary to prevent a 
recurrence of this situation as we believe that it is essential that the Congress have 
adequate opportunity to pass upon proposed increases in programs for military 
strength and production prior to the initiation of such programs by the Department 
of Defense. 

HOUSE COMMITTEE COMMENT 


Congressional action on successive Department of Defense budget 
requests has been consistent with this principle since fiscal vear 1952. 
The House Appropriations Committee in its report No. 216, dated 
March 21, 1957, in commenting on a proposed alternate method of 
funding, stated as follows 


Several billions of dollars could be cut from new appropriations requested for 
1958 for such long lead-time items as ships, aircraft, missiles, and so forth, because 
the budget contemplates that not all of the new funds requested will be contracted 
and obligated in 1958. This situation arises from the generally prevailing practice 
of providing funds at the outset for the total estimated cost of a given item so that 
the Congress can clearly see and have complete knowledge of, the full dimensions 
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and cost when it is first presented for appropriations. An alternative would be 
to appropriate in the first year only the amount estimated to be obligated in that 
year, leaving to later years installment appropriations to complete the necessary 
funding. But this sort of partial funding tends to be less than fully informative 
and in effect somewhat misleading. An instance arose on one of the appropria- 
tion bills last year wherein an amendment in the order of $1 million was adopted 
with ease to being a project the ultimate cost of which will be in excess of $1 bil- 
jion. Had the initial appropriation been a billion dollars instead of a million 
dollars, the outcome may well have been different. 

More recently, in acting on the bill currently before you—after in- 
tensive and detailed analysis of the unobligated carryovers—the 
House committee reaffirmed this basic principle, as follows: 

The primary reason for large unobligated balances is the practice of full funding 
of programs. Committee actions on requests of the Department are taken on the 
pasis of programs presented for approval and programs approved. Funds neces- 
sary to carry out the approved program are made available through the appro- 
priation procedure. 

Although a program has been approved and funded for the procurement of a 
given number of certain aircraft, the entire number may not be contracted for 
at the same time, or even during the same fiscal year. The result is an unobligated 
balance as of June 30. Further, many components of all aircraft, especially the 
shorter lead-time items, are ordered as on a time schedule so that delivery will 
be phased in as required for installation. 

It is fair to say that the foresight of the Congress in insisting on 
fully financing defense programs at the time they are initially approved 
has greatly improved our ability to manage the business properly and 
has saved the taxpayers substantial sums, even though, as a by- 
product, the books show substantial fund carryovers. 

Senator Symineton. When you are in private business, if you are 
going to carry a running account with a seller, you can advise him to 
cover himself, say, for an item that is relatively scarce, such as steel 
sheet of a particular size; and you are working for your stockholders 
if you say to them “I believe that next November I will be able to 
give you more business, but I cannot contract for it now. I will 
contract with you up to the Ist of September. I would appreciate it 
if you would cover yourself, say, on steel and copper and aluminum 
rivets, however, through November, although I cannot give you any 
firm commitment, corporate commitment at this time.” 

If the buyer is able to persuade the seller to do that without com- 
mitting the buyer, that would be good business practice on the part of 
the buyer, would it not? 

Mr. McNetm. There are instances of that type which are very 
good business, but there is also this kind of a problem: Were I on an 
airline and ordered 25 airplanes and arranged for financing, | would 
arrange for the 25, but I would not pay Boeing or Douglas until they 
did some work. 

Senator Symineron. Wait a minute. I am not talking about 
prepayments on any partially fixed work. If you follow my reasoning, 
you would not pay any money until you received the approved item, 
tested and approved. On the other hand, if you would get Boeing to 
commit for the steel and the engines and the parts without at the same 
time having any contractual obligation on your part because of their 
belief that you would buy more someday and in this case the buyer 
has considerably more right to convince the seller because the seller is 
not only operating to secure good will with the buyer, but he can agree 
to commit his company with the justification of the President’s 
program. With the premise that the President is sincere on the pro- 
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gram he has presented to the Congress, you would have more right as a 
seller justifying to your board of directors to commit ahead, and 
therefore that would be good business practice, would it not? 

Mr. McNett. If 1 had arranged for the purchase of 25 at whatever 
the price is 

Senator Symineton. I do not see what the credit situation has to 
do with it. You buy. The contract is either made or not made, 
I will say a letter of commitment is a contract. Let’s not get into 
that discussion. Regardless of how you finance on the part of Goy- 
ernment—and Government financing is a pretty well understood 
procedure—if the buyer induces the seller go along with him to cover 
on various items but does not give him any actual commitment on the 
part of the Government, that is good sound business practice, is it not? 

Mr. McNett. That still leaves unanswered the other part of the 
question and that is in the example of buying a certain number of 
these aircraft and you arrange for the financing, which we are doing 
here at the moment, for our program for next year, I still would reserve 
that part of the financing I had arranged to pay for those aircraft 
when they were delivered regardless of the contractual language. 

Senator Symineton. In other words, if you have a line of credit 
you feel you have to use it or else you do not rate it? 

Mr. McNett. In that case, the funds were borrowed for the specific 
purpose of buying those aircraft. 





LINE OF CREDIT THEORY OF FINANCING 


Senator Symineron. But the whole theory of a line of credit in 
private business is to use it when you need it. In manufacturing, 
we would go to a bank and ask for a line of credit instead of a straight 
loan so we would only use the money if we needed it. If we used it 
when we did not need it, that would be silly; but the fact we had the 
line of credit and did not need it, would show our buyer was a better 
buyer than the fellow who said “if I get it all, I have to use it all.”’ 

Mr. McNet.. We get a line of credit when we get an appropriation 
and actually we do not involve any cash until we get ready to pay it 
out. 

Senator Symineron. And you do not pay out until you have the 
tested article. The best business practice for the buyer is to get the 
seller to commit himself as far as he can without at the same time the 
buyer commiting himself. That is why this whole discussion, to me, 
is a criticism of the best possible business practice. 

Mr. McNett. | think there are substantial differences. When you 
are arranging for financing for capital items, we come to the com- 
mittee to arrange for buying certain items of capital equipment. 
That does not apply to the same extent in operation and maintenance. 

Senator Symincton. We are not talking today about your line of 
credit. We are talking about cutting down your actual purchases in 
order to save money, despite what you have agreed on in programs, 
because of your debt and your annual budgetary problem. So what 
you are really doing is criticizing cutting down the later ordering of 
material with short lead times. Your criticism is they did not use 
their full line of credit. 

Mr. McNett. | do not interpret that quite the same way. 

Senator SymineTon. I am trying hard to follow you but that is the 
way it seems to me. 
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Mr. McNett. The $500 million was aimed at not placing orders 
and get this thing straightened out and find out what the spending is 
going to be, because we will have to live within a certain amount of 
of expenditure rate. 


EXCEPTIONS TO DIRECTIVE 7200.4 


Senator Symincron. You say in your directive 7200.4 of May 21, 
that there are two exceptions as I remember. The first is in Research 
and Development funds and the second has to do with a special dis- 
pensation from you or the Secretary of Defense. 

Mr. McNetz. Not from me but from the Secretary of Defense. 

Senator Symincton. Do you say the Army and Navy are entirely 
satisfied with that directive? 

Mr. McNett. They are. 

Senator SyMINGTON. But the Air Force has objections? 

Mr. McNetu. They have. 

Senator Symincton. Have the other services told you they are 
satisfied with it? 

Mr. McNett. They have told me in writing. 

Senator Symineton. Who told you in the Navy that they were 
satisfied with the directive? 

Mr. McNett. The Under Secretary of the Navy signed this mem- 
orandum. 

Senator Syminaton. What is his name? 

Mr. McNetz. Mr. Franke. 

In the case of the Army, it was Assistant Secretary Roderick, but 
this directive was discussed at joint Secretaries meetings and the 
Secretary and Under Secretary of each service was present. 

Senator Sy MINGTON. In the directive you say that you will give 
10 days to each service to file a protest as to what this might or might 
not do to them; is that correct? 


IMPLEMENTING REGULATIONS 


Mr. McNett. No, sir. Mr. Wilson’s instructions were to advise 
him of the implementation of them in 10 days. 

Senator SymineTon. Read the last line. 

Mr. McNertu (reading): 

Copies of the military department regulations or instructions in implementation 
of this direction shall be submitted to this office for approval within 10 days. 

Senator Syminecton. Does that not mean if any Service believes 
they will be in hurt in their purchasing policy as against the program, 
they must protest; otherwise the directive goes into effect? 

Mr. McNett. The matter was discussed at some length before Mr. 
Wilson signed the directive, which again I am going to touch on here 
in just a moment. If I may finish this statement I think it may 
answer some of your questions. 

Senator CHAvEz. What does that last sentence mean? 

Mr. McNet. It means he discussed this for several weeks with the 
heads of the three services before he signed it. When he signed it, 
he asked that copies of the implementing instructions be submitted 
to him for approval within 10 days after he issued the directive. 

Senator SALTONSTALL. Do you interpret that as saying if there 
are any exceptions from this directive on procurements—in other 
words, on that second item on roman letter V, that could come in, 
say, next autumn or next November or any other time? 
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Mr. McNett. Or today. 
Senator SautronstaLu. So the implementation of the directiye 
means the general directive that would go out to the Secretary of the 
Air Force or the Secretary of the Army or Secretary of the Navy? 
Senator Syminetron. With one exception. If you start building 
an item you need to accomplish the program on the date you have 
assured it would be accomplished and you are forced to wait a year, 
regardless of whether it is approved or disapproved by the Secretary 
of Defenses’ office, you lose that year. 
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REQUESTS FOR EXCEPTIONS 






Senator SALTONSTALL. I do not want to engage in an argument 
with the distinguished Senator from Missouri, but I was asking for 
the proper interpretation. Is it not a general directive that goes out 
in 10 days saying you can have your exceptions and then ask for them 
at any time and then the question comes as to whether you get your 
exceptions or do not get it. That would be the way I would reason 
that. 

Mr. McNett. That is correct, and there are certain items which 
were known at the time it was signed would be excepted. 

Senator Symineron. Is this directive in force? 

Mr. McNett. Yes, sir. 

Senator Symineron. Have you had any exceptions from any of the 
services for the directive? 

Mr. McNatt. No; there is not, but I would expect before action is 
taken that there will be several, and I can name one class and that is 
the big missiles in all services are on a “level of effort’’ basis and not 
as yet specific end items. 




















MAY 7 DIRECTIVE 





TO ALL SERVICES 
Senator Symineron. You had a letter of May 7 regarding this 
directive to all services? 

Mr. McNetu. That is right, and that is the one. 

Senator Symineton. To the best of your knowledge the two other 
services as well as the Air Force are now satisfied with this directive? 

Mr. McNet. Yes, sir; in the case of the Army and Navy but not 
in the case of the Air Force. 

Senator Syminaron. I have no further questions at this time. 

I would like to point out that this testimony is exactly contrary to 
what Secretary Douglas testified to before this committee on Wednes- 
day. 

Mr. McNeztt. I mentioned that he filed a letter which stated some 
of his problems and called them objections. 

Senator Symineron. That is on May 7? 

Mr. McNetu. May 31, also. 

Senator Symrneron. Has he filed a second letter? 

Mr. McNeit. | referred to one because there has only been one 
since the issuance of the directive. 

Senator Symineron. So you have had a letter as late as May 31? 

Mr. McNeru. We have had letters from all of them during the 6 
or 7 weeks this has been under discussion. 

Senator Symineron. Have you had objection from all of them? 
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Mr. McNetu. Some objections, yes, but in the case of the Army 

















e and the Navy, the directive as signed is satisfactory. 

OBJECTION FROM AIR FORCE 
y 
: Senator Symineron. So the only letter you have objecting to the 
, directive, after it was issued, is the letter of May 31 from the Secretary 
of the Air Force; is that correct? 

Mr. McNett. That is correct. 

Senator Symincron. And you have bad letters from the other 
services since the directive was issued stating that the directive is 
satisfactory to them? 

t Mr. McNetu. Yes. It does not say satisfactory because they said 
, that before it was issued and they just notified us that they were issuing 
it and enclosing a copy of their implementing instructions. 

F CHANGES IN SERVICES PROTESTED 

) 






Senator Symrneton. Would you furnish this committee with any 
future changes made as a result of a request for relief under this 
directive, from any of the services? 

Mr. McNer. Sure. 

(The information referred to follows:) 

To date no request for exception from the provisions of the directive 7200.4, 
“Funding of Procurement Contracts and Interdepartmental Requests and Orders 
for Procurement,” as provided for in the directive have been received from the 
Departments of the Army or Navy. 

In response to the requirements of paragraph VI of the directive, implementing 
instructions were received from the Department of the Navy on May 31 and the 
Department of the Army on June 3, and are in the process of being approved by 
the Secretary of Defense. The Department of the Air Force has not submitted 
any implementing instruction under paragraph VI but on May 31 filed a memo- 
randum protesting the effect of the directive. Should there be any changes in the 
directive the Committee will be promptly advised. 

Senator Satronstauu. I do not object to what the Senator has 
asked for. Does the Senator mean that Mr. McNeil is to furnish 
this committee with any of the changes in procurement orders on any 
of the services that have resulted as a result of that directive? 

Senator Symrncton. I have studied the directive. To the best of 
my ability, if the directive means what it seems it does mean, it is 
difficult for me to see why the Navy and the Army will not have the 
same type and character of difficulty with the directive that the Air 
Force fears it will have with the directive. Therefore, if after these 
hearings it becomes necessary, from the standpoint of good business 
practice, and also something important, the security of the country, 
to get exceptions from this directive on the part of the other services 
as well as the Air Force I think that this committee has the right to 
know about it. 

Mr. McNett. If there are any changes in the directive or mter- 
pretation, ves. 

























TIMING OF PLACEMENT OF OBLIGATIONS 






A fundamental distinction must be made between fully funding and 
authorizing the Defense program and fully obligating the funds re- 
ceived. Good management calls for carefully timing the actual 
placement of obligations or contracts to assure that maximum return 
is received for each dollar obligated. Thus, contracts for short lead 
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time components of a major item, such as an airplane or ship, are 
placed at a later date than contracts for the longer lead-time com. 
ponents. It would be wasteful to do otherwise, for to order all the 
shorter lead-time equipment required for a newly developed aircraft 
at the same time the production order is placed for the basic airframe 
and engines would result in some of the equipment being unusable 
because of changes in the aircraft. or obsolescent, because of im. 
provements in that type of equipment. Similarly, much of the 
installed equipment in sbips, such as catapults, arresting gear, ord- 
nance, etc., should be ordered as late as possible—invariably 1 or 2 
years after the contracts have been let for the hull and machinery, 
It is generally agreed that sound program and financial management 
in the Department of Defense requires (1) that programs for the 
procurement of end-items (including specified preproduction facilities 
and advance procurement of long-lead-time components) be fully 
financed in terms of obligational authority at the time the programs 
are approved by the Congress and (2) that sufficient funds be ear- 
marked for commitment and obligation beyond the budget year to 
assure completion of the projects undertaken with the funds made 
available. Unless these principles are followed, it would be difficult 
for either the Congress or the executive branch to control the nature 
and scope of the programs. Specific instructions were recently issued 
in a directive by the Secretary of Defense to assure uniform application 
of these principles throughout the Department of Defense. That is 
the directive we have been discussing here today. 






USE OF PARTIAL 





FINANCING PRINCIPLE 


This directive is the culmination of several weeks of discussion 
within the Department of Defense. It was fully concurred in by the 
Departments of the Army and the Navy, but the Air Force had reser- 
vations as to a number of its provisions. Apparently, the Air Force 
had planned to utilize the partial financing principle which would not 
be consistent with sound financing practices or consistent with our 
understandings with the Congress. 

Senator Syminetron. Will you explain this sentence. You say: 
Had planned to utilize the partial financing principle which would not be con- 
sistent with our understandings with the Congress. 

Mr. McNer. That gets down to the end item or a component 
specifically listed. 

Senator Symineton. Are you saying that not buying the short- 
time lead items at the same time you buy the long-term lead-time 
items is not sound practice? 

Mr. McNett. No, sir. 

Senator Symineton. Then what do you mean by that? 

Mr. McNer. I mean the partial financing of an advance com- 
ponent is not sound financing. 

Senator Symineton. You mean if your GFE is a primary con- 
tractor, say, an engine from the General Electric Co., and if they 
demand the right to buy an unusual piston which has a long lead 
time—a component part of that engine—and it is agreed that, in 
order to get the engine at the right time, they can buy those com- 
ponent parts ahead, especially as you know the engine is needed, 
based on the program the President has presented to the Congress? 
You still feel that is unsound financing? 
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Mr. McNett. I think it is as a general rule. There always can be 
an unusual exception and that is provided for in Mr. Wilson’s directive. 

Senator Symineton. You take a healthy cut at the Air Force. I 
see no mention of a ‘“‘general rule” in it. You say the Air Force— 
had planned to utilize the partial financing principle which would not be con- 
sistent with sound financing practices or consistent with our understanding with 
the Congress. 

Mr. McNetu. That is correct. 

Senator Symrneton. On the contrary. I think any good business- 
man who came before this committee would say it was very sound 
practice; namely, instead of commiting for all of the materials wanted 
to commit for only those which made it possible for the manufacturer 
of the engine to deliver the engine on schedule. 

Mr. McNett. Or the money could be earmarked and put against 
the contract regardless of the contract provisions which may not have 
released all of the funds to the contractor. 

Senator Symineron. You would think that sound financing is to 
have more unobligated balances than the Air Force is required to have 
for good business? 

Mr. McNetu. Yes; I think it would be sound to have greater un- 
obligated balances for full funding. 

Senator Symincron. I must say I am surprised to hear that, espe- 
cially after your testimony 4 years ago when you took $5 billion out 
of the Air Force because their lead times were too long. 

Mr. McNett. It should be fully financed for whatever lead time it 
takes to get the article. 

Senator Symineron. I want the record to show that as a former 
businessman I completely disagree with this accusation against the 
Air Force that they are guilty of unsound financing practices, when 
all that they are guilty of is not putting up the taxpayer’s money 
until it was needed in order to meet the schedules. 

Mr. McNett. The taxpayer’s money is not involved because these 
funds are in effect authorization and credit and not actual cash. The 
taxpayer is not involved until the actual payment is made and the 
Treasury has to arrange the financing. 

Senator Symincron. Unsound financing would be the unsound 
handling of the money. 

Mr. McNett. The Treasury does not immediately raise taxes to 
cover these balances. 

Senator Syminaton. Whose money has it to do with? 

Mr. McNett. “Funding” would perhaps be the best word. It is 
arranging for the funding; “credit” 1s another word. 

Senator CHavez. Where does that funding come from? 

Mr. McNet. It comes from you folks. The taxpayers furnish 
it eventually. In other words, the taxes are raised to meet the cash 
payments of the Government. At the time you make the appropria- 
tion, of course, you authorize the incurring of obligations under that 
appropriation but the taxes may be raised 1, 2, or 3 years later to pay 
the bills under that authorization. 

Senator CHavez. We are considering this bill now that runs into 
billions. Whose money are we appropriating? 

Mr. McNett. The taxpayers’, but it will be raised from the tax- 
payers, 1, 2, and 3 years later as the obligations mature. 
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Senator Cuavez. Whether they raise the taxes or not, we will stil] 
have to pay this money that we appropriate now, and that certainly 
comes from the taxpayers. 

Mr. McNett. All of the other discussion, sir, was that as long ag 
these appropriations remain unobligated taxes are not raised to cover 
them until after they are obligated and the bills become payable. 

Senator Symineton. Then nothing is financed unless the money ig 
raised, and you say it is unsound financial procedure? 

Mr. McNett. I think the credit should be arranged by the Con- 
gress and in a congressional bill. 

Senator Syminetron. You accuse the Air Force of unsound financial 
practice. It is a noble effort to help the administration’s debt 
situation, but all you say is proof that their practice was extraordi- 
narily good business practice. 

Mr. McNett. Like all good things, they can be carried to extremes, 

Senator Symincton. Would you rather say it is sound financial 
practice except in some cases? 


SOUND FINANCIAL PRACTICE 


Mr. McNett. I said that, generally, I consider it sound practice 
to fully arrange for the financing of the capital equipment you buy. 

Senator Symineton. Let me read you what you said: 

Apparently, the Air Force had planned to utilize the partial-financing principle 
which would not be consistent with sound financing practices or consistent with 
our understandings with the Congress. 

Now, if there is anything sound in putting up the taxpayers’ 
moneys until it is needed to meet schedules, I would like to know 
what it is. 

Mr. NcNett. I think it is unsound to commit the Government for 
things which have not yet been appropriated for. 

Senator Syminetron. You have already heard, and we can put the 
witnesses under oath, that there has not been a single cent of the 
taxpayers’ money committed by the Department of the Air Force 
until the money was appropriated by the Congress. 

Mr. McNett. Obligated would be correct. You certainly have a 
commitment when you place an order for a certain number of items 
and partially financed it. 

Senator SALtronsTaLL. Would the Senator yield? 

Senator Syminetron. Let the witness finish his answer. Please start 
over again so I can understand you. 

Mr. McNett. I think you certainly have created a degree of com- 
mitment when you place an order or undertake production for 100 
items. 

Senator Symincton. What do you mean ‘a degree of commit- 
ment’? You are either committed or you are not. 

Mr. McNett. If I went to a contractor and said, ‘‘I want to con- 
tract for 100 items and the price of it is $1,000 each,” just for purpose 
of this example, “I will put $20,000 on the contract at the moment 
and limit my legal liability to $20,000, but I want you to undertake 
work which involves, when I finish out the financing, $100,000.” I 

do not think we should be doing that. 
Senator Symincron. Wait a moment. You are criticizing him for 
not putting up the full $100,000. 
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Mr. McNett. I think he should have the full $100,000 in hand when 
he goes out and makes a commitment. 

Senator Syminctron. There are no more intelligent logistic people 
in the Government than the people in the Navy. Are you criticizing 
an admiral who does out and says, “I want a hundred of these units, 
but because I have money for only 20, I ask you to give me the price 
that results from the production of the full 100 but I can only protect 
youon 20. You will have to trust me. I have at least one advantage 
you would not have in private business; namely, the President says 
his program calls for buying the other 80.”" Would you say that is 
unsound? 

Mr. McNett. I think it is sounder to have the credit in the bank. 

Senator SyminaTon. Is it the seller who is unsound because, if he 
gets stuck because the program is changed, he has to present the 
problem to his board of directors; or is it the Navy admiral who is un- 
sound because he made a successful deal from the standpoint of the 
taxpayers’ money. 

Mr. McNett. I would say the Navy would be going beyond the 
limits of sound business in the illustration. 

Senator SymineTon. I am going over this with you again, because 
now we are really cutting the mustard. If a man came into my plant 
representing the Government and said, “Here is the program the 
President says he wants on these carriers. In these appropriations 
approved by Congress there are only 20, but I do not want to burden 
the taxpayers with a price based on 20. I want you to give me a price 
on the basis of a hundred. I believe I will buy the other 80, because 
the President says so. But I cannot commit because I do not have 
the money. If you do not accept this proposition I will have to go to 
another place to get the business.’”’ 

Are you saying if a buyer did that he would be doing it against the 
best interests of the taxpayers? 

Mr. McNett, That is a different twist. 

Senator Symrncton. What is the difference? 

Mr. McNetu. The point that he is attempting to get a price fixed. 

Senator Symincron. Is not the buyer always supposed to do that? 

Mr. McNet. Yes, sir, and the best price he can possibly get, but 
if he participates in cutting up metal on 100 items—— 

Senator Symincton. That is the seller’s problem. 

Mr. McNett. It is, because, if the thing is not carried out, then 
the buyer has to pick up all of the unfinished material. 


CRITICISM OF AIR FORCE BUSINESS PRACTICES 


Senator Syminaton. No; that would be a commitment. If you 
ever tried suing the Government, you would find that is not so bad 
from the standpoint of the buyer. There is no commitment that he 
has to pay for those cut-up pieces so you, as Comptroller of the 
Department of Defense, make a broad statement here accusing the 
Air Force of unsound business practices. But every word you have 
said justifies the Air Force business practices as being entirely sound, 
based on my own business experience. 

Mr. McNett. I think we are approaching it from a different angle. 

Senator Symineton. If you can explain it any differently than you 
have thus far, I would like to hear it. 
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Mr. McNeit. I have been attempting to. When we go out and 
order 100 aircraft or ships, and start a ship that we want to complete 
and there are 100 or more items, we should reserve the funds to com- 
plete that specific procurement. 


PREPRODUCTION COSTS 





Senator SymMincron, One more point. I have some sheets here 
which show that all of the money for these parts which it is said 
were bought on an unsound basis were presented to this committee, 
and approved by this committee as well as by the Bureau of the 
Budget, before any orders whatever were placed. I have the sheets 
here. These items are called preproduction costs. Even though the 
figures are apparently classified, it is fair to say that they run into 
hundreds of millions of dollars, and that this has been the accepted 
practice in this Department over a period of years. The thing that 
distresses me is that now when the administration is desperately 
searching for money, a problem not directly connected to our national 
defense, they take exception to planned programs which have been 
conducted over a period of years, and it is clear that is a way to try 
to pick up money. 

These sheets showing this procedure are furnished every year to 
this committee. 

Mr. McNett. I think there are certain preproduction items that 
are very proper. In a discussion in the Department of Defense, I 
found only the last day or two that there was a misunderstanding 
between Secretary Wilson and the Secretary of the Air Force. Secre- 
tary Wilson thought that preproduction was preproduction facilities 
and tools and not the cutting up of metal to produce hardware. 

Senator SyminetTon. Are you talking about Secretary Douglas or 
Secretary Quarles? 

Mr. McNett. Secretary Douglas. 

Senator Symincton. When did he become Secretary of the Air 
Force? 

Mr. McNeru. Recently, but he has been Under Secretary for 4 
years. I said the Secretary of the Air Force, and the discussion was 
yesterday. 

Senator Symincton. How long have you been the Comptroller of 
the Department of Defense? 

Mr. McNett. Since 1949 and 2 or 3 years before that in different 
capacities. 

Senator Symineton. Are you telling me that there is a major item 
involving hundreds of millions of dollars for preproduction costs which 
have been submitted to the Bureau of the Budget and the Congress 
which you were not thoroughly familiar with? 

Mr. McNett. I said Mr. Wilson did not have it clear in his mind. 








































FUNCTION 





OF COMPTROLLER 





Senator SymineTon. Just like any other comptroller, do you not 
think it is part of your function to explain to the Secretary of Defense 
what totals hundreds of millions of dollars on these submitted sheets 
before they are submitted to the Congress? 

Mr. McNett. I attempt to, sir. 
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Senator SymineTon. Is he slow about those things? He is pretty 

fast about other things. 
Mr. McNet. He is pretty fast about getting them all. Unfor- 

tunately, there are about 500 or a thousand items to bring up. 

Senator Symineron. Yes, but even in America this is money, 
some $375,600,000. Is not an item that large, large enough to be 
discussed? 

On the sheets, when you present them, before the Secretary of 
Defense approves your budget, do you not go into that in a little 
detail? 

Mr. McNett. Yes, in considerable detail. 

Senator Symincton. How can you explain that he did not know 
about it for 5 years? 








ITEM OF PREPRODUCTION 





DISCUSSION OF 


Mr. McNett. It is either the lack of understanding of what this 
item covered, or the item of preproduction has gradually expanded 
in a period of 2 or 3 or 4 years. 

Senator Symineton. Now, Mr. Secretary, are you saying you did 
not understand these submitted items, totaling all this money; that 
you did not discuss them with Secretaries Wilson or Quarles or 
Douglas? 

Mr. McNett. I do not think we ever made it the clear-cut issue 
that was brought out here recently, because one thing about this 
directive, issued about 10 days ago, is that it is bringing out a number 
of practices or policies, or information about thein, which are very 
healthy to be aired and discussed, I think. 

Senator Symineron. I could not agree with you more. I think 
this is a most constructive hearing. 

Now my question is: Was there any doubt in your mind as to what 
this covered? 

Mr. McNetu. Yes; in the sense that the progrim of this last year 
is more expansive than, and went into production a little more than, 
I frankly had realized, or I believe existed, 2 or 3 years ago. 

Senator Symineton. I do not quite understand what that answer 
means. 

Mr. McNett. It is quite clear. 

Senator Symineron. Will you repeat it, so | can understand it? 

Mr. McNeit. When this account was established—you see, this 
account is relatively new. 

Senator Symineton. What do you mean by “relatively new’’? 

General Bogart, when was this account established? 

General Bocarr. I could not tell you, sir. It was before my time. 
I have had it for 3 years. 

Senator SyMInGTon. So you would say “relatively new” is 3 or 4 
years, or 6 or 7 or 8 years? 

Mr. McNet. I would say 3 or 4. I think it is a very good item 
and should be continued. I think it is a very good thing. 


92576—57——29 
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EXTENT OF ITEM OF PREPRODUCTION 


My understanding at the time was not too different from Mr. 
Wilson’s at the moment, that it is to cover preproduction facilities 
and tooling but not necessarily hardware. 

Senator Symineron. Preproduction facilities, but not necessarily 
hardware. If it was not necessarily hardware, it was not necessarily 
not hardware, was it? : 

Mr. McNet. Yes, I think so. 

Senator Symrneton. Then it would include component parts for 
engines if it was not necessarily not hardware, would it not? 

Mr. McNet. It was not my understanding that it would go that 
far. 

Senator Symineton. That it would not go that far? 

Mr. McNew. That initially it would not go that far, but it has; 
it covers facilities, bricks and mortar, facilities and tools to make 
ready for production. 

Senator SyminetTon. You mean it is a construction item? 

Mr. McNem. Construction and tooling. 

Senator Symineton. And tooling? 

Mr. McNet. Yes. 

Senator Symineton. Now, if you go to all the expense of the 
tooling, you think that would be satisfactory, but that if you bring 
any parts off the tools, even say a test run, that would be wrong? 

Mr. McNet. I think when you order quantities, or quantities of 
end items, it should be fully financed, either for the end item or for the 
component. 

Senator SymineTon. Then if you feel that that is true, then any- 
thing you do based on lead time should involve everything that is 
needed, regardless of the time in which it can be built; is that right? 

Mr. McNutt. Except for the particular and rather limited number 
of items which are identified sufficiently long ahead that you just feel 
clearly that it is smart and good business to proceed with this com- 
ponent ahead of time. 

Senator Symineton. Ther the question would come as to what was 
the particular item which would be long lead time, and what was 
smart business, and if General Rawlings—and I know of nobody who 
knows more about these things than General Rawlings—do you agree? 

Mr. McNett. General Rawlings is a very competent officer. 

Senator Symineron. And if he thinks it smart to buy these com- 
ponent parts, that it was smart business, then you would agree with 
him? 

Mr. McNett. I would not necessarily agree, but I would certainly 
consider it, because he seldom makes careless remarks. He is usually 
pretty sound in his approach. 

Senator Syminetron. If that was true, and you did agree with him, 
you would want to correct this statement of unsound practices, would 
you not? 

Mr. McNetu. No, I still say any time we buy end items or com- 
ponents of end items, we should fully finance them or have the funds 
set aside to complete them. 

Senator Symineron. Except for the occasions where vou identify 
the product and say it was not advisable to do it? 
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Mr. McNet. No; I think in those cases it stiJl should be fully 
financed, fully funded, or the money set aside, even if you can identify 
t 
Senator Symineron. If you are going to build an aircraft, and it 
would take the next 4 years to build some parts, but others would be 
completed in say 4 months, you would go ahead with the 4-year lead 
requirement items only if, at the same time, you had all the money 
available to pay for all the 4-months’ requirement items. Is that 
correct? 

Mr. McNett. I think that is correct. 

Senator Syminetron. Thank you, Mr. Chairman. 


WISDOM OF LONG-TIME LEAD PROCEDURE 


Senator SatronsTaLL. Mr. Chairman, to keep our noses right on 
the grindstone, does not this colloquy between you and the Senator 
from Missouri as to what a practice is, whether it is a sound practice 
or an unsound practice, boil down to the question as to whether or not 
it is wise to go ahead on long-time lead parts in numbers that will 
overrun the money appropriated for the number of end items and for 
which you are buying the parts? 

Is that a correct expression? 

Mr. McNett. Just about, sir. 

Senator SaLronstaLL. That has got to be determined by somebody, . 
either by Mr. Wilson after an argument with Mr. Douglas or an 
argument with Mr. Quarles, or a discussion with yourself on that part? 

Mr. McNei. That is correct. 

Senator SaLTonsTALL. In other words, whether it is high production 
costs or whether it is a long-time lead or a short-time lead, where you 
and the Air Force differ at the moment, and somebody has got to 
make a decision, obviously, as to whether or not you should buy long- 
tire lead parts in greater quantities than you have money appro- 

riated for them, that is, greater quantities than you have appropriated 
or the end item at the time you want the parts? 

Mr. McNett. That should be reflected when they are presented to 
the committees and acted on. 

They should also be identified when the program is released by the 
Secretary and the Bureau of the Budget at the beginning of the 
operating year. 

Senator SautronstaLut. Mr. Chairman, sometime ago, when the 
Senator did not let me yield to him, which he had a perfect right not 
to do, I was going to suggest that we strike this sentence out of Mr. 
MeNeil’s statement with his consent, because it would have to be a 
decision by somebody higher up, maybe, than Mr. McNeil, and it 
makes perfectly good sense without it, and then the Air Force is not 
accused of an unsound practice, but I think it is a little too late to do 
that now. 

Senator Cuavez. As far as the chairman is concerned, | want Mr. 
McNeil to have his own opinion. 

Senator SALTONSTALL. He is entitled to that. 

Senator ELLENpER. Mr. Chairman- 

Senator CHavez. We may not agree with him, but you are cer- 
tainly entitled to your opinion. 
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I think, if you do not care, we have only about a page and a half 


Pave of his statement. Suppose we get that, and then question him 
urther. 





OPPOSITION TO PARTIAL FINANCING 






Senator ELLenpER. I only wanted to say, Mr. Chairman, that | 
am in thorough agreement with that statement, because that is what 
I understood to be the case ever since I have been on this committee. 

Senator Tuyse. Mr. Chairman, if I may say at this point, I would 
thoroughly agree with the Senator from Louisiana, that if we are going 
to go into this partial financing, we might just as well go back to the 
old practice we had years ago. 

We ought to stick to one policy or the other. 

Mr. McNet.. I might mention that I was 2 or 3 minutes late to 
this hearing this morning. This sentence was included after I asked 
Mr. Wilson to go over my statement. 

This statement was included then, and so, while I agree with it, it 
is not an uncoordinated view. 

Senator SALTONSTALL. It is not what? 

Mr. McNett. It is not an uncoordinated view with my chief. 

Senator SymincTon. You say it is a coordinated view? 

Mr. McNet. Yes. 

Senator Symincton. In other words, Secretary Wilson believes that 
the Air Force can 

.Mr. McNet. He believes, sir, that the full financing of the end 
item or the identified component part ahead of the time is a sound 
system. 

Senator Symineron. What was that? I could not hear you. 

Mr. McNett. He believes, sir, that full financing of the end item 
or the identified component parts ahead of time is a sound system. 
P Senator Symrncron. It is going to be a great way to cut the amount 
of;material you get, regardless of the program. 

Senator Cuavez. I do not believe that the Air Force will suffer 


from this committee. Will you continue with your statement, 
Mr. MeNeil. 























SPECIFIC PROBLEMS IN 





IMPLEMENTING DIRECTIVE 





Mr. McNegrut. While the views of the Air Force were taken into 
account in the extensive discussions which preceded issuance of this 
directive, the Air Force has since requested the opportunity to discuss 
with the Secretary of Defense some of the specific problems it envisages 
in implementing this directive. Such discussions are currently in 
progress. 

I might point out that the directive provides for the exceptions 
when specifically approved by the Secretary of Defense. 

Earlier I stated that expenditure estimates were an integral part 
of an annual budget submission. 
EXPENDITURE RATE 
For fiscal year 1957 the budget document included an estimate of 
$36 billion for Department of Defense expenditures. 
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While we believed this estimate to be low, considering the programs 
that were underway, the actual expenditures will be higher than we 
could forecast a year ago or even 6 months ago. 

On the basis of current trends, the total expenditures may run as 
high as $38 billion for fiscal year 1957. This would result in a 
reduction in unliquidated obligations and indicate more rapid com- 
pletion of our programs. 

This higher than anticipated rate of expenditure can be attributed 
to a number of reasons, principally: 

(1) The improvements we have made in streamlining procurement 
and shortening lead times have had the byproduct of increasing the 
cs of expenditure; 

) We have better control of the program and suppliers are 
ming their bills in more promptly; 

(3) The increase jn prices of raw materials, services, and wages has 
been passed along to us in the prices that we have to pay for military 
equipment, and this is absorbing the savings we otherwise would 
have made; and 

(4) The fact that programs now under way cannot be accomplished 
as rapidly as presently scheduled without exceeding projected rates of 
expenditure. 

The budget for fiscal year 1958 forecast expenditures for the Depart- 
ment of Defense at $38 billion. 

We have been informed that, considering the anticipated revenues 
of the Government, and the statutory debt limit, expenditures for the 
Department of Defense must not substantially exceed the budget 
estimate of $38 billion during the coming year. 

The current monthly rate “of expenditure, however, is now running 
considerably above the annual rate of $38 billion. In order to clarify 
the fiscal position of the Department of Defense, each military depart- 
ment has been directed by the Secretary of Defense to submit a de- 
tailed plan to him later in this month for meeting its fiscal year 1958 
expenditure objectives, taking into account outstanding obligations, 
as well as the plans for rate and volume of new obligation. 

Secretary Wilson has asked that you be informed that steps are 
being taken which should bring Defense expenditures into line with 
the President’s budget submission for fiscal year 1958. 

Senator CHavez. Senator Ellender, you were next. 


ANALYSIS OF UNOBLIGATED BALANCES 


Senator ELLenpgeR. At this point, I would like each Senator to 
have a copy of the analysis of unobligated balances, prepared by the 
staff from figures furnished by the Armed Forces. 

Mr. MeNeil, you have given quite a few reasons why unobligated 
balances are necessary, and I desire to take each reason listed on the 
sheet you now have before you. 


FORWARD PURCHASING POLICY 
The first reason is “forwarding purchasing policy.”” Your definition 
of this reason reads as follows: 


The components are placed when necessary to meet requirements and in the 
continuity of the production, even when this practice results in placing the orders 
after the end of the program year. 
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Under the appropriation ‘‘Air Force aircraft and related procure. 
ment,’’ you have an unobligated balance of $290,500,000. How was 
this amount determined? 

I wish to say, Mr. McNeil, that these figures were obtained from 
your own justifications. I believe they were obtained from General 
Moore, or he had something to do with it. 

General Moore. The justifications, Mr. Chairman, were prepared 
by the respective services—the Army, the Navy, and the Air Foree— 
based upon the policies enunciated in our order. 

Senator ELLENpDER. Off the record. 

(Discussion off the record.) 

Senator ELtenpEer. Mr. Chairman, as I indicated off the record, if 
perchance any committee members desired to question Mr. MeNeil, 
I will defer, because I could not possibly finish with my questions this 
afternoon. 

Senator SaLronsTaA.LL. Mr. Chairman, I would appreciate very much 
just a very few questions, if I may. 

Senator Cuavez. Yes, Senator Saltonstall. 




























FINANCIAL PLANS FOR 1957 AND 1958 








Senator SALTONSTALL. Very well. Thank you, Mr. Chairman. I 
would first request, if it is practical to do so, to put in after Mr. 
MeNeil’s statement these two appendixes—the financial plans for 
fiscal year 1957 and the financial plans for fiscal year 1958—so we 
may have it as part of the record. 

Senator Cuavez. All right. 


SUPPLEMENTAL STATEMENT 


Senator CHAvez. What about the supplemental statement he 
referred to? Do you want that in the record? 

Mr. McNett. That should go in as a part of the record, because it 
is based on the categories. 

Senator SALToONSTALL. Should that go before these appendixes or 
afterward? 

Mr. McNett. It does not make any difference. 

Senator Cuavez. Then if it makes no difference, we will put it in 
here. 
(The statement referred to appears on pp. 376 to 391.) 




















ITEMS TO BE APPEALED 






Senator SautronstaLty. Mr. McNeil, the services, as they came 
up—are you prepared to tell us what the Department of Defense is 
preparing to reclama? 

Mr. McNei.. Yes, sir. 

Senator SALTONSTALL. The items, as I have them, under the 
Department of the Army military personnel, the Army does not 
object to the transfer of $400 million. The balance of $36 million, 
it wants that restored under the military personnel. Is that correct? 

Mr. McNet. Yes. 

Senator SALTONSTALL. Is that the first one in the Department? 
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Mr. McNett. Yes, sir; no restoration is being requested in the 
reductions in the Office of the Secretary of Defense. We are absorb- 
ing these reductions as well as those in interservice activities. 

Senator SaLttonsTALL. Now, the Army is not asking for the reclama 
of the procurement and production item of $516 million; is that 
correct? 

Mr. McNett. That is correct, sir. 

Senator SatronstTaLu. The Navy is not appealing the transfer of 
$190 million to military personnel? 

Mr. McNett. The transfer of the $190 million credit; no, sir. 

Senator SALTonsTALL. And the Navy is not appealing the $500,000 
under reserves? 

MILITARY PERSONNEL, ARMY 


Mr. McNertv. That is correct, but they are appealing the reduc- 
tion of 18 million in military personnel. 

Senator SALTONSTALL. Any items that I do not name, I presume 
they are appealing. 

Mr. McNetz. Would you wish to finish the Army first? 

Senator SALTONSTALL. Yes. 

Mr. McNett. In the case of the Army, you mentioned the item of 
$36 million for military personnel. 

Then there is the item for operation and maintenance of 
$146,156,000. 

Senator SatronsTaLL. How much? 

Mr. McNett. $146,156,000. That is the amount reduced by the 
House in this account, which totaled $150 million, less an amount 
directed by Mr. Wilson, where reduction of headquarters personnel 
in Washington equal to 12 percent of the force is to be made. That 
amount of $3,844,000 is not to be requested for restoration, bringing 
the amount appealed down to $146,156,000. 


RESEARCH AND DEVELOPMENT 


There is in the research and development appropriation $8 million. 

Senator SALToNsTALL. They appeal that? 

Mr. McNet. Yes, sir. 

Senator SALTONSTALL. $8 million? 

Mr. McNett. Yes, sir. 

Then there is the National Board for Promotion of Rifle Practice, 
$75,000. 

Senator SALTONSTALL. I cannot hear you, Mr. McNeil. 

Mr. McNett. Then there is the National Board for Promotion of 
Rifle Practice, $75,000. 

Senator SALTONSTALL. Yes. 


ALASKA COMMUNICATIONS SYSTEM 


Mr. McNet. And there is operation and maintenance of the 
Alaska communications system, $750,000, which will be requested for 
restoration. 

However, if, in the language of the bill, possibly in a committee 
report, it is specified that the Army may use receipts which are 
authorized by law in this account to this extent, that amount would 
~ need to be restored. If there were proper language in the bill, 
that is. 
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In the case of the Navy—do you wish to bring up the Navy next, 
sir? 

Senator SALTONSTALL. Yes. 

Senator SyminetTon. Would the Senator yield? 

Senator SALTONSTALL. ‘Yes. 

Senator Syminecton. What is the question you are asking? 

Senator SALTONSTALL. I was asking what the services were re- 
clamaing, so we would know, when we wanted to ask Mr. McNeil 
further questions, so we would know what we are going into. 
Senator Symineron. Thank you, Senator. 























MILITARY PERSONNEL, NAVY 





Mr. McNett. “Military personnel, Navy,” the amount is $18 
million. 

Senator SatronsTaLL. How much? 

Mr. McNett. $18 million, which is the amount of the reduction by 
the House in the military personnel account. In the account for Navy 
personnel, general expenses, the amount of the House reduction was 
$2 million. 

The Navy will request restoration of $1,484,000. 


MILITARY PERSONNEL, MARINE CORPS 


In the case of “Military personnel, Marine Corps,” the Navy is 
asking restoration of the amount reduced by the House of $4,600,000, 
In ‘Reserve personnel, Marine Corps,” the House reduced it by 
$300,C00, and there will be no request for restoration. 
‘Senator Taye. Mr. Chairman, would the Senator from Massa- 
chusetts permit a question for clarification there? 
Senator SALTONSTALL. Yes. 

































TYPE OF PERSONNEL INVOLVED 





Senator Tuyr. What type of personnel is this? Is it the number of 
military people or is it civilian employees? 

Mr. McNett. The $18 million that I mentioned and the $4,600,000 
I mentioned, in the Marine Corps, is for military personnel. 

Senator Tuys. There will be a reduction in the number of military 
personnel. Is that what we are talking about? 

Mr. McNett. That is the possible effect. 

Senator Tuyr. It is a reduction in force in military personnel? 

Mr. McNett. The House committee in its report felt that there 
were certain economies to be made on change-of-station travel and 
things of that nature, and they did not intend, I believe, to affect the 
total strength. 

However, it is the belief of the Navy, and we felt that we had 
probably reduced the rotation rate about as much as we could for 1958, 
and if we were not able to reduce it further, then the reduction would 
come out of military personnel. 

Does that answer your question? 

Senator Turn. Yes; thank you. 

Thank you, Mr. Chairman. 

Mr. McNet. The House reduced Marine Corps procurement by 
$80 million. That represents a large part of the amount that we set 
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aside to take as a credit against the 1959 appropriation, for Marine 
Corps procurement. It is not being requested for restoration at this 
point. ‘ ae 

For Marine Corps troops and facilities, the House reduced the 
amount by $6,200,000. 

$4,900,000 will be requested for restoration. 


AIRCRAFT AND RELATED PROCUREMENT, NAVY 


In the case of the next account, “Aircraft and related procurement 
for the Navy,” the House reduced the amount by $120 million; 
$119,224 ,000 will be requested for restoration. 

In other words, the entire amount except the $776,000 representing 
the 12 percent in departmental headquarters personnel. 

In ‘‘Aircraft and facilities,” which is a maintenance and operation 
account, the House reduced the budget request by $24,500,000. 
$21,779,000 is requested for restoration. 

Again, that does not include any restoration of the amounts iden- 
tified as related to Secretary Wilson’s instructions to reduce head- 
quarters personnel. 


SHIPBUILDING AND CONVERSION 


In “Shipbuilding and conversion,” the House reduced the request 
by $120 million, and $118 million is being requested for restoration. 
The $2 million not requested for restoration represents acceptance 
by the Navy of the reduction in the cost of shipbuilding administra- 
tion. The reduction in the “Ships and facilities” account is $7 
million, and the request for restoration will be $6,524,000. 

Senator SALTONSTALL. $6,524,000? 

Mr. McNett. Yes, sir. The amount not requested is again largely 
for the personnel at headquarters. 

There is also a very few dollars on deutschemark support as a credit 
to this appropriation. 


PROCUREMENT OF ORDNANCE AND AMMUNITION 


In the “Procurement of ordnance and ammunition” account for 
the Navy, the House reduced the amount by $80 million, and $70 
million was in the request for restoration. 

In the “Ordnance and facilities’? account, which is a maintenance 
and operation appropriation, the reduction of the House was $3 
million, and $2,023,000 is being requested for restoration. 

About $376,000 is for headquarters personnel reduction, and the 
balance is other items which will not be requested for restoration. 


MEDICAL CARE, NAVY 


In the “Medical care’? appropriation for the Navy, the House 
reduced the amount by $2 million, and the amount requested for 
restoration is $1,913,000 and $82,000 represents reduction in head- 
quarters personnel, which is being accepted and some other minor 
items are not being appealed. 

Senator ELLENDER. Will the Senator yield there? 

Senator SALTONSTALL. Yes. 
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Senator ELLenper. Will this be transferred to another appropria- 
tion? 

Mr. McNett. No, sir. 

Senator ELLENpDER. It is completely eliminated? 

Mr. McNet. Yes, sir. 

Senator Toye. Would the Senator from Massachusetts yield for a 
clarifying question at that point? 

Senator SALTONSTALL. Yes. 

Senator Ture. I think that this will save time. 

Why the large increase over 1957 for fiscal 1958? 
is $61,323,000, and then for 1958 

Mr. McNett. That is the cost of the medical care for dependents 
program, sir. This is the first full year. 
Senator SALTONSTALL. That is new legislation. 
Senator Ture. Is that new legislation? 
Mr. McNetu. Yes, sir. 
Senator Taye. Thank you. 


The 1957 figure 





MAINTENANCE AND OPERATION 





Mr. McNett. Next is the account under the title “Civil engineer- 
ing,’”’ which is a maintenance and operation account. The House 
reduction is $3,370,000. The amount requested for restoration will 
be $2,368,000; $399,000 represents the headquarters personnel reduc- 
tion and the balance is other items suggested by the House which will 
be accepted. 

In the case of “Military construction, Naval Reserve forces,’’ that 


will be submitted as a later item. It is not up for consideration at 
the moment. 










RESEARCH AND DEVELOPMENT, NAVY 

In the case of research and development for the Navy, the House 
reduction was $10 million, and that $10 million will be requested for 
restoration. 

In ‘‘Servicewide supply and finance,” which is a maintenance and 
operation appropriation, the reduction was $9 million, and $8,682,000 
will be requested for restoration. 

All of the amount not requested for restoration is reduction in head- 
quarters personnel. 




















SERVICEWIDE OPERATIONS 





In “Servicewide operations,”’ which is a maintenance and operation 
type of appropriation, the reduction by the House was $5 million, and 
the restoration request will be $1,470,000. That represents a reduc- 
tion of the headquarters personnel—that is $1,216,000—and the bal- 
ance represents the suggestions accepted by the Navy. 


TOTAL NAVY RESTORATIONS REQUESTED 





Then the next item is a reduction of $175,000 for naval petroleum 
reserves which is not being appealed by the Navy. So of the total of 
reduction of $695,645,000, which indludes the $10 million which the 
House did not consider and which they will not consider until later, 
the Navy is requesting restoration of $390,967 ,000. 
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AIRCRAFT PROCUREMENT, AIR FORCE 


In the case of the Air Force, the reduction in “Aircraft and related 
procurement”? was $354 million, all of which is being requested for 
restoration. 

TRANSFER TO CAA 


In the case of the “Procurement other than aircraft,” the figures 
will show the House reduced $78% million. Actually, the reduction 
was $100 million, because there has been also $21,500,000 added to 
the account for CAA so the $100 million was reduced and the transfer 
to the Civil Aeronautics Authority for this navigation system is in- 
cluded. The effect of that is a reduction of $100 million in Depart- 
ment of Defense programs, all of which is being requested to be 
restored. 

Senator ELLENDER. How was that amount added? Was that 
amended. on the floor? 

Mr. McNett. It was taken out of the Department of Commerce 
bill and added to our bill, and then we were instructed to transfer 
that amount. 

Senator SALToNnsTALL. And the theory of that is that the military 
ought to pay their part of this burden; is that correct? 

Mr. McNett. I think that was the understanding, although, when 
they get very many of those, it does create problems. If an agency 
has statutory authority to carry out such functions, you do get into 
trouble if the appropriations are made to another agency. 

Senator Cuavez. You fly according to the rules of the Civil Aero- 
nautics Authority, however. 

Mr. McNew. That is correct, but this legislation is equipment for 
the air navigation system. 


RESEARCH AND DEVELOPMENT 


In the case of research and development, the reduction by the 
House for the Air Force was $12 million, all of which will be requested 
for restoration. 

In the case of operation and maintenance, the reduction of the 
House was $162,880,000, of which $21,920,000 

Senator SaLronsTaLL. How much was that? 

Mr. McNeEIL. $21,920,000 was taken out because they expected to 
get that much Deutschemark support. 

As I mentioned this morning, we have not got in hand all Deutsche- 
mark support, but the amount we actually get will depend on some 
negotiations to follow. 

This is the amount assumed by the House, and if we do not get it, 
we will have a supplemental claim for it. That indicates the need for 
the amount. 

That leaves the net amount of the reduction, excluding the Deutsche 
mark credits, of $140,960,000, of which the Air Force is requesting 
restoration of $131,873,000. The amount which is not being re- 
quested for restoration includes $1,286,600 for reduction in head- 
quarters personnel. 

Senator ELLENDER. Does that mean a reduction of employees? 

Mr. McNet. Yes, sir. 

Senator ELLeNpeR. Are they civilian employees? 
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Mr. McNetu. Yes, because they are in the maintenance and oper- 





ation accounts. The military is also to be reduced, and the disposi- for 
tion of that has not been decided upon; but they do plan to reduce co! 
the total military at headquarters by the same percentage. mé 
ob 

MILITARY PERSONNEL, AIR FORCE pe 

In the case of military personnel for the Air Force, the House re- TI 
duced the amount by $38,400,000, all of which is being requested for ra 
restoration. 

In the case of Reserve personnel, the House reduced the amount by 
$2 million, all of which is being requested for restoration. 

Senator Cuavez. That is in the request. ris 

Why didn’t you request restoration for Army Reserve personnel? in 

Mr. McNetn. In the case of the Army, there was an amendment 3 
adopted on the floor which provided that $10 million, which would th 
otherwise lapse in 1957, was to be carried over and would be like new 
money for 1958, and that took care of it. 

Senator Cuavez. You have the money anyway? 

Mr. McNet. Yes. That makes a total reduction for the Air 01 
Force of $647,780,000, to which you have to add the $21,500,000, Ww 
or a total of $669,280,000. 

Then you deduct the Deutschemark credits, and get a net reduction 
of $647,360,000. The Air Force requested restoration of $638,273,000. 

Senator ELunenper. May I ask one question? te 

In respect to this $10 million, why did the House make the discovery d 
rather than you? 

Mr. McNetu. It was indicated. It was there, and that happens * 
to be on an annual appropriation, and the authority would lapse on 
June 30. There was nothing to do about it. P 

Senator ELLenprER. I understand, but why was it not considered 
when you made your presentation to Congress? 

Mr. McNett. For two reasons, sir: ‘ 

One is, the budget was prepared in December and submitted in I 
January, and we did not know that the $10 million would be unobli- ‘ 
gated at the end of June in this reserve account. ‘ 

The other reason is that as a general practice, the Bureau of the ‘ 
Budget and the House Appropriations Committee have not looked ; 
favorably on taking annual money and making it living money for the 
next year. . 

Senator ELLENDER. Yes, but you will be able to do that with some 
other unobligated balances? , 

Senator SALTONSTALL. Are you through? 


Senator ELLENDER. Yes. 
Senator Satronstauu. Mr. Chairman, may I ask one more question 
of Mr. McNett? 


REASONS FOR DIRECTIVE 


Mr. MeNeil, you have stated in your own colloquy today with 
various Senators that one of the prime reasons for this direct necessity 
of cutting down your fiscal policies for 1958, which were apparently 
running too high—you say your estimated expenditure figure is $38 
billion but it could run up as high as $42 billion. 

That is correct, is it not? I want to get my premise right. 
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Mr. McNett. Two things: I did not say this was the primary reason 
for this directive. This was an action to defer obligations while we 
considered the reports the military departments were directed to 
make of their programs. These plans would get the expenditures and 
obligations of funds all coordinated into one package, not just ex- 
penditures alone. fi 

Another part was I did not forecast expenditures of $42 billion. 
That is, not for next year, although we have been spending at that 
rate for the last 3 months. 


HIGH RATE OF EXPENDITURES 


Senator SatronstaLu. As a Comptroller then, to get my premise 
right, while you would not estimate that the expenditures next year 
in the militar y departments would be $42 billion, they are for the last 
3 months running at the rate of $42 billion, if they were to continue 
through the next 12 months; that is your statement? 

Mr. McNetu. Yes; and I would add one more statement to it. 

Senator SALTONSTALL. Yes. 

Mr. McNet. That all indications are at present that if we carried 
on the program, for the number of wings, people, and everything else, 
we would spend more than is called for in the budget document. 


EFFECT OF FAILURE TO RESTORE FUNDS 


Senator SALTONSTALL. What would be the effect then if we refused 
to restore any of that money and used as a basis that you are cutting 
down on your expenditures anyway? 

I might add, would that throw the various services out of line and 
make it harder on some services than on others? Would it be im- 
practical to do? 

Senator Cuavez. These are leading questions. 

Go ahead. 

Senator SALTONSTALL. Just a simple Yankee from Massachusetts 
when he gets his thought out of line, he cannot get back very quick, 
but what 1 am trying to say, Mr. McNeil, is this: For various reasons, 
which you have now stated, you are now trying to cut back those 
expenditures for 1958, and my question is, assume that we did not 
restore any of this money, on the theory that you were going to cut 
down your expenditures anyway, what would be the effect? 

If 1 may use the leading question, would it throw some of these 
services out of line with others so that it would not be fair or would 
not work out in a broad general way? Would it help you to cut your 
expenditures, or would it leave you with your small unobligated 
balances at the end of fiscal 1958? 

Mr. McNett. First, I think that the restoration of these amounts 
is proper. I can see how, at first glance, it would appear to make the 
expenditures problem tougher. 

However, I think your contention that if these amounts were re- 
duced, the expenditures would automatically be less—that would be 
true in the maintenance and operation accounts but not necessarily 
true in the procurement accounts which would extend out over a 
longer period of time. 

I think the orderly laying out of the program requires the restora- 
tions we are requesting, even though there may be some programs 
affected more than others. Even though some programs may not 
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be carried out as rapidly as had been previously planned, it would 
be very proper to finance them in full, even though it would result in 
slightly greater carryover. 

That could happen. 

Senator SatronsTa.u. In short, you believe that the items which 
you have stated for the various services ought to be restored, should 
properly be restored, in order to carry out the program in an orderly 
way. 

Your definition of an orderly way would include, even with the 
additional money, the directive from Mr. Wilson which has been so 
fully discussed this afternoon; would it not? 

Mr. McNett. That is correct, sir. 


MINIMUM DESIRABLE UNOBLIGATED BALANCES 


Senator SatronstaLL. What is the lowest unobligated balance 
that you feel it is safe to carry over? 

I know the figure of Mr. Wilson, and I am interested to know what 
you felt was the lowest unobligated balance it was safe to carry over 
for all three services. 

Mr. McNern. At the present time, the aggregate of about $8 
billion is about the right level. 

If the lead times for some aircraft were extended 2 or 3 months, 
and for several of them I think they should be, the apparent carryover 
contemplated could be a trifle higher than that and still be perfectly 
proper. 

Senator ELLENDER. What is the basis for that figure? Did we have 
that in the record this morning? 

Mr. McNett. Yes; part of that will be explained when we go into 
detail, but generally I can answer you now if you would like. 

Senator ELLENDER. I intended to get into the details later on, but 
if you have an answer in connection with Senator Saltonstall’s question 
as to the $8 billion it might be proper at this point. 


GROUPINGS OF UNOBLIGATED CARRYOVER 


Mr. McNet. This morning I mentioned that I broke down the 
unobligated carryover into two groupings. That is into two broad 
groupings. 

One is the volume of business that would be in process or under 
negotiation as of the end of the fiscal year. 

Our best estimate of the volume of that business that would be in 
process at the end of the year is about $4,900 million. That represents 
in the procurement accounts about 3 to 4 months’ business. 

That, to me, is a reasonable amount of business to have in process 
at the end of the year. You could make a case that it should be 75 
days, and I could make a case that it should be 105 days, but about 
3 months or 90 days is about the right volume of business to keep 
your whole procurement machinery moving smoothly. 

The balance of the amount, which I have shown on this table as 
being $3,200 million, would be specifically set aside for these shorter 
lead-time items and other requirements, such as for the spare parts 
for aircraft, for the Air Force or Navy. The funds would be set aside 
so that the lists could be firmed up and obligated in an orderly fashion 
during the months to come in the following fiscal year. 
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Senator ELLENDER. Could I ask one more question? 
Senator SaLronsTa.u. I have one more question, and then we are 
through. 


AIR FORCE UNOBLIGATED BALANCES 


Senator ELLeNpeR. Is it not true, that the greatest amount of 
unobligated balances appear in aircraft and related procurement, and 
procurement other than aircraft? 

Mr. McNetu. Not necessarily aircraft, alone. 

Senator ELLENDER. I am talking about the Air Force now. Isn’t 
that true? 

Mr. McNett. Yes; and the other big item is in ships. 


AGGREGATE RECOUPMENT 


Senator ELLENpeErR. If your recoupment in the aggregate is much 
higher than the amount reduced by the House, couldn’t you get along 
with the House figure? 

Mr. McNem. The amount reported as “recoupment’”’—that is the 
term used in the Air Force while the other services refer to “‘deobliga- 
tions’ —is taken into account and is taken as a credit against the 
amounts requested when the budget is submitted. 

In other words, if it was not for these recaptures of unobligated 
funds——— 

Senator ELLENDER. That is for past years. I am talking about 
fiscal year 1958. 

In other words, if you apply the same yardstick to 1958 as you did 
for prior years, you could get along with the House figure. 1 expect 
to develop that later on, Senator Saltonstall. 

I thank you for permitting me to ask the question at this point. 

Senator SALTONSTALL. I appreciate it, and, Mr. Chairman, might 
I ask one more question? 

Senator Cuavez. Yes, of course. 

Senator SatTonsTaLL. Thank you very much. 

Now, Mr. McNeil 

Mr. McNer. May I just finish that other answer to Senator 
Ellender? 

Senator SALTONSTALL. Yes. 

Mr. McNet. Senator Ellender, the amount requested for the Air 
Force in new appropriations for the “Aircraft and related procure- 
ment’”’ account for fiscal 1958 is $6,200 million. 

Senator ELLeNpER. Right. 

Mr. McNett. I would credit it, but in turn, without any recoup- 
ment, that budget figure would have been $7,260 million plus reim- 
bursements. 

Senator ELLENDER. I| have those figures. That is correct. 

Mr. McNet. But we attempted to take that as a reduction before 
we ever came up here. 

Senator ELLenpeER. If you take your recoupment figure for past 
years, which, according to my estimate, is 17.3 percent of your }:ro- 
gram, you will find out that you could reduce your unobligated wal- 
ances without in any manner affecting your program for 1958. 

But I will get into that in detail later on. I have it calculated. 

Mr. McNelL. Just one answer to your question here. 
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The 17 percent for the last 2 years is undoubtedly a correct figure, 
Senator ELLENDER. Yes. 








EFFECTS OF SECTION 1811 






Mr. McNeiz. But you must remember in all services we had a 
very high figure a year or two ago. That was due to the Congress 
passing the so-called section 1311, which deferred the recording of 
obligations and meant that it moved many transactions from the 
obligated over into the unobligated column when we applied those 
criteria; so that 17 percent, you might say, is only a one-shot affair, 

Senator ELLENDER. It was a two-shot affair because I used 2 
years, namely, 1956 and 1957. 

Mr. McNett. It might be, but it is pretty well cleaned up now. 

Senator ELLENpER. | understand that, but I propose to show you 
where you could retain the House figures without in any way affecting 
the program. 

Senator SatronstaLu. Mr. Chairman, this is the last question. 

I refer to page 13 of your prepared statement, Mr. McNeil. You 
have four reasons there. You say: 





































This higher than anticipated rate of expenditure can be attributed to a number 
of reasons, principally, 
and then you give three reasons which are pretty clear. 

The fourth reason does not seem to follow along, and I have a 
feeling that it is the subject that we discussed all afternoon. 


ACCELERATED SCHEDULES 





Could you clarify a little for us on No. 4? 1 will quote it: 

(4) The fact that programs now underway cannot be accomplished as rapidly 
as presently scheduled without exceeding projected rates of expenditure. 

Mr. McNett. I believe I can word it a little better. 

Senator SALTONSTALL. I do not think that makes sense, and it does 
not follow along with the reasons. 

Mr. McNett. It is the fact that programs we have had underway 
this year and the way in which they were scheduled, their accomplish- 
ments created expenditures greater than were forecast. 

Senator SALTONSTALL. Greater than what? 

Mr. McNett. Greater than were forecast. 

Senator SALTONSTALL. Is there anything wrong in that? 

Mr. McNett. Yes, when the program is bigger than the amount 
of money we might be able to get. 

Senator Symineton. Will the Senator yield? 

Senator SALTONSTALL. May I ask one more question? 

Senator Symineton. Would the Senator yield for just one question? 

Senator SALTONSTALL. Yes. 

Senator Symineton. Do you think it is more important that we do 
not spend the money, or more important that we get the planes, from 
the standpoint of growing Russian power? 

Mr. McNei. That question, I think, should be answered by some- 
one else. 

Senator SyMinetTon. I only asked for your opinion. 

Mr. McNet. I think the whole thing has to be taken into con- 
sideration. 
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Senator SymMinGTon. I just want to say that I completely agree with 
the position of the Senator from Massachusetts. 

Senator SatronstaLL. Mr. McNeil, I would appreciate it if you 
would perhaps clarify that. 

I am referring to that fourth reason, if you could clarify that a little 
bit more than you have, because, most frankly, it leaves me up in the 
air, you might say, or it mixes me up. In other words, I cannot agree 
with you, and it would seem to me to be going backward rather than 
forward. 

Mr, McNett. Perhaps the fact that the programs now underway, 
in the way in which they are being accomplished, created expenditures 
in excess of the expenditure rates which were forecast or at rates which 
create expenditures beyond the amount that we had to plan to stay 
within. 

Senator SALTonsTALL. In other words, the program for three 
reasons mentioned above, and because of the greater experience, the 
programs have gone ahead faster than was anticipated when you made 
your estimate of the expenditures? 

Mr. McNew. That is correct. 




















DIRECTIVE NECESSARY TO SLOW DOWN PROGRAM 













Senator SALTONSTALL. And it is going ahead faster, and that rate of 
acceleration is continuing as shown by your experience for the last 
3 months, so you feel that this directive is necessary from a fiscal 
point of view, to slow down the program; is that correct? 

Mr. McNett. The $500 million directive you are speaking of? 

Senator SALTONSTALL. Yes. 

Mr. McNett. Yes, sir. 

Senator SALToNSTALL. That is the fiscal reason for slowing down 
the program? 

Mr. McNett. That is correct. 

Senator SALToNsTALL. The other reasons about it there, and which 
we were discussing this morning, may or may not be. That is an 
arguable point? 

Mr. McNett. That is right, and if our program is fully financed 
now, it does not pose a problem, and if it is not, it poses a problem. 

Senator SaLronstaLL. Then from the point of view of the Depart- 
ment of Defense and the administration of the Government, in the 
fiscal end of it, it is that the program is going ahead faster than was 
anticipated and faster than the Government can stand the Govern- 
ment expenditures at the present moment without throwing the whole 
budget out of line? 

Mr. McNetu. That is correct, and I would add the words 
greater in scope or faster’’ or both. 

Senator SALronstTaLL. Thank you, Mr. Chairman. 

Senator Cuavez. Senator Thye? 
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APPLICATION OF REDUCTION IN RESEARCH 









Senator Ture. Mr. Chairman, I have just a few questions here. 
Regarding research and development, Secretary McNeil, the first 
request for restoration on research and development is an $8 million 
item for the Army. What does that involve in research and develop- 
ment? 








92576—57——-30 








464 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Mr. McNetx. In reading the House report, Senator Thye, it 
seems apparent that the House committee felt that perhaps’ there 
might still remain some unnecessary duplication and so forth, and in 
effect it cut 2 percent out of the appropriation for research for the 
army and Navy and Air Force. 

Senator Tuyr. Mr. Secretary, you probably misunderstood me, 
My question was: 

What does it involve? Does it involve missiles or does it involve 
other activities in the field of research? 

Mr. McNett. I do not believe that either Army, Navy, or Air 
Force could specifically identify the particular item at the moment, but 
it would mean that much less effort in the research program generally 
and the specific places where the reduction would be applied will foal 
to be worked out later. 

Senator Tuyx. There are items of research in each one, Army, the 
Navy, and the Air Force. 

With reference to procurement of ordnance and ammunition, what 
does that involve? 


IMPORTANCE OF MISSILE RESEARCH 


Mr. McNet. That is, in the Navy appropriation, the biggest part 
of that isin missiles. Very little of that is in the so-called conventional 
ammunition. 

Senator Tuy. But that is in the new type of work? 

Mr. McNett. Yes, sir. 

Senator Tuysr. It involves missiles? 

Mr. McNet. Yes, sir. 

Senator Tuys. Your research and your missile work, in my humble 
opinion, is one of the important phases because that program is a new 
field. 

Mr. McNett. We think so, too. 

Senator Turn. In the event that we deny you enough funds, we 
would be slowing up the research activity, and if we deny you what 
is requested for the Navy for the procurement and ordnance and 
ammunition, we actually slow you up in this new phase of warfare 
activity. 

Am I right or wrong? 

Mr. McNett. That is right, sir, and we felt that when we sub- 
mitted the budget that these amounts represented not padding but a 
quite solid program which should be carried out. 

Senator Tuy. Under the Navy, for research and development the 
House has cut the budget request by $10 million. 

That would relate to guided missiles or something else in the 
research field. 

Mr. McNett. That is right, and the same fears that you expressed 
in the case of the Army account apply to this account. 

Senator Tuyz. Then, under the Air Force, you also have research 
and development, which again falls right into the category of the 
new type of warfare or effort in the field of research. 

Mr. McNett. That is right, and the same view you expressed on 
the Army applies on this account also. 

Senator Tuyz. Thank you, Mr. Chairman. 

Senator Cuavez. Are there any further questions? 
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CRITICISM OF AIR FORCE BUYING POLICY 


Senator Symineton. Yes, Mr. Chairman. I have some questions. 

Here is an article of June 1, 1957, which says: 

Air Force policy of buying scored in the Pentagon defense which hints that 
flagrant violation led to curb on purchases. 

Do you think this is a flagrant violation? 

Mr. McNew. I have not found anything that I considered a 
flagrant violation. 

Senator Symineton. Do you not think that morale is important 
in the Military Establishment? 

Mr. McNett. I do, sir; but I did not write that article. I was not. 
interviewed by whoever did write it. 

Senator Symincron. I did not imply that. You are just the first 
Department of Defense witness who has come before the committee 
since the article was written. We will ask Mr. Snyder if he did it and 
Secretary Quarles if he did it. 

If anybody in the Pentagon attacks a service like that, I think they 
ought to give their name, do you not? 

Mr. McNett. I think that is a good practice. 

Senator Symineron. A good practice to stand behind what you 
say; do you not think so? 

Mr. McNett. Yes. 

Senator Symineron. I know you did not do it, because you say 
you did not do it; and I was not inferring that you did; but it does 
seem unfortunate that this kind of stuff comes out about one of the 
services when there is at least a difference of opinion. 

Mr. McNeiu. Yes; because you cut one service and we all bleed. 

I might say, sir, this is one time that, unfortunately, I was taking a 
few days’ vacation, for about 3 days, for the first time in a very, very 
long time, and I read no newspapers. 








RATE OF EXPENDITURES 
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PROBLEM 





Senator Symincron. Right. 

Now, Mr. Secretary, you say: 

We have been informed that considering the anticipated revenues of the Gov- 
ernment and the statutory debt limit, expenditures for the Department of Defense 
must not substantially exceed the budget estimate of $38 billion during the 
coming year. 

Fundamentally, that is what we are really talking about; is it not? 

Mr. McNett. It is one of our real problems. 

Senator SymincTton. Would the answer to my question be ‘Yes’ 

r “No’’? 

Mr. McNet. There are quite a few problems, but I would say 
that was one of the prime problems; yes, sir. 

Senator Symineton. Thank you. 

Someone said this might cost the Air Force $3% billion. 

When I heard that, I went to the Air Force and asked for informa- 
tion, which I think proper, as a member of this committee and the 
Armed Services Committee, and some of those people felt that it 
might result in a cut as high as $3% billion. 

If you were up here in the Senate, and had a request to reclama most 
of $669 million taken from the Air Force by the House, and find a 
directive that was cutting it billions of dollars, that would be a strange 
position, would it not? 






























466 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 





Mr. McNett. I do not know what the figure is if the funds are 
available or outstanding; to cut it $3% billion to be most substantial, 
I have heard figures from a billion dollars to $3 billion. 

Senator Symineron. Let us take the lowest figure that you have 
heard. Suppose you heard the administration was asking to reclama 
most of the $669 million for the Air Force taken out by the House, 
and then this directive becomes known. The figure of a billion 
dollars has been mentioned frequently. You cut at least a billion, 
and present at the same time your desire to have the Senate put back 
the $600 million cut from the Air Force by the House. That is an 
extraordinary situation; is it not? 

Mr. McNett. Yes; but I still say that I think I am right when I say 
that the Air Force request should be restored. 


DECISION ON SIZE OF FORCE STRUCTURE 


Senator Symineton. Do you have anything to do with the decision 
of what should be the force structure for the United States? 

Mr. McNett. No. 

Senator Symineron. The recommendation is made by the Joint 
Chiefs of Staff, and the decision by the National Security Council; 
is that not right? 

Mr. McNett. The decisions are really made, in the final analysis, 
by the President, with the advice of the National Security Council. 

Senator Symineton. Once the force structure has been determined, 
it is your job, is it not, to do everything within your power to see that 
the funds are available to the respective services at the time and in the 
amount needed within the authority granted by the Congress? 

Mr. McNetu. Everything I do is under the authority and direction 
of the Secretary of Defense, and so I could not act independently, in 
full response to your question. 

Senator Symineton. Then can I rephrase it this way: Once these 
force structures have been determined, it is their job—the Secretary 
of Defense, I mean—is it not, to do everything in his power to see that 
the funds are available for the respective services at the time and in 
the amount needed within the authority granted by the Congress? 

Mr. McNett. Yes; but he also has a Commander in Chief. I 
think that actions taken, particularly substantive actions taken, have 
to be with the direct approval of the Commander in Chief. 

Senator Symineron. In other words, you could not impound any 
money, the Secretary of Defense could not impound any money, with- 
out the approval of the President; is that right? 

Mr. McNet. In effect, that is correct? 








IMPOUNDING OF MARINE CORPS FUNDS 


Senator SymineTon. Just as a matter of interest, you did impound 
some $40,000,000 with regard to Marine volunteers last year. Was 
that done with the approval of the President? 

Mr. McNeru. My understanding is that it was discussed with the 
President, and there was no disapproval. 
Senator Symineron. You would not do it if he disapproved; would 


you? 
Mr. McNett. No. 
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Senator Symineton. To your knowledge, have you ever taken any 
action which has had, or would have, the effect of preventing, or 
making it more difficult, for the services to obtain the force level and 
force structure determined by the National Security Council, through 
the withholding of funds or other financial actions within the limits 
of funds made available by the Congress? 

Mr. McNerm. Would you repeat that question? 

Senator Symincton. To the best of your knowledge, have you ever, 
on your own initiative, taken any action which has had or would have 
the effect of preventing or making it more difficult for the services to 
attain the force level and force structure determined by the National 
Security Council—and when you say that, you say by the President— 
through the withholding of funds or other financial actions within the 
limits of the funds made available by the Congress? 

Mr. McNett. The answer would be that I endeavor in every way 
to carry out the basic plans and basic policies. In carrying out those 
things with their goals, with their scores of items, that comes down 
to those elements which are largely matters of opinion, judgment, 
whether they are required to carry out the objective. If something 
looks doubtful, I would certainly feel it my duty to see that the Sec- 
retary of Defense was informed, even though my view was different 
from perhaps that of any proponent from any of the services; then 
that would be his decision. 

Senator Syminaton. But you conceive your job to be that of 
assisting the three services—the Army, the Navy, and the Air Force— 
to obtain all the money that Congress has appropriated to be used for 
purposes Congress has been told the money was needed for; is that 
correct? 

Mr. McNett. That is not quite correct, because we must follow 
the policies of the Commander in Chief, the directions of the Com- 
mander in Chief—and remember, there are lots of clear-cut items, 
but these are not all clear-cut items—frequently there is question as 
to whether a facility is necessary or not, or whether a certain quantity 
of material is necessary to carry out the program—and you have honest 
differences of opinion that somebody finally has to make a decision on. 
It can be for an extra thousand missiles or an extra thousand rounds 
of ammunition that might be necessary in mobilization reserves. I 
would certainly bring that up and see that it was determined. 


REPORTING PROGRAM CHANGES TO CONGRESS 


Senator Syminecton. If you then recommended a reduction in a 
program approved by the Congress, would you believe it to be in 
order for the Secretary of Defense or the administration to promptly 
notify the Congress about it? 

Mr. McNett. We have made a practice of reporting to the Appro- 
priations Committees regularly any program changes. In fact, it is 
one of the requirements that we must file such a report if the program 
substantially differs from that planned. 

Mr. Symineron. In the light of that background, I would like to 
ask some questions about the 1957 and 1958 budget sheets, as well as 
about some directives which have recently had some publicity, and 
which we have already discussed at some length here. 
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1957 FORCE LEVELS OF AIR FORCE § 
Air 
These directives were issued after your hearings before the House, } 
and, although the House is a most important part of the money. $37 
raising function of the Government, this committee has the right and 
duty to know what is going on. Now, I would like to know what , 
basis of force levels was decided for the Air Force as a basis for the B 
1957 budget. tiv 
Mr. McNet.. I believe the manpower strength was for an end yes 
strength of 936,000. ; 
Senator SymineTon. 936,000 people? ex] 
Mr. McNett. Yes. : 
Senator Symineton. How much obligational authority, and what th 
expenditures estimates, were submitted by the Air Force for fiscal 
year 1957 to support and maintain those force levels? 
Mr. McNer. Would you mind repeating that question? , 
AIR FORCE REQUEST FOR 1957 FUNDS oo 
Senator Symineton. How much new obligational authority and wi 
what expenditure estimates were submitted by the Air Force for fiscal m 
year 1957 to support and maintain those force levels? sel 
Mr. McNett. I assume you mean initially submitted to the we 
Secretary of Defense. 
Senator Symineton. Right, and I am including the wings as well gr 
as the people. You say 936,000 people. What was the wing structure 
at that time. of 
Mr. McNett. For 1957, sir? ex 
Senator Symineton. Right. 
Mr. McNett. It was 137 wings, and the men, as I mentioned a ce 
minute ago. That is the request for 1957, as initially submitted. 
Senator Symineron. It was $21 billion plus, was it not? qt 
Mr. McNeit. That was this year, sir. I believe 1957 was $18,881 
million. 
Senator SyMINGTON. $18,881 million? fo 
Mr. McNett. Yes. 
Senator CHavez. Will the Senator yield? 
Senator Symrneron. I will be glad to yield. 
Senator Cuavez. It will be necessary for me to leave the committee 
room now, so Senator Ellender is going to preside. t 
We will meet again at 10 o’clock in the morning to hear Secretary r 
Quarles. 
You will be available again on Thursday, will you not? 
Mr. McNutt. Yes, sir. $ 
Senator Cuavez. Thank you. tl 
AMOUNT SUBMITTED BY PRESIDENT a 
Senator Syminecron. What obligational authority and what ex- n 
penditure estimates were submitted to Congress in the fiscal year 1957 
budget with these force levels? I 
Mr. McNett. The President submitted a request of $16,518 million. I 


Senator SyMINGTON. $16,518 million? 
Mr. McNett. Yes. 
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Senator Symineron. That is two billion three under the original 
Air Force request, is that not right? 

Mr. McNett. Yes, there was later a supplemental request of 
$376 ,500,000. 


CEILING ON EXPENDITURES 


Senator Symincron. Was the ceiling on the expenditures objec- 
tive set for the Department of Defense for the Air Force in the fiscal 
year 1957? 

’ Mr. McNett. No, you could not call it a flat ceiling, but rather 
expecting to get our programs within a certain ball park type of area. 

Senator Symrnaton. What was the size of that ball park, roughly, 
the amount which was submitted? 

Mr. McNetz. About $36 billion. 

Senator Syminetron. About how much? 

Mr. McNett. $36 billion. 

Senator Syminaron. I mean for the Air Force. 

Mr. McNett. It was not, as far as the Department of Defense was 
concerned, broken down. It is really an overall total, and then 
within the building, by session after session, based on the recom- 
mendations of the Joint Chiefs of Staff as to the functions of all the 
services, the equipment plans, the inventories, the amount was 
worked out to be as nearly equitable as people could possibly do it. 

Senator SymincTon. A ball park usually consists of bleachers and 
grandstands in one area and the infield and the outfield in another. 

You could not have an overall picture unless you had a breakdown 
of the field. Let’s call the Air Force the outfield. What was the 
gga for the outfield in this period? 

Mr. McNet. On the budget itself, if you are working under a 
ceiling, then that would be the statement of the force. 

Senator SyMINGTON. So all of that we have covered in the previous 
question? 

Mr. McNett. Yes. 

The next step has to be taking that and providing for the planned 
forces and the military personnel. 


LIMITATION ON AIR FORCE EXPENDITURES 


Senator Symincton. What was the expenditure limit, say, the plus 
and minus, if there was a min-max on—what was the limit from the 
Department to the Air Force, the maximum amount that the Air 
Force, could spend in fiscal year 1957? 

Mr. McNetu. The estimate of expenditures in the budget was 
$16,535 million. Later that was revised upward, partly because of 
the supplemental request that was presented, to $16,950 million. 

Senator Symineron. When was the first figure established, roughly, 
and when was the second figure established, roughly? 

Mr. McNett. The first figure would have been in the budget 
message which would have come up here in January 1956. 

The second figure would be in August 1956. That is in the Midyear 
Review of the budget issued by the Director of the Bureau of the 
Budget. 

Senator Symineton. Was the first figure submitted to the Congress, 


or was the Congress informed of those expenditures? 
Mr. McNet. Yes. 
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Senator Symincton. How about the second figure of sixteen billion 
nine? 

Mr. McNuiz. That was issued in the August review. Congress 
would have, I think, recessed by the time the total of $16,950 million 
was given. 

I might say that the $16,535 million was based on the initial request 
which I mentioned earlier. 

Senator Symineton. From whom to whom? 

Mr. McNetu. From the President to the Congress. Then later— 
I believe it was about May it was presented, or perhaps it was in 
April—was a supplemental request for the Air Force of $376,500,000, 
which probably would affect expenditures somewhat in 1957, and 
those things were undoubtedly taken into consideration in the an- 
nouncement of the director of the Bureau of the Budget of $16,950 
million figure. 

Senator Symrneron. Was it your judgment at that time that the 
expenditure limit could be maintained? 

Mr. McNeru. Some individuals thought it was too low; some indi- 
viduals thought we could make it. 

Senator Symrneron. What did vou think? 

Mr. McNet. I thought it wou!d be tight. I thought that it would 
be difficult to achieve. 


EFFECT ON FORCE LEVELS 


Senator Symrneton. Could it be maintained, in your opinion, with- 
out adverse effects on the force levels, or force structure, set forth by 


the National Security Council and presented to the Congress? 

Mr. McNett. As I mentioned a minute ago, I thought this would 
be a difficult figure to achieve, and I thought the expenditures would 
be somewhat higher than that figure. 

Senator Symrinacton. What was the reason for that? 

Mr. McNett. As to the effect of $200 million a year, or $300 million 
a year or $400 million in a year on expenditures, no one could say that 
expenditures of that importance, of that much more or that much 
less would not affect a program. It would. 

Whether it affected it so seriously as to really have serious conse- 
quences, would be a little hard to determine. 


REASON FOR ERROR IN ESTIMATES 


Senator Symurneron. What was the reason for the error in the 
estimate, in your opinion? 

Mr. McNett. I believe a number of reasons. 

First, there has been an effort to keep expenditures within revenues, 
and to have some surplus, and the director of the Bureau of the 
Budget thought the expenditures wou!d be $36 billion. Our initial 
estimate and the estimate for the whole Department of Defense, was 
about $36,700 million which seemed to be a fair measure of how the 
program could be carried out. The Bureau of the Budget believed 
it would be less, as they did the year before, when our estimates were 
$35,750 million, and they included $34 billion in the budget document, 
as you might recall—it turned out to be $35,780 million, so our estimate 
was pretty good the year before. 
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But they thought that there were enough things that could be done 
in Defense—I am certain they thought without jeopardizing the 
essentials of the program—to keep the expenditures to $36 billion. 

As we went along, the Army, the Navy, and the Air Force were 
probably organized a little better to do business earlier in the year, 
and therefore a higher percentage of obligations were created in the 
first half of the year than what was normal, or what had been the 
practice in the past. 

Senator Symincton. You will agree, will you not, that if you all 
send a program to the Congress, and the Congress approves it and it 
goes to the people based against what possible enemy strength is, 
and then you put the program in a fiscal straitjacket by not appro- 
priating enough money to carry it out, you are not really presenting 
the program that you are telling the people you are presenting. 

Is that a fair statement? 

Mr. McNet. I think that is a fair statement, and I think that the 
program should be presented so that the new obligational authority 
set forth and the carryover we have to apply against it, and so on 
should be the best that human beings can present. 

Senator SymineTon. I understand, Mr. Secretary, as I follow your 
remarks, that this fiscal straitjacket which you say you yourself 
figured was tight was imposed at the Bureau of the Budget level; is 
that correct? 

Mr. McNetu. That was not a rigid ceiling. 

If you adopt a regular or a mandatory ceiling, we could not have 
_ what we have spent this year, which will run to around $38% 
billion. 

We would have been limited to the $36 billion which was in the 
budget document. 

However, because of assurances by Navy, Army, and Air Force 
that these estimates, while they were tight, might be possible of 
achievement, the $36 billion was used. 

Senator Symincton. You say in your statement that we have been 
informed that these expenditures “must not substantially exceed” and 
so on. 

Mr. McNett. That is for 1958, sir. 

Senator Symincron. I am not much on definition of how rigid a 
ceiling is or is not—but are you saying that the Bureau of the Budget 
is saying you must try to live within this figure? Is there a difference 
in rigidity you are talking about now? 

Mr. McNett. Yes. sir. 

Senator Symineton. So from here out the programs presented by 
the President to the Congress really do not mean much, do they? 

Mr. McNett. I think they do. 

Senator Symineton. If you feel that the amount of money is as 
you have already testified, and that expenditures must be held down, 
and that is the chief reason for these directives, what you are really 
saying is you are not going to let the Department of Defense have 
the money necessary to implement the program. 


RIGIDITY OF 1958 CEILING 


Mr. McNetz. It does not move quite that way, sir. There is no 
question that the—well, I might call it a ceiling, is much more rigid 
for 1958 than it was in 1957. 
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Senator Symineton. But whether it is more of a ceiling, or less of 
a ceiling, said ceiling prevents you from meeting the program yoy 
have asked for, and the Congress has approved after meeting with 
the Joint Chiefs of Staff. This is a ceiling which nullifies the program 
that the Joint Chiefs approved and presented to the Congress, which 
also approved. It was our understanding that this program we were 
going to have for our national defense; is that not right? 

Mr. McNetu. I would like to make one comment before that, sir, 

Under that situation, Secretary Wilson asked the Army, Navy, and 
Air Force to lay out their plans, as I pointed out in the statement, and 
also discussed today, when those plaus were submitted, he would 
carefully go through them and see what they meant, and see what the 
effect of them is. 

Senator Symineron. You are talking about the 1958 budget? 

Mr. McNett. Yes. Maybe we can do it in 2 or 3 weeks, but my 
guess is a month because in some of this you get into a great many 
phases of problems. 

Senator Symrnaton. You are talking about the last paragraph in 
that May 22 directive? 

Mr. McNett. Yes. 

The effects, no matter what they are, assume for a moment they 
were minor, would be discussed across the river, and if they are sub- 
stantial, it is conceivable that the tentative expenditure ceiling, as I 
will call it, could be changed. 

Senator Syminaton. Mr. Secretary, do you not see what all this 
is doing to your possibilities of recovering the House cuts in the 
Senate? 

Mr. McNett. Perhaps selfishly we ought to keep everything quiet 
until everybody went home; but we have been trying to operate just 
as rapidly as possible and at the time appropriate to do this. We 
should do this before we embark upon another year’s program, 

Senator Symineton. Yes; but there is this $3 billion to $3% billion 
you are taking from the Air Force, while at the same time you are 
asking for a reclama of most of the $669 million. 

Does that not make your position a little tricky from the standpoint 
of whether we should feel you really need the money? 

Mr. McNet. It makes it complicated to explain it, but I did not 
feel there is anything “‘tricky’”’ about it. 

Senator Syminaton. I did not use the word that way at all. 

Do you not think it makes it difficult for us to believe you really 
need the money? 

Mr. McNett. Certainly. 
Senator SyminctTon. I am glad to hear you say that. 


ADJUSTMENT OF LEAD TIME 


Mr. McNett. I would like to add at this point that, to the extent 
we have an item on order where the lead time is too short for good 
management operation in a company’s plant, I think that lead time 
should be extended. 

I do not mean to give him a big backlog, but just enough to give 
a good, smooth, orderly process. 

If that lead time is too short now by, let us say, 1 month, we should 
have enough obligational authority to put behind that lead time so 
that it could be extended to 16 months rather than 15 months, and 
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that would not necessarily at that moment change the monthly rate 
of expenditures at all. 

Senator Symrncron. It would compound your 1958 problem, of 
course. 

Mr. McNett. No; I do not think it would. 

Senator Symineton. If you are going to extend it 1 month, and 
thereby put it in 1958 instead of 1957, you are certainly going to need 
a lot more money. 

Mr. McNei. But I think if you financed the item which you are 
buying through the obligational authority, it would be there to finance 
it for a reasonable lead time into the next year. 


ERROR IN MAINTENANCE AND OPERATION ESTIMATE 


Senator Symineton. Who is responsible for the error which caused 
a curtailment of the Air Force operation and maintenance funds dur- 
ing the fourth quarter, which, as we know, decreased their combat 
readiness? 

Mr. McNett. Maintenance and operation funds are one of the 
difficult budget items to handle. I think that is true within a bureau 
or a department or the Congress. Maintenance funds were increased 
quite substantially in 1957 over the previous year. 

As a result, if funds are short by 5 percent of a desirable rate or 
level of operation, you have two choices: either to tighten the belt a 
little for 12 months, or have it not quite so tight for 11 months and 
real tight in the last one. 

It is a good question. You are not desperately short if in the be- 
ginning you manage your resources to last 12 months. We have all 
got that problem at home. 

Senator Symineton. On maintenance and operation, you will 
agree with me that it should not be curtailed, to the point where we 
have a lot more accidents, you just should not fly people if you do not 
have the money to train them to fly properly. 

Mr. McNett. I agree. 

Senator Syminetron. And not if there is danger through improperly 
maintained equipment. 

Mr. McNett. I agree, and I have two sons flying. 

Senator Symineron. I am glad to hear it, because in Germany in 
April, they were frank that they did not have enough gasoline to 
maintain proper flying standards and that worried me a great deal. 

How much of the obligational authority granted by the Congress 
in the fiscal year 1957 have you this year? 

Mr. McNett. If I understand your question correctly, sir, the 
amount for direct obligation in the Air Force represents $17,927 
million total. New obligational authority provides $17,687 million 
in new funds, counting supplementals and the amount added by 
Congress. 

Senator Syminaton. Still talking obligations? 

Mr. McNett. No, sir; new obligational authority provided by the 
Congress, including the supplemental we asked for. 

Senator Syminaton. Right. 

Mr. McNet. Plus the $800 million or $900 million which was not 
requested by the President, but the total is $17,687 million, after the 
$250 million deduction based on that order——— 
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Senator Symrnetron. Let us not put that in. Let us just take the 
Department of Defense. 

Mr. McNer. Assuming that there were $17,927 million for the 
obligational plan for the Air Force this year, if the $250 million had 
been left in, it would be $18,177 million. 

Senator ELLENDER. How much of that is new money? 

Mr. McNett. $17,687 million. 

Senator ELuenpeER. For 1958? 

Mr. McNett. For 1957. 

Senator Symrneton. How close are you going to come on that, 
Mr. Secretary? 

Mr. McNer. I would say very close. General Bogart might be 
able to give it much more specifically, but except in one account, I 
believe it is pretty well obligated. 

General Bocarr. Yes, sir; we will be very close to that. We 
could obligate considerably more. 

Senator Symrnetron. What was that? 

General Bogart. We will be very close to that. We could obligate 
considerably more. 

Senator Symincton. Why don’t you if you could? 

General Bogart. Because we have the directive not to. This is 
this $250 million directive. We have issued instructions that we 
will not. 

Senator Symineton. Then that will affect the program; will it not? 

General Bocarr. Actually, in a case like this we do not know 
actually what the effect of that is, but it does cause us to push obliga- 
tions over into the next fiscal year. 


POSTPONEMENT OF NEW PROGRAMS 


Senator Symineron. In other words, you are postponing new 
programs because of the fiscal decision that has been applied against 
the Air Force by higher authority? 

General Bocarr. Postponing the contracting against it. 

Senator Symineron. Mr. Secretary, who was responsible for the 
issuance of the May 22 directive? 

Mr. McNett. Secretary Wilson. 

Senator Symincton. Was it his idea or was it your idea, or whose 
idea? 

Mr. McNett. It was his idea. 

Senator SymineTon. It was his idea? 

Mr. McNett. Yes, sir. 

Senator Symineron. Was the Congress informed about this direc- 
tive until it was discovered recently by this committee? 

Mr. McNeu. No; I do not think so. 

Senator SyminecTon. Will you identify the gentleman next to you? 

Mr. McNet. He is Mr. Lehrer on my staff. 

Senator Symineron. What is his position? 

Mr. Lesrer. I am Director of Economic and Fiscal Analysis 
Division. 

Senator Symineron. Are you the gentleman who goes over the 
transcripts of the hearings? 

Mr. Lenrer. That is one of my duties. 

Mr. McNett. Well, in the first place, the order was issued on the 
22d, and in that order we asked that, by May 31, Army-Navy-Air 
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identify the appropriations; and I would say on a formal basis, which 
J mentioned here today, and this was almost the first time we had 
an opportunity to submit it. 







APPROPRIATION COMMITTEES 





CONSULTATION WITH 








Senator Symineron. Now, before you issued this directive—it is 
now June 4, so we are past the directive deadline. Before you issued 
this directive, did you consult with the chairman of this committee, 
or Chairman Mahon or anybody? 

Mr. McNett. I have no knowledge of any discussions. There may 
have been, but I have no knowledge. 

Senator Symineton. Do you think it is normal, under our division 
of powers, to issue a directive like this to withdraw $500 million out 
of obligations, without taking it up with the proper committees of the 
Congress? t 

Mr. McNett. I perhaps am not the legal authority on the subject, 
but I believe it would be certainly within the powers of the executive 
branch to say “Don’t buy a certain quantity this month.” 

Senator Symineron. You do feel that the Congress has a right to 
look into this question of how you use the money we appropriate, do 
you not? 

Mr. McNeiu. No question about that at all, sir. 

Senator Symineton. Thank you. And you say the directive origi- 
nated with Secretary Wilson himself; is that correct? 

Mr. McNetu. Yes, sir. There were perhaps five people that par- 
ticipated in the actual drafting, after the idea was discussed. 

Senator Syminetron. I would like to say when it comes to division 
of powers, inasmuch as my distinguished senior colleague from Louisi- 
ana knows I am not a lawyer, he tells me that 44 years ago today he 
was graduated from law; am I correct? 

Senator ELLENDER. When he mentioned June the 4th, it reminded 
me of that day. 

Senator Syminetron. Is it true that this memorandum of May 22 
reduced the funds available by the Congress, so they could not be 
used to the extent of half a billion dollars during the rest of this 
fiscal year? 

Mr. McNet. That would be correct. 

Senator Symincron. Does this memorandum delay the ordering of 
needed equipment, and conflict with the previous statement of the 
requirements presented to the Congress? 

Mr. McNett. I do not like to hesitate on the answer to that ques- 
tion. Does it delay the ordering of equipment? Yes. 

Needed equipment? Unquestionably there will be some needed 
equipment among the total. Perhaps there are some of the items that 
will be delayed that are not material. 

Senator Symineron. Did this May 22 directive, also limit the use 
of obligational authority made available by the Congress for research 
and deve ‘lopment? 

Mr. McNer. No. Let me read that paragraph again. It was 
asked that each service not create obligations to the amount of $500 
million, and to make recommendations to him as to where they felt 
it should be done. 

Senator Symrneron. It says, “shall be reduced by the following 
amounts.”’ 
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Mr. McNett. Right. In other words, this reduction was to be 
taken in major procurement production, research and development, 
and military construction, in all of them or in any one of them. 

Senator Symineton. Do you think they would have all been taken 
in military construction and procurement? 

Mr. McNeru. No, but there was no requirement that it be taken in 
research, unless that were deemed the best place to do it by the Mili- 
tary Department. 

Senator Symrinctron. So what the record really says is: We do not 
care where you do it, so long as you do it? 

Mr. McNer. That, I think, is correct. Although I assume if 
something was presented on May 31 that he did not agree with, they 
might have discussed it as to whether this was the right or wrong 
thing to do. 


AVAILABILITY OF APPROPRIATIONS TO AIR FORCE 


Senator Symineron. Has all the money appropriated for the Air 
Force by the Congress for the fiscal year 1957 been made available 
to the Air Force? 

Mr. McNett. I will have to get the records here. 

Senator Symineron. Is not the theory that if you request it, and 
we appropriate it, you give it to the service in question? 

Mr. McNett. There may be some minor amounts under the finan- 
cial plan that have not been released. 

Senator Symincron. How much has been held back, then? Let me 
rephrase the question. 

Mr. McNett. I wonder if General Bogart has the figures? 

General Boaart. I think the amounts that are still in reserve against 
total availability—Is that what you are asking? 

Senator Symineton. Has all the money appropriated by the Con- 
gress for the Air Force in fiscal 1957 been made available to the Air 
Force, and, if not, how much has been held back? 

Mr. McNert. The answer to that question must be qualified be- 
cause in the financial plan presented as part of the hearings last year, 
there was some specifically set aside for obligation in later periods. 
Within the amounts that were in the plan, essentially all have been 
released. And General Bogart may have that. 





TOTAL AMOUNTS IN RESERVE 


Senator Symineton. Will you tell us the money, General, that has 
been held back? 

General Bocarr. I cannot answer that with respect to 1957 funds 
only, sir. We have $2,478 million in the aircraft and related procure- 
ment appropriation from all years funds which have not yet been 
apportioned. 

Senator Symincron. When you say “‘all years funds,”’ how far back 
does that go? 

General Bogart. That goes back to when we first started, sir. It 
goes back to 1948 funds, actually, of which there is still probably a 
million dollars available. 

Senator Symineton. Seventy-five percent of your two billion four 
or whatever it was—how far does that go back? Say $2 billion of it. 

General Bocart. I am afraid I cannot estimate that, sir. 
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Senator Symineton. Will you get the record and present it for the 
committee? 

General Boacart. Yes, sir. 

(The information referred to appears on p. 1359). 


FUNDS PLACED IN RESERVE BY BUDGET BUREAU 


Senator ELLENDER. May I ask a question there? 

Of this $2 billion you speak of, or a little over $2 billion—that has 
been obligated, has it not? 

General Boaarr. No, sir. This has been held by the Bureau of 
the Budget and has not been apportioned to the Air Force. 

Senator Symincron. Will you say that again, please? 

General Bocarr. It has not been apportioned to the Air Force. 

Senator ELLENDER. Is it appropriated? 

General Bocarrt. It is appropriated, but not apportioned, sir. 

Senator Symineton. Then that is what you might call Bureau of 
the Budget carryover funds, Bureau of the Budget unobligated 
funds; right? 

General Bogart. Well, they are our funds, sir, and we apply for 
apportionment for these funds, and they are released as approved by 
the Bureau of the Budget. That is part of their function. 

Senator Symineron. I understand that. But it is still an unobli- 
gated fund charged to the Air Force if the Bureau of the Budget 
does not release it, is it not? 

General Bocarr. That is right, sir. 

Senator Symrnaton. And we would not know, unless we asked at 
a hearing like this, whether you had it, or the Department of Defense 
had it, or the Bureau of the Budget had it. 

General Bogart. That is right. 

Senator Symineton. So these funds, as far as the Air Force is con- 
cerned, are lost, as far as being used? 

General Bocarr. As far as they are being used; yes, sir. 

Senator Symincron. How much do they total? 


TOTAL AMOUNTS RESERVED 


General Bocarr. The total, sir, that we now have in reserve and 
direct appropriations is $2,607 million. 

Senator ELLENDER. The amount that you just referred to, General 
Bogart, is it a part of the unobligated balances? 

General Bocart. That is right, sir. 

Senator ELLenpeR. And you say that is being retained by the 
Bureau of the Budget and has not been apportioned, although 
appropriated? 

General Bocart. That is correct, sir. It is reserved by the Bureau 
of the Budget for future use. Now, this is in accordance with the 
financial plan, of course. 

Mr. McNeru. And some part of this, as for example the spare 
parts to be bought later—neither the Air Force nor any other service 
would normally request apportionment until the year when they 
wanted to buy them. 

Senator ELLENDER. But it is within the plan and reserved for obli- 
gation at the proper time? 

Mr. McNett. That is correct, sir. 
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Senator Symineron. Is it not true that the Congress specifical} 
added $100 million to the Air Force budget for 1957, for “Research 
and development’’? 

Mr. McNett. That is correct. 

Senator Symineron. Is it not also true that the fact that this 
hundred million dollars had been added to the 1957 budget was used 
by the President in his budget message as a major reason for cutting 
the Air Force R. and D. budget for fiscal 1958 below fiscal 1957? 

Mr. McNatt. I do not think I can answer that question. 

Senator Symineron. Is there anybody here who can answer that 
question? General Bogart, let me repeat the question. 

Is it not true that the fact this hundred million dollars had been 
added to the 1957 Air Force budget was used by the President in his 
budget message as a major reason for cutting the Air Force R. and D, 
budget for fiscal year 1958 below 1957? 

General Bogarr. I believe it could be so interpreted, sir, | 
believe the statement was that we were holding 1957 and 1958 to 
an approximately level technical effort, and that was the reason for 
our 1958 request being low. 


EXCERPT FROM PRESIDENTS MESSAGE 
Senator Symincron. That is correct. As for offsetting the con- 


gressional actions for 1957 in the 1958 budget, the President stated— 


The new obligational authority needed for the Air Force procurement program 
for the fiscal year 1958 is less than it otherwise would have been because of the 
additional appropriations for this purpose voted by the Congress last year. 


I believe there is testimony that the same or a similar approach 


was used in “Research and development” also. 

Now, Mr. Secretary, do we understand correctly that, despite the 
congressional action on research and development for 1957, the May 
22 directive may curtail or delay the use of those funds? 

Mr. McNeit. It could if the Air Force selected that as the appro- 
priation; and I understand that they did not. 

Senator Symineton. Will you repeat that? I am sorry. There 
was a little noise. I could not hear it. 

Mr. McNett. The Air Force did not select that appropriation as 
one from which anything would be withheld. 

Senator Syminetron. Will you explain to the committee whether 
or not you were advised of any improvement in the world situation 
or in our defense structure which had not been anticipated and which 
prompted the issuance of this May 22 curtailment directive for all 
three services? 

Mr. McNett. I do not believe that I am a proper one or competent 
to answer that question, sir. 

Senator SymincTon. From the standpoint of your own personal 
knowledge? 

Mr. McNett. I cannot say to what extent, if any, that had any 
effect. 

Senator Symincton. Do you attend meetings of the National 
Security Council? 

Mr. McNett. Seldom. 

Senator Symincron. What was the reason for the May 22 directive? 
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Mr. McNet. Well, as we just discussed earlier today, essentially 
our rate of expenditures was going far beyond anything that had been 
forecast. And until the program could be reevaluated and we could 
get all the elements put together and laid out in a plan, it was the 
decision just to slow down buying to get the whole situation sized up 
and get all the evidence on the point. 

Senator Symrneton. To slow down? 

Mr. McNett. Until you could work out a plan in which the pro- 
gram, the obligational authority, and the expenditures, were some- 
what in line with the objectives of the administration. 


EFFECT OF MAY 22 DIRECTIVE ON FORCE LEVELS 


Senator Symineton. What do you consider its effect will be—this 
May 22 directive—on the force levels and defense strength of each of 
the three services? 

Mr. McNett. I do not believe it would have any immediate effect 
on the force levels. It could have some effect on modernization of 
certain items in 1 or 2 years bence. 

Senator SymineTon. Is it true that prior to the issuance of the 
May 22 directive or memorandum the production schedules had been 
adjusted downward for the Air Force in B—52’s, KC-135’s, three of 
our most modern fighters, C—133 airlift, air transport planes, and 
several of our missiles? 

Mr. McNett. That is true, I cannot just from memory identify 
all the items, but that is true of some of them at least. 

Senator Symineton. Well, is there anybody here from the Air 
Force who could identify them? 


Is it true that prior to the issuance of the May 22d memorandum, 
the production schedules had been adjusted downward for the Air 
Force in B—52’s, KC-135’s, three of our most modern fighters, C—-133’s, 
and several of our missiles; is that correct? 

Is there anybody here to speak for the Air Force? 

General Grerrity. [ am General Gerrity. 

That is correct, Senator Symington. 


FISCAL CONSIDERATIONS INVOLVED 


Senator Symincron. Mr. Secretary, were fiscal considerations 
involved in these decisions, or did the Air Force commanders find 
that they did not need these modern weapons systems in such quantity 
80 soon? 

Mr. McNett. I cannot answer as to what was in the minds of all 
those that made the decisions, but there is no question that the fiscal 
problem had a big part to play in it. 

Senator Symineron. Well, may I ask the question, and if necessary, 
anybody from the Air Force can identify himself and answer it: Were 
fiscal considerations involved in these decisions for reduction, or did 
the Air Force commanders find that they did not need these modern 
weapons systems in such quantity so soon? 

General Asensio. I am General Asensio, Comptroller, and I would 


say that the fiscal decisions were a governing influence in the adjust- 
ment, sir. 


Senator Symineton. Thank you. 


92576—57——-31 
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AVAILABILITY OF REIMBURSEMENTS FOR PROCUREMENT 


Mr. Secretary, are reimbursements for military assistance procure. 
ment a source of procurement funds for the Air Force? 

Mr. McNett. Yes, sir. 

Senator Syminetron. Are these reimbursements counted upon in 
the amounts of money the Air Force can spend in any given year? 
Mr. McNet. Well, it is difficult to answer that question ‘‘yes” or 


*no.”’ 


EFFECT OF REPRICING OF MILITARY ASSISTANCE PROGRAMS 


Senator Symineron. Let me give you another question that bears 
on it: Is it a fact that arbitrary repricing of military assistance pro- 
grams had the net effect of reducing funds available for our own Air 
Force expenditure in aircraft and related procurement by an amount 
in the order of $175 million in the fiscal year 1957 alone. 

Mr. McNet. No, sir. I would say that after certain prices had 
been in effect and agreed upon and money allocated for military 
assistance, approximately $175 million or $180 million additional was 
transferred to the Air Force to settle a repricing claim. That was 
for the F-84. 

Senator Symineton. Are you sure of that? 

Mr. McNet. Yes, sir. I would be glad to provide additional 
information on that, because that is a rather complicated case, has a 
long history, and is not one of the bright pages in history for anybody 
concerned. 

Senator Symineton. My question was, Is the amount of our Air 
Force reduced to $175 million due to repricing of military assistance 

rograms? And you say it not only was not reduced to $175 million, 
but the amount was actually increased to $180 million; is that correct? 

Mr. McNetu. That would be correct. Over any amounts contem- 
plated in any of the prior years for the same production. 

Senator SymrneTron. I am talking about in the fiscal year 1957. 
That is the year we are talking about. 

Mr. McNem. All right. In 1958, 1954, and 1955, there were cer- 
tain prices. 

Senator SymrneTon. I am only asking about 1957. 


PRODUCTION OF F-8& AIRCRAFT 


Mr. McNett. But this is a problem that goes back to 1950, 1951, 
1952, 1953, 1954, and 1955. And that was for the production of F—84 
aircraft for the military assistance program. There were certain 
prices for those aircraft established. Later on, it was found that the 
prices had changed. Then it became a question of who got first and 
more costly airplanes? Should the Air Force, which took the first 
airplane, be charged the high starting cost, or the cost of the first 
limited quantities, because the military assistance did not get any 
aircraft until after about the first 1,100 had been delivered to the 
Air Force. 

Military assistance was charged the average cost for that type of 
aircraft, but they did not get them until later. The final decision to 
try to work it out actually gave the Air Force some $180 million 
more than the Air Force could have planned on in 1954, 1955, or 
1956. In early fiscal year 1957, they asked for some $351 million, 
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retroactive to 1950. In the meantime, the military assistance funds, 
which lapse each year, did not have the money to pay, because they 
did not have any idea the price would be that high. i finally worked 
that out and gave the Air Force $175 million more than planned, 
which was $176 million less than they would like to have Ror: 

Senator Symineton. That is a very clear explanation. Is it cor- 
rect that the May 22 directive is an additional curtailment of about 
a quarter of a billion dollars for the Air Force over and above the 
production schedule shrinkages that we have referred to? 

Mr. McNutt. I believe that that would be correct. I do not know 
that you could identify it just that clearly, but on the whole it would 
be a program reduction beyond actions which previously had been 
taken. 

Senator Symineton. Now I have some more questions here, but 
do not want to keep you too late. I jump, therefore, and retain the 
privilege of asking some of these questions later. 

Senator ELLENDER. May I suggest to my good friend from Missouri 
that Mr. McNeil can be back on Thursday. 

Senator Syminecton. I will just ask a couple now, if I may, Mr. 
Chairman. 

Senator ELLENDER. And tomorrow we will hear Mr. Quarles and 
Mr. Douglas. 

Senator Symincton. I would like Mr. McNeil until we finish the 
questioning of him. 

Senator ELLENDER. He cannot be here tomorrow. Senator Smith 
desired to have Mr. Douglas. So we can put that over a few days, 
unless you desire to have Mr. Douglas here tomorrow. 

Senator Syminecton. No, sir; I do not. 

Senator ELLENDER. Proceed, Senator. 

Senator Symincton. Thank you, Mr. Chairman. 


1957 BUDGET FORCE LEVELS 


Now, Mr. Secretary, let us turn to the fiscal year 1958 budget. 
Can you tell the committee what the force levels were determined 
to be for the Air Force as a basis for the 1958 budget in men and in 
wings? 

Mr. McNew. In manpower it is 925,000, and 128 wings. 

Senator Symineron. Those 128 wings included 4 wings that had 
not been considered wings before plus 1 wing of Matadors, did they 
not? 

Mr. McNet. That is correct. 

Senator Symineron. How much new obligational authority, and 
what expenditure estimates, were submitted by the Air Force for the 
fiscal year 1958, to support and maintain those force levels? 

Mr. McNerm. The submission by the Secretary of the Air Foree— 
$21,070,000,000. 

_ General Cattanan. I am General Callahan, Assistant for Program- 
ing. 

Senator ELLENDER. Proceed, General Callahan. 


NEW OBLIGATING AUTHORITY REQUESTED 


General CattanAn. The amount of new obligating authority that 
was requested in the President’s budget was $17,746,000,000 in con- 
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nection with the program for 128 wings and personnel strength of 
925,000 at the ud of fiscal year 1958. 

Senator Symincron. What was the new obligational authority for 
those force levels? The 21 billion was for higher force levels; is that 
correct? 

General CALLAHAN. That is correct, sir. 

Senator Symrneron. By the Secretary of the Air Force to the 
Secretary of Defense? 

General Cauttanan. The $21 billion was the amount of new obligat- 
ing authority which was requested in connection with a program 
which was identified as the minimum essential program. It was a 
request placed or directed to the Secretary of Defense by the Seere- 
tary of the Air Force, supported and recommended by the Air Foree 
Chief of Staff. 

Senator Symineton. And what were the expalnations given for 
cutting the Air Force recommendations for funds in fiscal year 1958 
for these force levels? 

General CaLLtanan. I am sure that fiscal considerations went into 
that, sir. There was, however, the question of the number of B-52 
heavy bomber wings which would be provided. And that was the 
largest single item, specifically the number of B—52’s, and the KC—135 
tanker aircraft in support of them, which was represented as the dif- 
ference between these two programs. 

Senator Symineton. Mr. Secretary, again, do you not think it is 
fantastic for the administration to come up to the Congress to try to 
get restoration of the House cuts, at the very same time you have 
issued a memorandum saying in effect you do not need the money 
you already have on hand; in fact, you want to spend less? 

Mr. McNet. No. I think the appropriations in 1957, plus the 
request for 1958, are necessary to finance a program which even then 
would run $38 billion, or a little more, in expenditures. 

Senator Symineton. Now you have been advised in detail, or have 
you have been advised in detail, of the impact of the May 22 directive 
on the combat forces in the Air Force? 

Mr. McNett. No, sir. 


EFFECT OF DIRECTIVE 


Senator Symincton. Here is what I understand this directive would 
mean. 

First, it would mean the elimination of one of our newest all-weather 
fighters, the F-106—as important to the defense of the country as 
any other plane. This airplane is designed for round-the-clock 
protection of the Nation against the new Soviet bombers. Next, it 
would amount to a substantial reduction of F—104’s, another of our 
newest fighters. Next it would mean a substantial reduction of 
F-101-B’s, an all-weather long-range fighter. And then a substantial 
cutback of the F-105, one of our newest and best tactical fighters; 
not only important here at home but also to the areas where Americans 
are stationed overseas. 

And next the elimination of an entire wing of C—130’s which, as 
you know, is a tactical aircraft, a new and modern airlift transport, 
sorely needed if we are to be able to move our forces quickly and 
effectively against the peripheral threats that have plagued the free 
world. 


—or ©. 
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Next it would slow up the KC-—135’s; some of us have been on the 
record for months that the production schedule on this plane was 
already too low. It is the only modern jet tanker, and vital to our 
security. If this production was further reduced it would literally 
gut part of our strategic retaliatory capacity, which the President has 
often emphasized, in his opinion, was the most important deterrent 
to war. 


B-58 SUPERSONIC BOMBERS 


Now, we have all heard a lot, Mr. Chairman, about the B-58. 
It is the Nation’s first supersonic bomber. This year it is scheduled 
to fly twice as fast as any other bomber the free world ever flew 
before. Tests of this plane have been promising. It is counted 
upon in our strategic force and has been represented as the reason 
why this Nation might, with safety, reduce the planned production 
rate of B—52’s. 

Under this directive in question, I understand the Air Force would 
not be able to purchase a single B—58 with fiscal year 1958 funds. 


IMPACT OF DIRECTIVE ON MISSILE PROGRAM 


If these cuts in the planned aircraft force upon which this Nation 
depends for the prevention of war are not convincing enough, here is 
the impact on our program of the newer weapons, the waleellon which 
I am told about. 

I understand this directive would require the cancellation of the 
Snark, an intercontinental subsonic missile which could be in opera- 


tion in months, not years. It would involve the cancellation of the 
Navaho, an intercontinental supersonic missile. It would involve 
the cancellation of the Rascal, a tremendously important air-to- 
ground missile to be launched by bombers. It would involve the 
cancellation of a newer missile, comparable to the Rascal, but with 
greater range, and therefore with less danger to our bomber crews. 
It would involve the cancellation of the Matador, a proven technical 
missile, one I saw recently, ready to go in Germany, and one import- 
ant to our own troops in the overseas area. It would involve the 
cancellation of the Faleon missile, a missile of proved merit now in 
production and planned for the 106 fighters 

If this summary is correct, Mr. Secretary, do you believe the impact 
I have outlined would be in the best interests of this Nation’s defense, 
at a time when it is becoming more and more apparent we are the 
sole remaining real bulwark against the forces of communism. 

Mr. McNett. Was that supposed to be the effect of this? 

Senator Symineton. The effect of this 7200.4; yes. 

Mr. McNet. Then we are really in bad shape with respect to 
partial funding. 

Senator Symrneton. Well, if these statements are true, you would 
agree that the directive is wrong; would you not? 

Mr. McNetu. No; I would agree that we ought to come up and 
ask for additional appropriations—I do not know what the price tag 
would be on that—or change the program, or a combination of the 
two. 


Senator ELLENDER. You would have to ask for many more billions; 
would you not? 
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Mr. McNem. I just do not know as to the specific effect of all of 
those things. 

Senator Symineton. Is there anybody here who could speak for the 
Air Force? I have been told that this would be the effect of this 
7200.4 directive, based on the interpretation in the Air Force. Does 
anybody care to comment on that? 

General Asensio. There has been no definitive analysis, and there 
has been no determination of interpretations, where interpretations 
are possible, in the directive. There has been no delineation of 
exceptions and no specific request for exceptions by the Air Force. 

Senator Symrnetron. That is obvious. 

General Asensto. So that I would say that, perhaps if the most 
drastic interpretation were put on every element of the directive, with 
no exceptions whatsoever, perhaps the result might be in the degree 
indicated by you, but I do not really know. 

Senator Symrneton. Is there anybody here from Plans? 

General Gerrity, is there any merit in this? 

General Grerrity. If you follow the interpretation General Asensio 
placed on it, in other words, a very strict interpretation, without say- 
ing that. those specific things would happen, those are the kinds of 
things that might have to happen, if no exceptions were granted. 

Senator SymineTton. In other words, if you adopt this directive, 
as you understand it, and as the Air Force understands it, it would 
have a major impact against our ability to procure modern weapons, 
far beyond the reclaimer effort being made by the Department of 
Defense today against the House reduction. 

General Grrrity. That is correct. 

Senator ELLENDER. Would the Senator permit me to ask one 
question there? 

Senator Symineron. I am glad to yield. 

Senator ELLeNnpeER. If, as Senator Symington states, these programs 
would be retarded and not put into execution, would it not be necessary 
for the Air Force to come before the Congress for new obligational 
authority? 

Mr. McNetu. Yes. That would be one aspect. 

Senator ELLENDER. In other words, the Air Force let contracts 
for sums beyond the amount appropriated or made available for the 
particular end item? 

Mr. McNet. That was the way it appeared, sir. 

Senator ELLENDER. And that was the reason for the directive 
issued by Mr. Wilson. 

Mr. McNet. That is correct; and to be sure that there were 
uniform practices in all the services. 

Senator ELLENDER. Yes; exactly. 

Senator Symrneton. I have one more group of questions. 

Mr. Secretary, is it true that the Air Force program presented to 
the Congress and presently under consideration by the Appropriations 
Committee of the Senate was agreed to by the Office of the Secretary 
of; Defense? 

Mr. McNett. I missed the first part of that, sir. 

Senator Symineron. Is it true the Air Force program presented to 
Congress and presently under consideration by the Appropriations 
Committee of the Senate was agreed to by the Office of the Secretary 
of Defense? 
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Mr. McNet. Yes. I think in the discussions in December, which 
were long and lengthy 

Senator Syminetron. Did you participate in the discussions that 
led to this agreed program? 

Mr. McNet. In most of them. 

Senator Symrneron. Has the Air Force increased its program since 
that time? : 

Mr. McNett. I do not know that they bave on major items of 
equipment; no. On items of lesser significance, I cannot answer. 


USE OF PREPRODUCTION AND LONG LEAD TIME 


Senator SymineTon. Is it true that the Air Force for a number of 
years used preproduction and long lead time component procurement 
as a method of reducing lead time? 

Mr. McNett. Yes. 

Senator Symrineton. This method of financing has been thoroughly 
explained to the OSD and the Appropriations Committee of Congress 
and has been agreed to by those agencies; is that not correct? 

Mr. McNett. Yes. 

Senator Symrinctron. The anticipated recoupment was used as a 
normal method of financing the Air Force program in previous years; 
is that right? 

Mr. McNett. Recoupments or deobligations are always taken into 
account in all services. 

Senator Symineton. Then the answer to that is “‘Yes,’”’ Is it true 
that these anticipated recoupments were agreed to by OSD as a 
method of financing the fiscal year 1958 program now under considera- 
tion by this committee? 

Mr. McNett. I could not say yes to all of that, because it was not 
clearly understood that as much of the program would not be financed 
in full as now appears to be the case. 

Senator Syminaron. Now let me read the question again, and then 
I want to hear the answer again. 

And I know that Senator Ellender is interested in this, because he 
has asked some questions about it. 


FINANCING BY ANTICIPATED RECOUPMENTS 


Is it true that these anticipated recoupments were agreed to by the 
Office of the Secretary of Defense as a method of financing the fiscal 
year 1958 program now under consideration by this committee? 

Mr. McNet. Well, your other question involved really two ques- 
tions. 

Senator Syminetron. No; I really only asked the one question. 
You have answered the others. 

Mr. McNett. On recoupments, yes. I have said that they apply 
to all services wherever there are deobligations of any kind or descrip- 
tion. 

The identification of the recoupments, however, has to come during 
the following year. 

Senator Symrneton. Then why, now, does the Secretary of Defense 
issue a directive which would preclude the use of these previousl 
agreed upon financing procedures; and which would prevent the Air 
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Force from carrying out the fiscal year 1958 program already agreed 
to by the Department of Defense? 

Mr. McNuix. Well, now, does that refer to,recoupments? Does 
that question refer to recoupments? 

Senator Symineton. Yes. I understood it was eed that antici- 
pated recoupments would be agreed to as a method of financing the 
1958 program. 

Mr. MecNem. There is nothing that I know of in any directive that 
prevents the use of recoupments. 

Senator EttenpreR. Would the Senator yield at that point? It is 
done every year. For instance, you had a recoupment from foreign 
aid mutual assistance for 1957 of $234,400,000. 

Mr. MecNet. At times I get a little provoked when people take a 
directive and construe it as narrowly as possible and fight the problem 
rather than trying to work to fix it. In the case of recoupments, no 
one ever had any question about the use of recoupments or the appli- 
cation of them to a future buying program. 

Senator Eruenprer. Your total program for 1958, according to the 
justifications is $7,533 million. Vou request an appropriation of 
$6,200 million and the balance of the financing will come from re- 
coupments and reimbursements. 

Mr. McNetu. That is correct, and it is still true. And if recoup- 
ments are generated, there will be no diminution of the program for 
that reason. 

Senator EtutenpeR. Next Thursday when you appear before us, I 
will point out where some additional recoupments may be found. 

Senator Symrneton. But if you have to have the money on hand 
you cannot finance with recoupments, because you have not received 
the recoupments. And if you must have the cash, right there, you 
cannot use the recoupments; because you do not have them. You 
have to proceed to rebates, you might say. 

Mr. McNett. You cannot reobligate money until it is deobligated. 

Senator Symrneron. I know, and if the recoupment is deobligated, 
but they have not received it 

Mr. McNer. Then it is immediately available. 

Senator Symineton. Even if you have an expression of good will, 
that it is to be made available, you still do not have it. And under 
this directive you cannot use it. Speaking of being provoked, inas- 
much as the Air Force has broken its back to conform to your wishes, 
and to those of the Secretary of Defense, in shortening lead time, I 
think it most unfortunate they get this kind of a blast in the paper 
about flagrant violation of normal business practices. What they 
have done in this case is abnormally good business practice. 

If this directive will cause a reduction in the Air Force program— 
and I understand the reduction would be drastic—why was it issued 
over the protest of the Secretary of the Air Force, and without any 

rior examination in any detail of its impact on the Air Force program? 
s that because it acceded to the wishes of the Bureau of the Budget 
and the Treasury? 

Mr. McNett. No. 

I do not know how you run the business, except that when some- 
thing is under discussion for several weeks, and the Secretary dis- 
cusses it himself at some length on many different occasions, there 
comes a time when eventually a decision has to be made. 
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REQUEST FOR REVISED AIR FORCE PROGRAM 


Senator Symineton. Mr. Chairman, I close with this short com- 
ment. 

This committee cannot evaluate the Air Force program currently 
being presented without knowing in detail the impact of the reductions 
caused by this directive. 

Therefore, I believe it essential and request, Mr. Chairman, that 
the Secretary of Defense either rescind this directive or present to this 
committee, promptly, a revised Air Force program and force structure 
which meets the limitations imposed by the Department of Defense 
Directive 7200.4; and the same with respect to the directive of 
May 22, in order that the Appropriations Committee can properly 
fulfill its obligations to the Senate and the American people, and 
not be placed in a position of having its actions circumvented by an 
administrative order from the Department of Defense, which in- 
validates the Air Force program presented by the Department of 
Defense to this committee. And 1 say without reservation that air- 
power defense in this country, it is now obvious, is being tailored to 
meet fiscal objectives without regard to military requirements. The 
American people should know about the unnecessary risks they are 
taking and the reasons for these unnecessary risks. 

Thank you, Mr. Chairman. 

I would like at this point to thank Secretary McNeil for being a 
very forthright witness, and I am only sorry it took so much of his 
time—as well as my own, because I have not had any sleep. 

Mr. McNett. It is a pleasure to be in good company. 

Senator ELttenper. Thank you, Mr. Secretary. You will return 
on Thursday morning. 

Mr. McNetu. Yes. 

Senator ELLeENDER. With that understanding, the committee will 
stand in recess. 


COMMITTEE RECESS 


Senator SyMINGTON. Before we recess, may I say I have quite a 
few more questions I would like to ask, and I would like to ask them 
after you ask your questions. 

Senator ELLENDER. Very well. 

The committee will stand in recess until tomorrow morning at 10 
a. m. 

(Whereupon, at 5:35 p. m. Tuesday June 4, 1957, a recess was taken 
until 10 a. m., Wednesday, June 5, 1957.) 
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WEDNESDAY, JUNE 5, 1957 


Unirep Starrs SENATE, 
SURCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Dennis Chavez presiding. 
Present: Senators Chavez, Ellender, Young, Saltonstall, Bridges, 
Thye, Smith, Dworshak, and Symington. 


DEPARTMENT OF DEFENSE 


RESEARCH AND DEVELOPMENT 


STATEMENTS OF DONALD A, QUARLES, DEPUTY SECRETARY OF 
DEFENSE; WILLIAM M. HOLLADAY, SPECIAL ASSISTANT TO 
THE SECRETARY OF DEFENSE FOR GUIDED MISSILES; AND 
JOHN B. MACAULEY, DEPUTY ASSISTANT SECRETARY OF 
DEFENSE FOR RESEARCH AND ENGINEERING 


GENERAL STATEMENT 


Senator CHAavrz. The committee will come to order. 

I am sorry, Mr. Secretary, but quite a group of the committee 
had other committee meetings, also appropriations markups, and so 
forth, so they will be a little bit late, but if you do not have quantity, 
you have quality. 

Mr. Quarues. You have indeed. 

Senator ELtenpER. Off the record. 

(Discussion off the record.) 

Senator CHavez. You may proceed, Mr. Secretary. 

Mr. Quar.es. Mr. Chairman, I would like to make a statement on 
the subject of research and development, as I had understood that is 
what the committee would like to hear about from me. 

Senator Cuavez. That was what I am really interested in, research 
and development. The generalities and the policies have been pretty 
well covered by prior witnesses. 

Mr. Quaruss. I had assumed so. 

Senator Cuavez. But we would like to know something about re- 
search and development. Tell us about it. 

Mr. Quartes. Thank you, sir. I would be delighted to. 

Senator Cuavez. Thank you. 

Mr. Quar.tes. Mr. Chairman and members of the committee, I am 
privileged to appear before you today to present information regard- 
ing the Department of Defense research and development budget for 
fiscal year 1958. 
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As usual, the details of the program will be presented by represen- 
tatives of the military departments; therefore, I will confine my re- 
marks to the broad aspects of the program and the coordination in- 
volved in achieving an integrated Department of Defense effort in 
this field. 

I have with me Mr. William M. Holaday, special assistant to the 
Secretary of Defense for Guided Missiles, and Mr. John B. Macauley, 
Deputy Assistant Secretary of Defense for Research and Engineering, 


[MAINTENANCE OF TECHNOLOGICAL SUPERIORITY 


Through research and development, we have maintained a techno- 
logical superiority which has been a powerful deterrent to war. It is 
our purpose to maintain a vigorous research and development program 
which will insure the continuance of that qualitative superiority. 

Although there are always differences of opinion as to how much 
money Department of Defense agencies should spend each year on 
research and development activities, there is general agreement that 
the Department of Defense must maintain a strong and effective 
research and development effort. 

Our potential enemies are not only willing to devote a large portion 
of.their technological capacity to the development of new and more 
destructive weapons of war, but they are also increasing their techno- 
logical potential by emphasizing the training of more students in 
science and engineering. 

It therefore behooves us to do our utmost to insure a marked degree 
of qualitative superiority in case a major conflict is forced upon us. 

It is the primary purpose of the Department of Defense research 
and development program to provide the best possible weapons, 
equipment, and technique for our fighting forces. 

Each year the management of the Department of Defense faces an 
extremely difficult problem in determining how much money should 
be devoted to research and development. 

Since there are always many new ideas which might be explored 
profitably, and several different approaches to each problem which 
might be pursued advantageously, there is never enough money 
available to satisfy all the needs. 

It is mandatory that a program be supported which will allow us to 
exploit important scientific advances and will maintain a technological 
advantage over potential enemies. On the other hand, if we try to 
spend more than can be used effectively, costs will be inflated with 
no real increase in accomplishment. 


COMPLEXITY OF MODERN WEAPONS 


In developing the budget estimates for fiscal year 1958, particular 
consideration had to be given to the fact that the complexity of modern 
weapons systems and the growth of these through the expensive stages 
of adaptation, development, test, and evaluation have created a vast 
drain on money and talent. 

It does not take much money or a large number of personnel to 
conduct laboratory work, but to engineer complex weapons systems 
properly requires many different types of engineers and scientists, as 
well as varied supporting personnel and facilities. Many of our more 
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important new developments are now in this expensive stage and must 
be pushed vigorously if valuable time already gained is not to be lost. 

Under these circumstances there is a need for greater selectivity in 
carrying items from the early stages to the more costly stages leading 
up to quantity production if we are not to create exorbitant demands 
upon the resources of the country. 

Although this may mean that we will possibly be carrying fewer 
items through to completion, such concentration of effort should 
insure the expeditious completion of more effective weapons systems. 

It has been very apparent that the Soviets have been placing great 
emphasis on improving their technological positions. Comparisons 
of the number of scientists and engineers being graduated in Russia 
and in the United States, discussions and papers presented at inter- 
national conference; intelligence information regarding the weapons 
and weapons systems now available to them, all indicate the tre- 
mendous effort they are putting into this activity. 

Our unit costs for research and development have increased signifi- 
cantly during the past few years. 

In other words, we have been able to do less work with the same 
number of dollars spent. 


INCREASE IN RESEARCH AND DEVELOPMENT COSTS 


According to surveys of the Bureau of Labor Statistics, research 
and development costs per engineer or scientist have increased sub- 
stantially because of increased salaries of engineers and technical 
personnel, wages of supporting personnel, and costs of facilities, 
equipment, and materials. 

In addition to these increases in costs of labor and materials, another 
factor has entered which makes our developments considerably more 
expensive. Our weapons and weapons systems are becoming more and 
more complex. 

The number of engineering man-hours that now go into the develop- 
ment of a jet engine is substantially greater than the number required 
for our early jet developments. 

The development cost of the F—102 fighter interceptor was more 
than twice that of the F—86, and the development cost of the B—52 
heavy bomber more than 2% times that of the B-36. 

Designing the B-29 took 2.7 million engineering man-hours; the 
B-47 took 3.5 million; the B—52 took 4 million, and the estimate for 
the next follow-on to the B-52 is 9 million. This is a characteristic of 
modern technology as more complicated materiel is built and the 
state of the art is pushed to the limit. 

The military departments all have additional projects which they 
would like to have funded in fiscal year 1958, but which they probably 
cannot fund within the amounts allowed in this current budget pro- 
posal. Such proposals from the departments actually total several 
hundred million dollars. 

Consideration of these points which I have just cited might suggest 
that there should be a marked increase in our research and develop- 
ment program. However, one must also consider some other factors. 

The research and development appropriations do not cover all of the 
Department of Defense funds which support our research and de- 
velopment effort. Funds which directly or indirectly support re- 
search and development are distributed in accordance with presently 
accepted definitions of the various appropriations. 
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We have military personnel working on the programs paid from the 
military personnel appropriations; we receive money from the mili 
construction appropriations for construction at research and develop- 
ment establishments, and, in addition, we receive substantial support 
from the procurement and production appropriations for such things 
as the purchase of prototypes for engineering tests and service tests, 
and for the construction of necessary new facilities at contractor 
plants. This work from other appropriations has increased con- 
siderably in the past few years. 

Much of the work in the area of adaptation is funded from these 
supporting sources. It is estimated that such funds total some $3.5 
billion in fiscal year 1957 and slightly more in fiscal year 1958. 


PRODUCTION OF PROTOTYPES 


Senator ELLENDER. These funds are used for research and produc- 
tion of prototypes? 

Mr. Soisces. That is right. It is the whole process of carrying 
development through trial and test and adaptation of the design to 
service use. 

Senator ELLENDER. May I ask another question, Mr. Chairman? 

Senator Cuavez. Surely. 

Senator ELtenpeER. Mr. Quarles, would you be able to tell us, 
percentagewise, how much of this work is farmed out? 

Mr. Quartes. I had planned to cover that later in my statement 
and I think it might answer your question better. 

Senator CHavez. Just one question. 


RESEARCH AND DEVELOPMENT EXPENDITURES 


Can the Department furnish the committee with the information 
as to the amount of money to be spent by the military on research 
and development outside of the figures they are asking for? 

Mr. Quarues. We can, Mr. Chairman. In fact, I think you will 
find that the total of those figures is the $3% billion that I referred to, 
but, broken down by department, I will give it to you. Ido not have 
it precisely in mind. 

Senator ELueNpER. The amount requested for research and 
development plus the $3% billion, will be the total amount spent in 
the research and development area? 

Mr. Quartes. In this whole area of work. 

Senator CHavez. Research and development by the Department 
of Defense and other agencies of the Government? 

Mr. Quartes. It does not include other agencies of Government. 
It does include agencies outside of the Government. You see, this 
type of expenditure is for the most part outside of the Government. 

Senator Etuenper. Mr. Secretary, do you give the breakdown on 
the $3.5 billion in your justification presented to Congress? 

Mr. Quar.es. Not completely, sir. 

For example, military personnel are not identified as to whether 
they are engaged in research and development or otherwise. 

On the other hand, military construction is by project, and that is 
fairly definite as to whether it is a research and development project. 

Senator ELLENDER. You mean of a prototype? 

Mr. Quarues. Military construction. No; I mean to say, sir, 
public works, of a new facility. 
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Senator ELLeENpER. You mean the erection of a building and the 
tooling of it in order to experiment with it? 

Mr. Quartes. A wind tunnel or a test facility, or whatever it may 
be. It is clear in the public-works bill whether it is for research and 
development or for other purposes. 

Senator ELLenpErR. As Senator Chavez suggested, will you be able 
to separate amounts for us? 

Mr. Quarues. Yes; we will, sir. We can, sir, identify our estimated 
amounts on each of the other appropriations that will contribute to 
that appropriation. 

Would that be responsive to your question? 

Senator ELLENDER. Yes; I imagine so. 

(The information requested follows:) 


Breakdown of fiscal year 1958 preliminary estimates of $3.6 billion research and 
development support 


{In millions of dollars} 
Pemeary construction. . . ... . . < 6.cecn 0 <n ceoubsenetalt duh dn tO ee $248. 8 
a and amounts: 
: Military construction, Army ($23.1) 
Military construction, Navy ($51.6) 
Military construction, Air Force ($174.1) 
Military personnel_-_-____-_.-_---_- 
Appropriations and amounts: 
Military personnel, Army ($56.6) 
Military personnel, Navy ($42.4) 
Military personnel, Air Force ($109.2) 
i ROCUIONIIOTID GENE SIN oe tence ne wna ncdsonneeengareee 3, 067. 8 
Appropriations involved: 
Procurement and production, Army 
Marine Corps procurement 
Aircraft and related procurement, Navy 
Aircraft and facilities, Navy 
Shipbuilding and conversion, Navy 
Ships and facilities, Navy 
Procurement of ordnance and ammunition, Navy 
Aircraft and related procurement, Air Force 
Procurement other than aircraft, Air Force 
industrial fadiitieesc io. ics sate - Udi died de ne~ 1. eked 92. 7 
Appropriations involved: 
Procurement and production, Army 
Aircraft and related procurement, Navy 
Aircraft and related procurement, Air Force 


Ae, GOERS ces =i.) antasicasnabanrse ss etane sapiemoneaamaniad a ieee eal 3, 617. 5 


BALLISTIC MISSILE DEVELOPMENT 


Mr. Quartes. If I may proceed, Mr. Chairman. 

Senator Cuavez. Yes; proceed, Mr. Secretary. 

Mr. Qvuarues. A considerable portion of these 1957 and 1958 
procurement and production funds will go into the ballistic missile 
development effort. In view of the large amount of money and the 
great effort and coordination being required for the successful develop- 
ment of ballistic missiles, as well as other types, a Special Assistant 
to the Secretary of Defense for Guided Missiles was appointed early 
last year. 

The purpose behind this appointment was to provide the Secretary 
of Defense with an additional competent, experienced executive to 
assist in the direction and coordination of activities connected with 
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research, development, engineering, and production of guided missiles, 7 


particularly ballistic missiles. 

Senator Savronstauu. Mr. Chairman and Mr. Quarles, these were 
given the top priority of any effort in research and development 
were they not? 

Mr. Quarues. The long-range ballistic missiles are given a top 
priority in all of the departments—in fact, all the Government 
departments. The President has so ordered. 

There are other Government agencies that are doing research and 
development work, much of which must be considered as part of the 
overall defense research and development of the Nation. 

For example, research and development programs of the Atomic 
Energy Commission and the National Advisory Committee for Aero- 
nautics contain considerable amounts for projects which could be 
classified as defense research and development. 

Senator SauronstTaLuL. Mr. Chairman, does the witness mind being 
interrupted? : 

Mr. Quartes. Not at all, sir. 

Senator SaALronsTALL. Does the chairman mind having the witness 
interrupted? 

Mr. Quar.es. So long as he does not mind, I do not. 

Senator SaLTonsTALL. I will not be able to be here too long, Mr. 
Quarles. That is why I wanted to get your point of view on this. 


REDUCTION IN NACA FUNDS 


The National Advisory Committee for Aeronautics—we have that 
in another subcommittee, the independent offices—the House has cut 
out quite a lot of its money, and it has evidently caused quite a 
problem. 

Could you give us a few well-chosen words about the importance 
of the National Advisory Committee for Aeronautics with relation 
to the work that you are doing in the Defense Department, particu- 
larly with respect to the guided missiles and the supersonic planes? 

Mr. Quaruzs. I am glad you give me an opportunity to do so, 
Senator, because in the field of aerodynamic and aeronautic research 
we look to the work of the National Advisory Committee for Aero- 
nautics as being the scientific foundation for our progress in these 
fields. 

As you well know, we are represented on that committee. We 
work very closely with them. Their technical committees are closely 
dovetailed with ours, and we feel that their fundamental work is very 
important to the progress of the whole defense aeronautical business. 

It is, I think, carefully coordinated. We do not overlap in the 
sense that we do not try to do the things in defense that they are doing 
for defense and, altogether, I strongly support their program. 


BASIC RESEARCH IN AERODYNAMICS 


Senator SALTONSTALL. Essentially basic research in the field of 
aerodynamics; is that right? 

Mr. Quar.ss. It is basic research—I think most people would call 
it, sir—applied research in the sense that while it attacks the basic 
problems, it attacks them with specific reference to proposals for 
aerodynamics and aeronautics in general. 
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Senator ELLeENpDER. To what extent, Mr. Quarles, do you make 
requests for their advice on any new development? 

Mr. Quarues. It works rather this way, Senator: that we have 
representatives of each of the military departments and of the Depart- 
ment of Defense sitting as members of this committee, and they pass 
on the programs that the committee sponsors and funds. 

Our guidance to them is through this membership rather than 
through specific requests from one department to the other. 


COORDINATION OF NACA RESEARCH 


Senator ELLENDER. As I understand, as a rule they act independ- 
ently from any other research organization that we have in any of 
the departments. Am I correct in that? 

Mr. Quarues. Independent in the sense that they have an inde- 
pendent appropriation and independent organization, but it is care- 
fully coordinated to the extent I have described. 

Senator ELLENDER. I understand that. 

To what extent are you able to call on them to look into a problem 
started by some other research outfit within the Army, the Navy, or 
the Air Force? 

Mr. Quar.tes. I think we have complete freedom to do that, and 
that we have that kind of interchange. 

Senator ELLenpER. To what extent do you use the facilities of this 
committee in that connection? 

Mr. Quaruzs. It is a hard question to answer because I regard 
almost all of the work they do as directed toward our problem. 

I would say, in terms of their doing it specifically at our request, 
itis to a small extent, but in the sense of having their program directed 
toward our problems, it is to a very large extent. 

Senator Cuavuz. You may proceed. 

Senator DworsHak. Pardon me, Mr. Chairman. 


ATOMIC ENERGY COMMISSION RESEARCH 


You referred to the research program of the Atomic Energy Com- 
mission. 
— you give us very briefly what you are doing in regard to 
that? 

Mr. Quar.es. I would be very glad to do that, sir. 

The Atomic Energy Commission is responsible for their funds under 
a separate ropriation for research and development and weapons 


programs. 1ey carry on all of the nuclear end of our nuclear weap- 
ons work and the hardware design of the weapons themselves—of 
course, the conduct of the tests of the weapons and the whole program 
not only for the work in fundamental science, to understand how to 
build weapons, but also for the specific application of that science to 
the design of the weapons. 

Senator Dworsnak. Is that a joint venture of the Air Force and 
the Atomic Energy Commission, or do you rely on them to a great 
extent? 

Mr. Quartuss. Again, it is a joint coordination, but the effort in 
this field is completely their responsibility. 


92576—57——32 
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Senator Dworsuax. You make suggestions and endeavor to make 
their work as effective as possible, so far as the Air Force is concerned 
but they initiate most of the programs? 

Mr. Quaruss. I see I did not quite get your question there. 

In respect to the fundamental work, that is true; in respect to spe- 
cific development of weapons, that is all coordinated with the Depart. 
ment of Defense and approved as a weapons project before they 
undertake it. 

Senator DworsHak. Thank you, Mr. Chairman. 

Senator CHavnz. You may proceed, Mr. Secretary. 


PRIVATE INDUSTRY RESEARCH 


Mr. Quarues. Private industry in the United States, according to 
a survey sponsored by the National Science Foundation, is spendi 
its own money for research and development at the rate of $2% billion 
to $3 billion a year. 

Senator Cuavez. Of course, that information is available to the 
Defense Department? 

Mr. Quartes. Yes, indeed, sir. 

Senator ELLENDER. Do you have to pay for it? 

Mr. Quar.es. Generally speaking, we do not have to pay for it. 

Senator ELLENDER. Does this development come about because of 
the work they do for the Government? 

Mr. Quarues. The work that I referred to here, sir, is work they 
do on their own and primarily for their own civilian industry purposes, 

Senator ELLENDER. Could you give us an example? 


AUTOMOTIVE INDUSTRY RESEARCH 


Mr. Quarues. Well, all of the work that is done, for example, by 
the automotive industry in developing automobiles to the extent that 
it is research and development would be included in this field. 

Senator ELLENDER. They do that for themselves. 

Mr. Quarues. And that in connection with this $2% billion to $3 
billion, we benefit by any new technology they produce. 

Senator ELLenpeR. The whole world does. 

Mr. Quartes. Yes. 

Senator SALTONSTALL. But, Mr. Secretary, do you not want to 
qualify what you just said a little bit when you said that all this re- 
search and development is available to the Government without ex- 
pense, in answer to another question? Should that not be qualified? 

Mr. Quar.es. A certain part of it is proprietary, of course, and each 
company holds it to itself; but insofar as it builds up our broad foun- 
dation of scientific knowledge, then I think it is fair to say that it is 
available to Defense and it is substantially available to all. 

Senator ELLenpeR. But, of course, they benefit themselves in that 
they sell it to the Department of Defense. You could not classify 
that or put it in the same category as what you are doing, what the 
Government is doing; could you? 

Mr. Quarues. You are very right, sir. I only meant to develop it 
as a part of the whole broad picture. 

Senator Symineton. Mr. Secretary, could I ask a question there? 

You said the estimate for the next round is $9 million. Is that 
$9 million on the B—58’s or what would be the next round? 
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WORK ON CHEMICAL BOMBERS 


Mr. Quarues. Actually, we are thinking of the next round as the 
work on chemical bombers, and we estimate that involves—— 

Senator Symineton. Not the B—58? 

Mr. Quar.ues. This specific one does not refer to the B—58. 

Senator Symrneton. Thank you. 

Mr. Quar.es. In many fields the results of this research and de- 
velopment can be utilized for military as well as for civilian purposes. 


PERCENTAGE OF SCIENTISTS INVOLVED 


We estimate that at its current level, the Department of Defense 
research and development effort is utilizing some 35 to 40 percent of 
the Nation’s engineers and scientists who are now working in research 
and development activities. 

Although industrial firms have been most cooperative in shifting 
personnel from civilian to military research, there are still demands for 
additional capable research and development engineers for defense 
projects which appear to exceed the present supply. 


RECRUITMENT PROBLEM 


Review of the advertisements for engineers and scientists by de- 
fense contractors indicates, to a degree, the unfilled needs; and dis- 
cussions with contractor recruiters indicate that recruiting has become 
a more and more difficult task. 

It has been found by experience that pressure for selectivity stimu- 


lates military managers to examine their programs more critically 
and to eliminate less promising projects in order to provide money 
for new, more important ones. 

It is generally agreed that a fairly level, steady program in research 
and development provides a greater payoff than a program with sharp 
ups and downs or one with a high crash program content. 


TOTAL NEW OBLIGATIONAL AUTHORITY 


After full consideration of all these points and examination of the 
current and projected programs, it was concluded that a request for 
new obligational authority in the research and development category 
for fiscal year 1958 of $1,566 million, plus $85 million for the emergency 
fund, will support a sound program for the Department of Defense. 

To provide the flexibility to meet unforeseeable technical require- 
ments during fiscal year 1958, we have again requested an $85 million 
emergency fund and authority to transfer to this emergency fund an 
additional $50 million from other available appropriations. 

This is somewhat more than the fiscal year 1957 request and some- 
what less than the actual appropriation. 

Senator SALTONSTALL. Mr. Chairman and Mr. Quarles, at this 
point, if it is in order, I would like to ask it, and it it isn’t in order, you 
can tell me and I will ask it later. 


DIFFICULT ITEMS LEFT IN ABEYANCE 


I think the greatest lack of knowledge or the greatest criticism on 
our part with relation to this research is the statement that you are 
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carrying through certain items, the more immediate items, to jm- 
mediate completion, leaving the more difficult ones—for instance, if | 
might name one, Senator Jackson the other day referred to the under- 
water submarine missile or guided missile. 

It is that those things are left more in abeyance. 

Could you elaborate a little bit on why that is a wise policy and why 
you should give less attention to these ultimates rather than to go 
forward with the ones that you think you can get the conclusions 
quicker? 

Mr. Quar.es. I did not have the opportunity, as you know, to hear 
just what Senator Jackson was referring to. Actually, the ballistics 
missiles have for many years 

Senator SarronstaLu. I did not mean to get into that except as an 
example. 

Mr. Quartes. It is, in fact, a high priority item that is completely 
funded in this program. 

There are items—and some of them are near-term, and some of them 
are long-term, that do not in our opinion rate @ position on our funding, 
but I do not think this means particularly that we are discriminating 
against the long-term projects in favor of the new ones. 

It is a matter of our best estimate of promise rather than a matter 
of just when the thing will come to fruition. 

Senator SALToNsTALL. In other words, it is that you think that 
those are practical to put in a production line—to use that expres- 
sion—you are concentrating your money on and you are concentrating 
your efforts on those to get them more on a production-line basis, 
to complete them, and then give a lower priority to those that show 
less immediate tangible results. 

Is that a fair statement? 

Mr. Quarues. That tends to be true because the item that has 
passed all the hurdles that it has to to get up to the production line 
is bound to be a high-priority item, but it is not true, I think, in any 
other sense because there are some of these long-range things to which 
we attach great importance and which we insist on keeping funded 
in the program. 

Senator SatronstraLu. And they are not being sacrificed? 

Mr. Quarues. Those that have that kind of importance are not. 

Senator CHavsz. The inference is that the one you would put in 
the production line has been tested and meets the requirements of 
research and development, and you would proceed with procurement. 

Mr. Quar.es. That is right. 

Senator Cuavez. Others are still in the process of research and 
development without losing anything that might be involved. 

Mr. Quar.ies. And some of those will drop out as we go along. 





RESPONSIBILITY FOR PRIORITY DECISIONS 


Senator ELLENpDER. Mr. Secretary, in that connection, as between 
the services, who makes the decision? 

Suppose, for instance, the Army says this ought to be put on the 
production line, and the Navy says we have one here that is better 
than the Army’s; and the Air Force comes in and does the same 
thing—if this is the case, there may not be enough money to put all 
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of them on the production line. Who then makes the decision to 
determine which will take priority? 

Mr. Quarues. Each department has its allocations of research and 
development funds, and within their funding capabilities and their 
resources, the Department of Defense tries to leave them as free as 
possible to use their own judgment and follow their own estimates of 
the value of these different programs to their military missions and 
purposes. 

Now, there are cases where this process leads to conflict of plans 
between the services, or to differences in judgment as to the importance 
of things. 


RESEARCH AND DEVELOPMENT POLICY COUNCIL 


As far as possible, those things are thrashed out in what we call the 
Research and Development Policy Council, which is a council in which 
the departments come together in the research and development level 
to try to iron out these things. 

To the extent the Policy Council cannot iron them out, that be- 
comes a matter for determmation by the Secretary of Defense. 

Senator E.tenper. On the other hand, suppose the Army should 
make a decision, as it has, to use helicopters to carry soldiers into 
combat; is that decision left entirely to the Army? 

Mr. Quartes. Not entirely; no, sir. 

The decision to move in that direction is usually a matter affecting 
the force structure that the Joint Chiefs of Staff would consider 
within their province to guide, and so that is the first screening that 
it gets. 

Beyond that, it will usually involve some program question that the 
Army does not have complete authority for, so that it comes to the 
Department of Defense for review. 


PUSHBUTTON WARFARE 


Senator ELuenpER. I have noticed a tendency toward pushbutton 
warfare, whenever I had chances to observe displays by the services. 

Is any effort put forth to, in a measure, stop that tendency, partic- 
ularly in the Army? 

Mr. Quarues. There are some automatic restraints on it. Push- 
button warfare is very expensive. 

Senator ELtenprEr. I know that. 

Mr. Quaruxs. And you can only do what you can get resources to 
do, and when you use your resources for that purpose, you have to 
sacrifice something else, so at least in the first stance it represents 
their judgment as to how to use their resources. 

Beyond that, of course, the Joint Chiefs of Staff and the Joint Staff 
are continually studying that kind of thing and trying to apply 
military wisdom to it. 


WEAPONS SYSTEMS EVALUATION GROUP 


The Weapons Systems Evaluation Group is also in the business of 
trying to place value on these newer weapons as compared with our 
more conventional ones. 

Senator ELLENDER. I mentioned the Army because I had a chance 
to observe its operations in many places abroad. I found there is a 
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tendency to make it easier and easier, which results in a softer and 
softer soldier. | 

I can foresee that if we ever have war, the equipment that is. now 
being planned, and that may be on hand, will prove useless because 
of terrain, weather conditions, and the other elements as we ex. 
perienced in Korea. 

It strikes me that there is too much of a tendency to go toward 
this push-button warfare. 

Mr. Quartuss. I think, sir, that people like General Taylor and 
General Pate could really better respond to your question, better 
than I can at least. 

Senator ELLENpER. I am speaking, merely from observations [| 
have made in my travels abroad. 

Mr. Quartes. I certainly agree with your philosophy that we 
should be very careful to keep a balanced effective force in a realistic 
sense of it. 

Senator Smirx. Mr. Chairman. 

Senator Cuavez. Yes, Senator Smith. 

Senator Smiru. Mr. Secretary, am I correct in my understandi 
that the research is governed by the money on hand and available for 
research and each service can determine how that is used? 

Mr. Quartes. In very large measure. However, with a coordina- 
tion as between the programs of the services and the general monitor- 
ing of it by the Department of Defense and inspiring it to some extent 
in, the Department of Defense; but, generally speaking, the services 
have your appropriation of funds to them for research and develop- 
ment, and they assume the primary responsibility for their program. 

Senator Smiru. Are they free to do that without the approval of the 
Secretary of Defense? 

Mr. Quarues. The programs technically are coordinated in the 
office of the Assistant Secretary of Defense for Research and Engineer- 
ing coordinating committees, and technically speaking they do have 
the Secretary of Defense’s approval, but actually there is a high degree 
of autonomy in the departments in the shaping of their programs, 

Senator Smiru. I am trying to get clear in my own mind, Mr. See- 
retary, whether or not it is the Secretary of Defense, the chairman of 
the joint staffs, or the Secretary of each service who decides the 
priority for research and development. 

Mr. Quar.es. Priority on one project as against another, for 
example, Mrs. Smith? 

Senator Smit. Yes. 

Mr. Quartes. With some exceptions, it is the Secretaries of the 
military departments, and in turn, of course, his staff and his research 
and development organization. 

Senator SmirH. The amount of money requested in the budget is 
set by the Secretary of each service, approved by the Secretary of 
Defense; is that correct? . 

Mr. Quartes. In the case of research and development, the research 
and development plan, including the amounts to be put in the research 
and development budget for each service is a coordinated thing on the 
defense level and is covered in so-called research and development 
guidelines that have been issued annually. 

This is not an order to the Secretary of the Department, but it is 
guidance that he would need to take up with the Secretary of Defense 
if he wished to act differently than the guidelines set up. 
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I am sorry not to be more precise, but it is just that complicated. 

Senator SmirH. That is all. Thank you, Mr. Chairman. 

Senator Tuyr. Mr. Chairman, if I might have just one question 
here. 

Senator Cuavez. Yes. 


ADEQUACY OF RESEARCH FUNDS 


Senator Ture. In the research and development category for fiscal 
1958, the $1,566 million for the Department of Defense—is that all 
the funds that the technicians and scientists in the research field felt 
that they needed to do the research that they had in mind and of which 
they felt that they should carry through to final conclusion? Or was 
this a compromise and a final judgment arrived at, because there is 
also a request of $85 million for an emergency fund and authority to 
transfer from this emergency fund f6r an additional $50 million from 
other available appropriations? 

I notice those two which could be used as a supplement there, if 
the need be, but I think our research and development is possibly one 
of the most sensitive areas and feel that you and I should concern 
ourselves with this. 

That is the reason why I wanted to make certain that there is not 
a compromise here but this is the greatest amount that, or the mini- 
mum amount that, they need, one or the other. 

Mr. Quar.uss. I think it is only fair to call the $1,566 million a 
prone rather than a summation of the estimates of the scientists 
in the three departments. It does not represent such a summation 
of the requests from each department, which would be several hundred 
million dollars in excess of this number. 

Senator Tuy. It should not be cut by any means, should it? 

Mr. Quaruzs. I am very strongly in favor of the full appropriation 
of this amount. It has already been cut. 

Senator Toyz. Yes. 

Mr. Quaruzs. It is a matter of judgment whether it has been cut 
too much. [I tried to outline earlier, Senator Thye, before you came 
in, that matter. 

Senator Toys. Yes; I have read your statement. 

Mr. Quaruzs. I have tried to outline the reasons that seemed to 
me to justify the compromise that was made, but I certainly should 
not give you the impression that it is a summation of the depart- 
mental scientists’ views as to what they would like to have. 

Senator Tuyr. Thank you, Mr. Chairman. 


EMERGENCY FUNDS 


Mr. QuaruEs. Now, may I say, just for the record, about the 
$85 million and the $50 million; the $85 million follows a practice of 
the past in giving the Secretary of Defense a fund with which he can 
meet new situations unanticipated when the budget was submitted. 

Senator Taye. In other words, if a scientist is entering in upon a 
certain field of research and that the funds allocated to him are insuffi- 
cient for him to try to work it out to its final conclusion, you would 
draw from this $85 million in order to permit that division to proceed 
with its research to its final conclusions, or as far as they could go if 
the manpower were available? 
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Mr. Quaruzs. That recourse is available to him, and so is also the 
$50 million transfer authority. 

Senator Tarr. Thank you, Mr. Chairman. 

Senator Cuavez. Mr. Secretary, at that point the $1,566 million— 
that is the amount that you are requesting in this bill for your 
Department for research and development? 

Mr. Quar.es. It is sir. 

Senator Cuavez. Besides that—— 

Mr. Quarues. Mr. Chairman, may I correct slightly the way | 
have just responded? 

The $1,566 million is a summation of the departmental appropria- 
tions we have asked the Congress to make to the three mili 
departments, and in addition, the appropriation that would be made 
to the Secretary of Defense for the emergency fund for research and 
development. 


AVAILABILITY OF OTHER FUNDS FOR RESEARCH 


Senator Cuavez. The point that I was trying to make was that 
besides the $1,566 million, there is other money available to the Navy 
and to the Army and to the Air Force that would be used for the 
purposes of research and development; is that correct? 

Mr. Quarues. That is correct, in the sense that in the military 
personnel pay accounts, they support people doing that kind of work. 

The military construction program supports construction for this 
kind of work, and the procurement appropriations support procure- 
ment, for test quantities, and things of that kind that really contribute 
to the development job, so viewing it broadly, it is supported from 
other appropriations. 

Senator Cuavez. Thank you. 

Senator Smrrn. Mr. Chairman, may I ask something else there? 

Senator Cuavez. Yes, Mrs. Smith. 


AUTONOMY OF THE SERVICES 


Senator Smirx. Mr. Secretary, I am trying to get clear in my own 
mind the situation the services are in. 

Do I understand that each service can spend the money appropri- 
ated for research and development at its own discretion, and as the 
Assistant Secretary of Defense for Research and Development—you 
could not say no to them but you could ask questions to the extent 
that they would have to go before the National Security Council? 

Mr. Quar.es. Almost. I will have to modify it just a little bit 
to avoid misunderstanding. 

After they receive the appropriation, the military departments pre- 
pare their program for the use of the funds. Those programs are 
brought together in the coordinating committees—for example, in 
guided missiles there is a coordinating committee, and all the programs 
in guided missiles are brought together and viewed as a whole defense 
program on guided missiles in the area of the Assistant Secretary for 
Research and Engineering. 

If, in that review, it is considered that they constitute a sound and 
coordinated program, then the departments are free to proceed with 
the programs. If it is concluded that they are not, and that some- 
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thing should be changed, it is suggested that it be changed by these 
coordinating committees. 

If the Secretary of that department does not wish to take this sug- 

tion, he must appeal to the decision, and final decision, of the 
eerétary of Defense. 

Senator Smiru. That is the answer I wanted. 

Thank you very much, Mr. Secretary. 

Senator Cuavez. Proceed, Mr. Secretary. 

Mr. Quaruss. I have already indicated the basis for determination 
of the program level proposed for fiscal year 1958, but there are several 
other aspects with respect to the development of this budget which I 
would like to mention. 

Since there are a number of other Government agencies that are 
performing research and development which supports our overall 
defense effort, it is very important that we be fully aware of their 
activities and they of ours in the areas of mutual interest. 


TECHNICAL ADVISORY PANELS 


In order to effect such coordination, we have representatives of 
the Atomic Energy Commission, the NACA, the Department of Com- 
merce, and the National Science Foundation who sit as members of 
our various technical advisory panels. 

Although the mechanisms that we have established for coordination 
with the various other Government agencies differ somewhat, their 
purpose is to insure interchange of necessary information and to avoid 
any unnecessary duplication of effort. 

We feel that this budget we are presenting has been coordinated 
fully through these mechanisms with the other Government agencies 
concerned. 

DUPLICATION AMONG AGENCIES 


Another problem considered in the development of the fiscal year 
1958 budget is that of duplication among the military departments 
and joint agencies. In order to insure appropriate exchange of 
information and coordination of research and development within 
the Department of Defense, the established system of coordinating 
committees was used. 

These committees are an activity of the Office of the Secretary of 
Defense and have representation from the three military departments. 
These groups which cover the various areas, such as electronics, 
piloted aircraft, and ordnance, have reviewed the proposed fiscal year 
1958 budget to make sure that the programs are coordinated and 
that there is no undesirable duplication of effort. 

Similarly, the Office of the Special Assistant for Guided Missiles 
has given very special and detailed attention to certain of the missile 
programs, particularly in the ballistic missile field. Here also, all 
aspects have been examined and adjusted to eliminate unjustified 
duplication and to make sure that we get the most for our develop- 
ment dollars and efforts. 


SURVEY OF CURRENT NEEDS 


Although the proposed program was reviewed in considerable detail 
before the budget estimates were submitted, we are currently making 
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another thorough study, to be completed by July 1, so as to insure 
that it is fully responsive to our current needs prior to implementation, 

The new obligational authority requested in the fiscal year 1958 
budget, when added to the unobligated balances from previous years, 
will provide support for a program at essentially the same level as 
fiscal year 1957. The new obligational authority, planned expendi- 
tures, and planned obligations for fiscal year 1956, fiscal year 1957, 
and fiscal year 1958 are as follows: 








{In millions) 
+ : nea ae 
| New obli- | Expendi- 
| gational tures Obligations 
| authority | 
preonl ae 
ees eee ekoubsaset<ud Shand tite $1, 370 | $1, 495 $1, 539 
lca iain cclawigblidiaraschin cabentoediitnd camaebt 1, 697 | 1, 540 | 1, 681 
EE FONE BIB a ret std dn cdl bs demdddacvieniakilddeaddaewe 1,651 | 1, 580 1,661 


The distribution of the requested fiscal year 1958 funds among the 
departments and joint agencies is as follows: 


Millions 
sil acura: scien fans én pice abana edamame hieaiolanse dade $371. 09 
rales aro. a sf ian rine, eeceeedib btn erate lan talk cians cork noted eaetia tea aad dieiMeees 503. 75 
oe alc heater gee arcceree emahkGhr mate ae een wisa Sse cons 655. 00 
Gepeeeneen Sos cua di eet ieee 36. 16 
NN CN i ied bit th wit MAR as bs Fh eda ie ii RE ols 85. 00 


UNOBLIGATED BALANCES 


Senator SALTONSTALL. Is there any problem of unobligated balances 
in this obligation figure that is carried over? 

Mr. Quartes. I would say not in my judgment. 

You will recall there was a time when research and development 
appropriations were for 1 year, and particularly in the Navy, that was 
only changed a few years ago. 

In my judgment, it is a very substantial improvement to have no- 
year “st rather than 1-year funds, and the implication of that is 
that you will always have some part of these funds in process and 
carried over, not finally obligated at the end of the fiscal year. 

Senator SaLTonsTaLu. And that is for the coming part that you had 
planned? 

Mr. Quarues. That is right. 

Senator SaLTonsTaLu. And this is different than what we have had 
in all of these other accounts? 

Mr. Quarues. The relation between actual obligations and unobli- 
gated carryover is different in the research and development accounts 
than it is in the strictly procurement accounts, as Mr. McNeil ex- 
plained yesterday. 


REDUCTION IN REQUEST OVER PRIOR YEARS 


Senator CuHavez. Mr. Secretary, concerning the figure of your 
new obligational authority, I notice you are asking for less this year 
than was allowed for 1957, by some $44 million. 

What is the reason for that? 
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’-Mr. Quartes. The unobligated balance is part of the reason for 
that. 

Senator Cuavez. We are supposed to be making progress and 
things are getting to be more expensive as we go along. 

Mr. Quar.es. I will be perfectly frank about it. 

You will recall that we asked for $100 million less than was appro- 
priated in this account last year. I am not speaking of any other 
accounts than this account, but the difference was $100 million in this 
account. 

We have actually used, or plan to use in the current year when it 
is over, a substantial part but not all of that $100 million, so this 
adjustment of some $46 mi'lion downward represents, I would say, 
in all fairness, a partial use last year and a partial use in the coming 
year of these funds. 

Senator Cuavez. Of the 1957 funds that you will use for 1958? 

Mr. Quartues. Right. 

Now I have given the breakdown of these funds as between the 
three services and the joint agencies and the emergency fund——- 
Senator Symineron. Mr. Chairman, may I ask a question there? 
Senator Cuavnz. Yes. 






SUPERIORITY 





RELIANCES ON 





QUALITATIVE 


Senator SymrneTon. Mr. Secretary, as | understand it, based on 
testimony last summer before the subcommittee, and from discussions 
in the Armed Services Committee earlier this year, the basis for 
voluntarily passing over quantitative production superiority in 
modern jet combat aircraft, in most categories, to the Communists, 
has been our reliance on the fact that, qualitatively, we are superior. 

Testimony before the committee last summer, all of it, was to the 
effect that, whatever the difference between our quantitative position 
and the Russian position, the gap is closing. 

As the Comptroller, Mr. McNeil, testified here, your expenditures 
are running way ahead of what had been anticipated; therefore this 
whole question of money is becoming more serious. The dollar is 
lightening. Things are costing more, for many reasons. It is very 
hard for me to understand, with those premises, how we can ask for 
less money, or even the same amount of money, for research and 
development for the coming year as we did for the current year. 

Would you care to comment on that? 

Mr. Quar.ues. I am glad, Senator Symington, that you changed it 
to be about the same amount, because I think after you skim through 
these three columns, it is about the same. 

However, your question is still, of course, why are we not asking 
for more in order to meet these increased costs and with, let us say, 
greater assurance, maintain our qualitative position. 

My answer there is that in the area of aircraft development and 
— missiles too, for that matter, the great bulk of the development 
unds really come from other accounts than this account so that the 
aggregate of research and development in all of the military depart- 
ments and in the Air Force specifically, taking account of support from 
these other funds, is actually greater in 1958 than it is in 1957 by a 
minor percentage, something of the order of 2 or 3 percent; that, in 
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spite of the fact that the research and development appropriation 
portion of it, strictly construed, is slightly Iess or on an even keg], 

Senator Toye. Mr. Chairman, would the Senator yield at that 
pomt? Then I might try to get a little more clarification on that 
other fund? 

Senator Symineron. Yes, I will yield to the Senator from Minne- 
sota. 

Senator Toyz. The question is, What would be the other funds? 

In what categories would they be found? 

Mr. Quarugs. Primarily 





AGGREGATE USE OF OTHER FUNDS 


Senator Taye. You do not mean the 85 million and the 50 million, 
but you mean the other funds that are not and do not appear in your 
statement here? 

Mr. Quartes. I gave earlier in my statement the aggregate use 
of other funds, but | will be glad to explain just what I mean by that. 

Senator Tnyr. That is, in other words, the $3% billion that is to 
be found in the 3 categories—Navy, Army, Air Force. Is that what 
you have reference to? 

Mr. Quartes. The $3% billion does represent a total for Navy, 
Army, and Air Force, but it also represents the total out of pro- 
curement funds in the 100 and 200 accounts and public works 
construction funds that are really in support of research and develop- 
ment, and the military pay funds that pay military personnel working 
in this field. 

By that I mean that in our total resources, one must consider the 
whole picture, rather than just this one appropriation. 

Senator Toyz. In other words, unless you know of all the other 
charges, the personnel, and the construction, and all the work that 
goes into a research project that may supplement what is actually 
here listed as a research appropriation, you would have the true figure. 

Mr. Quaries. And in the aggregate, they represent somewhat 
more than twice the funds directly appropriated for this type. 

Senator Tuyr. I thank you, Senator Symington. 


USE OF PROCUREMENT FUNDS 


Senator Symincron. Thank you, Senator. 

In other words, the bookkeeping is now different, in that you now 
take some of the funds given you for production, and utilize them in 
development—lI do not imagine you use much in research. 

Mr. Quarues. We do not. 

Senator SyMINGTON. Is that correct? 

Mr. Quartes. It is correct that we do use them. 1 think there has 
been no substantial change in the extent of our use of them—at least 
not within my experience. 

We have always used procurement funds to procure test quantities 
of new items or to support those latter phases of development that are 
really finalizing a design so it can be manufactured. 

I think we have always used procurement funds for those phases of 
development, and so, while I think it is not an imnovation, it is true 
that that is where we get the support for such things. 
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Senator SyminatTon. There are some figures which run through my 
mind. There was past testimony about a $450 million figure being 
increased to something like $610 million; but that was because there 
were charges which had not previously been assigned to research and 
development, which were then assigned to research and development, 
under new accounting procedures. 

I use the word “manipulated” and do not mean it in a wrong way; 
but it is a manipulation of figures, just like you can manipulate figures 
in business between various accounts. 

Mr. Quarues. Surely. 

Senator SymincTon: “These additional charges against research and 
development, for example, the maintenance support of a base, a re- 
search and development base, a new charge against research and 
development; would the new charges against research and development 
balance the production amounts being used in research and develop- 
ment? 

Mr. Quar.uss. I think that would be greatly in excess of that 
switch. 

I might explain that this way: that if we had made a total of all of 
the support that research and development gets from the other ac- 
counts, that total at that time would have included the $200 million 
switch that you ask about, so you bring four-hundred-odd up to six- 
hundred-odd, the difference being found in one of the other accounts 
rather than the 600, research and development appropriation account; 
but the two hundred million would still have appeared in the total 
and that is why I think it is fair to look at this total figure more than 
we do the 600 account. 


But it is perfectly true that the 600 account today looks bigger than 
it did at that time because there have been certain accounting adjust- 
ments bringing new charges into this account. 


FURTHER MANIPULATION OF ACCOUNTING PROCEDURES 


Senator Symineton. Following the thought of my able colleague 
from Minnesota about the other funds actually used in research and 
development, soon you will have to again manipulate your accounting 
procedures, so that what is research and development will be included 
as research and development, and what is production will be included 
as production, else you will constantly be having to explain what your 
figures really mean, as against what people think they mean. 

Is that not a fair statement, Mr. Secretary? 

‘gl Quarues. I think I would like to comment on it, if I might, in 
this vein: 

If the Congress wished to make the appropriation with the accounts 
broken down the way I have described, rather than the way they are 
now broken down, of course, that would be the will of Congress, 

I would recommend against it because I feel there is value in having 
this administrative flexibility to use procurement funds in support of 
early production or other procurement. 

Senator Symineton. I understand. I am only talking about the 
accounting procedure, not the action itself. 

Mr. Quarues. Then I would say that we would prefer not to be 
obliged to show this as a line item that would then have the inflex- 
ibility of freezing it in that account. 
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FUNDS ALLOCATED TO RESEARCH AND DEVELOPMENT 


Senator Symineron. Have you segregated from your production 
figures that amount which you think is properly assignable to research 
and development, and, if so, has this committee received a copy of 
=~ of those data? 

Mr. Quaries. We have not done that yet for fiscal year 1958 
although there have been some tentative breakdowns. 

The estimates on which the fiscal year 1957 figures are based are 
available. I think they have been given to the committee. However 
I will be glad to see that they are given. 

Senator Symineron. Would you check that? 

Thank you. 

(The information referred to follows:) 


Activities SUPPORTING THE RESEARCH, DEVELOPMENT, TEST, AND EvALvattoy 
PROGRAM IN THE DEPARTMENT OF DEFENSE 


In connection with the discussion of the fiscal year 1957 budget, a statement 
was placed in the records and its purpose was defined in the introductory para- 
graph as follows: 

“The introduction of improved weapons and military equipment into the com. 
bat and combat-support forces of the Army, Navy and Air Force is a complicated 
process covering many different, although related, activities which must be com. 
ae before a new weapon or item of military equipment can be considered as 
ully developed in a military sense. From a military standpoint, a new item cannot 
be considered as fully developed until it is capable of performing an assigned 
combat mission, and has been assigned for operational use by the combat or 
combat-support forces. The lines between research, development, and procure- 
ment cannot be drawn precisely, particularly in areas of rapidly advancing teech- 
nology. For purposes of budgetary presentation a narrowly construed definition 
has been used for research and development, which does not give the full measure 
of our research, development, test, and evaluation effort.” 

In order to modernize the military forces, it is necessary for the Department of 
Defense to conduct complete programs which include many different phases, 
starting with research and ceili with the final equipping of the combat or 
combat-support units. These phases do not lend themselves to clear-cut iden- 
tification in terms either of time sequence or budgetary support. However, the 
kinds of steps necessary to provide an actual increase in military effectiveness 
through research, development, test and evaluation are indicated by the following; 

(1) Invention and preliminary design of definite concepts for applying scientific 
and technological possibilities to military requirements. 

(2) Practical demonstration of new principles and components. 

(3) Engineering and design of specific new items, components, and materials, 
for test and evaluation. 

(4) Fabrication and production of new items, components, and materials, for 
test and evaluation. 

(5) Conduct of tests for technical evaluation of new items. 

(6) Conduct of tests for evaluating the producibility of new items, components, 
and materials. 

(7) Conduct of operational suitability tests for military evaluation of new items 
and weapons systems. 

(8) Conduct of tests and maneuvers to establish military tactics and doctrine 
for the combat use of the new items. 

(9) Planning of supporting requirements (facilities, personnel, training, main- 
tenance, etc.) for operational use of new items. 

(10) Production engineering for quantity procurement of new items. 

(11) Initial production of new items for use by the first combat units. 

(12) Training and deployment of the first combat units and establishment of 
the necessary support (facilities, supply system, etc.). 


(a) 


(0) 


(©) 
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(13) Reorganizing and retraining all combat units required to phase in new 
weapons and phase out obsolete weapons. 

The Department of Defense has recognized the fact that the effort supported 
by the research and development appropriations does not give a full measure of 
the effort devoted to the research, development, test, and evaluation programs, 
because support such as the procurement of items for engineering and service test 
are usually financed in other appropriations. The Department of Defense has 
also recognized the fact that the full cost of modernizing the military forces cannot 
be considered as research and development. In preparing this statement covering 
the research, development, test, and evaluation program of the Department of 
Defense, it was necessary to draw a line between the two extremes. 

. Based on data submitted by the military departments, the funds programed for 
research, development, test, and evaluation in fiscal year 1955, fiscal year 1956, 
fiscal year 1957, and fiscal year 1958 are estimated as follows: 


1. Department of Defense total 


[In millions] 


ee ee ee 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1955 1956 1957 1958 ! 


ee Gameowneiet Sf i, i sis Os $1, 221.1 $1, 493.5 
Activities supporting research and development d 445.5 
Development, test, and evaluation items_____._._____- 1, 830. 1 


Total ae A : sim i d ; 3, 769. 1 
NE een ciusdnicetunsdbde fe ddiidascebenes 5 
Stckannes= 
Air Force - - - 





1 Preliminary estimates. 
The above estimates are derived as follows: 


2. Departmental summary 


[In millions] 


| 
| Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1956 1957 1958 1 


(c) ~~, 
esearch and development ; $410.0 $400. 0 
Activities supporting research and develop- 
ment , 89. 4 91.8 
; 553. 0 886. 6 


1, 052. 4 1, 378.4 


(0) ~—E 
esearch and development 492.0 505. 0 
Activities supporting research and development. 130.0 110.5 
Development, test, and evaluation items... .___- 733. 4 964. 4 


1, 355. 4 1, 579.9 


(©) Air Force: 
Research and development ; ; 710.0 661.0 
Activities supporting research and development. .3 . 420.0 347.4 
Development, test, and evaluation items LE 1, 518.1 1, 216.8 


Subtotal b 2, 648. 1 2, 225. 2 
(@) Interservice (emergency fund) 135.0 


1 Preliminary estimates. 
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3. New obligational authority, research and development appropriations 








{In millions] 
3s eee 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1955 1956 1957 19581 

eis 

EMD aden ewnswekhisdésntnmsingtnencdetheasne sseennhgbins $366. 3 $421.3 $410.0 $400.0 
ONES Sikh al oti canis chad aee a she Oo he pees else 434. 4 474.2 492.0 505.0 
NO 55 chk decades 25: ppegdaeesatnaaelbddasudd cod 420.4 598.0 710.0 661.0 
Ny SIE snp cnninens vapeomabendiinege binds oar @) @) 3 135.0 3 135.0 

Total 








i pe eee 
gyre ech ee less pater sta 1, 221.1 | 1,493.5| 1,747.0] 4, 7019 





1 Preliminary estimates. 


2 Transfers included in Army, Navy and Air Force new obligatioaal authority amounts. 
3 Includes $50 million transfer authority. 


4. Supporting activities directly related to research and development 


Certain of the requirements in direct support of the research and development 
program are not included in the research and development appropriations, but 
are included in other appropriations which provide the same general type of 
support for all military programs. These include military construction, industrial 
facilities financed under procurement appropriations and the pay and allowances 
of military personnel. On the basis of detailed program data, the amounts in 
these appropriations that are directly related to the activities financed under the 
research and development appropriations are estimated as follows: 

















{In millions] 
Fiscal year | Fiscal year | Fiscal year | Fiscaleyear 
1955 1956 1957 ‘1958 1 
| 
(a) Military construction: 

DN is disap ates ton. casaeenebeeiknetibeken $1.9 $8.0 $43.1 $3.1 
aa nt a Salto aaa Mae aabi mated 9.7 63.0 52.5 51.6 
PS a en ee ee 109.3 98.5 208. 6 174.1 

INS nS ois A din sac cinis babes tecnica 120.9 169.5 304. 2 248.8 

(b) Industrial facilities: Peat “A 
tig Anite d itndipttetipenbbncertebinithue sieediansctbeeuhe ia vaebkanbinlipeenndiost 12.1 
SN Mgr eet6 Cando enesceknacadipenteshindidisseun bebe beod bias ciiiieie 34.5 16.5 
I SS ainda on eel nabamcian 45.2 88.1 98. 1 64.1 
Ro Snkhacrddahncdacgktecdieknbuclanade 45.2 88.1 132. 6 92.7 





(c) Military personnel: ~ 
A 


4 
B 
. 
3 
o 
S 
~ 
5 














3 56.6 
Ne cosa cn ips cigprigeoai ch cheep aman bce Rorecina 41.5 43.4 43.0 42.4 
SR i eee ee 100.8 103. 8 113.3 109.2 
gl aig aa res PORT IEE CLE eee 178.2 187.9 22 6 208.2 
| — 

(d) Department of Defense total: 
DAIREery CONStrICUIGE . . .. . . ne coon ones 120.9 169.5 304 2 248.8 
I NN tog cisiindaniapbindbwwcdnnwcw 45.2 88.1 132.6 92.7 
PE IIE, io cso wcdevacwanuticakdocsuse 178.2 187.9 202. 6 208. 2 
II os it och sca tesaes sacesdesidh astetitaniaaaiabeddhea abc ennai | 344.3 445.5 639. 4 549.7 
ii a hs al el ae he 37.8 48.7 89.4 91.8 
a DR a Ss shauna 51.2 106. 4 130.0 110.5 
PO. santmdnatinbctae cen inavbusigudaibarekmudens 255. 3 290. 4 420.0 347.4 


1 Preliminary estimates 


5. Items under development, test and evaluation 


Many of the programs for developing new weapons and military equipment 
have, as the result of previous years research efforts, reached a stage where it is 


necessary to procure preliminary production items in limited quantities for test 
and evaluation as to— 


(a) the soundness of the engineering design, 
(b) the feasibility of the production design, and 





(a 
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@ 
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(c) the operational suitability of weapons or equipment from a military 
standpoint, prior to standardization for operational use and large scale pro- 
duction for issue or inventory. 

Major engineering changes and improvements must be made in new apesien 
ments, provisionally accepted for limited production and use, to satisfy the need 
for achieving early operational capabilities with the most modern weapons attain- 
able in support of national security policy. All procurement items which have 
peen standardized or otherwise approved for service use within the military depart- 
ments have been excluded from the following estimates. Procurement items 
which are not standardized, to the extent they can be identified at this time, are 
considered as being under ‘‘development’’ and are estimated as follows: 


{In millions] 


— year | Fiscal year | Fiscal year | Fiseal year 
1956 1957 1958 ! 


(a Aircraft: 
Army adtdunddbbdetncacetedaahe 27. 
Navy 10.9 445. 6 589. 
Air Besee js 152. 4 96. 3 Tn... 


Subtotal ae 163.3 541.9 Ce . 2 


(0) Guided missiles: 

A 83.0 453. 0 689. 6 
1 ( : . 142.6 130.8 
Air Force R , 1, 076.1 631.1 





Subtotal L 1, 671.7 
(ce) Ships: 
Army-.... 
WO 6 nn 
Air Force 
Gulbtetel ss . ascites 


(d@) Other: 











(e) Department of Defense total: 
Aircraft - -_-- 
Guided missiles 


- 
— PJ 


| oo] Geert 








mm 


Bag| 3/8 


SE NN cass insptpsbscrinind paekein ele eee ee] Jenin 





1 Preliminary estimates. 


6. Items not estimated 


In addition to the above program items which could be identified from data 
presently available, there are other activities of the Department of Defense and 
the three military departments which provide significant support to the research 
and development programs, but which have not been included because the amounts 
applicable to the research and development program cannot be readily identified. 
These items include, but are not limited to, the following: 

(a) Departmental administrative costs. 

(b) The regular operating and maintenance cost of military ships, aircraft, and 
troop units used in conducting tests. 

(c) The pay and allowances of military personnel attached to regular military 
units used in conducting tests other than specific operational evaluation organi- 
zations. 

(d) Costs which are part of production contracts required for the further devel- 
opment of standardized items which must be adapted to other uses or improved 
in performance. 


92576—57——-33 
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(e) The regular military costs, associated with operational and training units 
required in the process of phasing out obsolete weapons and phasing in improved 
weapons, such as the changeover from propeller driven aircraft to turbojet 
aircraft. 


ORIGINAL FUNDS REQUEST 


Senator Syminerton. I have great respect, after working with you 
over the years for your capacity for detail, and your desire to get 
things right. I also know that in December you recommended over 
$20 billion as the best Air Force budget possible. 

Iam sorry. You have to wear two hats here, you understand. 

Mr. Quarues. Yes, that is all right. 

Senator Symineron. You participated in planning that budget 
with the Air Force staff. My question is, you have a research and 
development figure here for the Air Force for the fiscal year 1958 
budget, of $661 million. 

How much lower is that, based on the 17.7 budget finally given 
you, than the figure you requested for research and development? 

Mr. Quaruzs. I believe that figure, Senator Symington, is the 
600 account request, in the twenty-odd-billion budget request of the 
Air Force. I remember it as being about $858 million. 

Senator Symrnetron. That would be slightly under. $200 million 
ess? 

Mr. Quarues. That is right. It is less by slightly under $200 
million; $197 million. My memory in this case was bad. 

Senator Symineron. I am glad for once you forgot something. 
That is the first time I have heard you forget anything. 

Mr. Quarues. We had so many different figures at that time that 
I had forgotten which one was on that chart. 


POTENTIAL DANGER TO UNITED STATES UNCHANGED 


Senator Symrneton. Is there any change that you know of in the 
potential danger to the United States that would justify us spending 
less instead of more for research and development? 

Mr. Quarues. I would say that the situation is substantially 
unchanged, looking at the broad sweep of a number of years, as 
distinguished from the immediate future. 

Of course, we deal with a broad sweep when we deal with research 
and development. 

Senator SymincTon. I am glad you said that. Is it not true that 
research and development, per se, based on the inflationary potential 
now going on, and higher labor rates, higher cost of materials, and 
so forth, if anything, research and development costs are going up 
per unit of accomplishment instead of down? 

Mr. Quarues. There has been that trend, and I would expect it to 
continue. 

Senator Symincton. Based on the vast knowledge of this subject 
that you have—probably more than anybody in Government today, 
of our research and development picture—why are you satisfied in 
presenting over $200 million less for research and development as the 
right figure in June, as against what you thought was the right figure 
last December? 

Mr. Quartzs. The word “satisfied” is a little hard for me, because 
I have to say that as an engineer and as an enthusiast in this field, I 
am not satisfied. 
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On the other hand, as a best overall judgment of what should be 
done, I cannot differ from it, particularly in this case, because we were 
able to adjust the Air Force research and development program, taking 
it broadly and including it with all procurement funds, so that it was 
not nearly as sharply adjusted or affected as the comparison between 
$858 million and $661 million would imply. 

Let’s say the $661 million is the Air Force plan for obligations and 
its new obligational authority is $651 million. There is not much 
importance attached to which one of these figures you take. The 
statement would still be true. 


REASON FOR REDUCTION IN REQUEST 


Senator Symineton. Am I to understand that the primary reason 
for your submitting this figure now, instead of the $200 million higher 
figure of December, is because you have been able to make adjust- 
ments out of the production account; which means, in effect, that you 
will actually have more; or has there been a fiscal decision with the 
importance of money predominating, that has resulted in this change? 

Mr. Quartes. The figures that we are speaking of are still the 
figures that were set forth by the Department and submitted by the 
President to the Congress in January and they have not been changed 
since, so | may not have understood your question there, Senator 
Symington. 

Senator Symineron. You said it has been possible for you to 
present a figure which, in effect, is the same as last year, or a little less, 
because you are now taking money out of the production account, 
using it for research and development. 

Now the testimony is that on the Air Force alone you are presenting 
a figure some $200 million less than what you thought necessary, after 
paring the Air Force, last December. I am asking if you feel some 
justification for presenting this lower figure is because of changes in 

ookkeeping that have been made since December which enable you 
to get more money for research and development out of the produc- 
tion account. 

Mr. Quartes. No, it is not related to any changes that have been 
made since December. The changes that I spoke of were changes in 
planning at the time the final budget was filed—it was January, but 
substantially December. 

Senator Symrneton. I do not know about the Navy picture or the 
Army picture, and imagine you do not know them quite as well 
yourself? Is that a fair statement? 

Mr. Quartzs. Yes. 


LACK OF ADEQUATE AIRLIFT 


Senator Symrneron. The question of the modernity of our Army, 
especially if it is in size but a fraction of the size of the army of the 
possibly enemy, is becoming increasingly disturbing to me, and that 
is especially true in the field of airlift, rather, lack of airlift, which 
we have discussed in the past. 

Do you know what the Army figure for research and development 
was that was submitted by the Army at the same time you submitted 
your $21 billion plus? 
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Mr. Quarues. I am afraid I will have to answer that for the record, 

— SymincTon. Can you supply that? Does anybody have 
it here? 

Mr. Quarues. May I just take a moment here and look for it? 

Senator Symineton. If you have to look it up, would you put it in 
the record? 


Mr. Quaruzs. I would be very glad to; yes, sir. 


UTILIZATION OF PRODUCTION FUNDS 


Senator Symineron. Another question with regard to the Army 
and Navy. Do you feel the same is true with them about the utiliza- 
tion of production funds? 

Mr. Quaruzs. Qualitatively, but I think it is much greater in the 
Air Force than it is in the other two Departments. 

Senator SymineTon. In percentage as well as in money? 

Mr. Quaruzs. I would think in percentage it was greater. 

Senator Symincron. Then I would be even more interested in the 
original figures submitted by both services for research and develop- 
ment, if you have them there. 

Mr. Quaruzs. I think I would waste the time of the committee to 
find them now. I will be glad to supply them. 

Senator Symineton. Thank you. 

Senator Cuavez. Do I understand the Senator from Missouri that 
he wants that in the record? 

Senator Symineton. Yes, Mr. Chairman. I have asked him to 
submit them for the record. 

Senator Cuavez. Then fine; we will have that information in the 
record. 

(The information referred to follows:) 


Fiscal year 1958 research and development budgets 











{In thousands of dollars] 
Presented to 
Secretary of 
Defense 

ATTN Fe 0 onnccesinec~cocccececccocecencceneecrewenccnsevesecersecceceusees $596, 000 
Army research and development. .............--.....-.-----------<- 566, 000 
Armed Forces special weapons project _....-....-...-.----.---...---- 12, 500 
National Security Agency. ...........2.20...-2- cence ncee----neeen- 17, 500 
NE i ecciienindcneddciinieenbaveeeeeenecandnemengmnniioidiipadsa 536, 000 
DE TI... 9.k.oc sc cnccceccdercnateencsesacdcsdectosessnestuawesteacuasetem 858, 000 
Emergency fund........-..............ccceccnee-ceccroeswceseesscenses- 85, 000 
RINT. cnsiaunichebianedlilee tisdale Nese tctiaeNamieananMeiainike | 2, 075, 000 





JOINT AGENCY FUNDS 


Senator Cuavez. Proceed, Mr. Secretary. 

Mr. Quarues. Mr. Chairman, these joint agencies which I have 
referred to are the Armed Forces special weapons project, the National 
Security Agency, the Armed Services Technical Information Agency, 
the Materials Advisory Board, the Titanium Metallurgical Labora- 
tory, and the Air Navigation Development Board. 
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The funds for these joint agencies are included for administrative 
purposes in the budgets of the military departments as follows: 

Army, $28.91 million; Navy, $1.25 million; and Air Force, $6 
million. 

These amounts, when added to the figures just given for the military 
departments’ own programs, will give the appropriation requests 
included in the printed budget. 

It is planned that approximately 10 percent of the obligations of 
research and development funds in fiscal year 1958 will be for con- 
tracts with educational and other nonprofit institutions; 42 percent for 
contracts with industrial contractors; 6 percent in contractor-operated 
facilities for the Government, and 42 percent in Government-operated 
facilities. 

I thought, Mr. Chairman, that would answer your earlier question 
about the breakdown. 

Senator CHAvez. Now 6 percent is in contractor-operated facilities 
for the Government, and 42 percent is in Government-operated 
facilities? 

Mr. Quar.zes. That is right, sir. The 42 percent would be in 
Government-operated facilities, such as the Naval Ordnance Test 
Station in Inyokern. 


TOTAL CIVILIAN EMPLOYEES 


The research and development appropriations provide some $318.8 
million for pay of 59,200 civilian employees, which compares with 
an average number of 59,713 in fiscal year 1956 and a planned figure 
of 59,733 for fiscal year 1957. The distribution of these employees 


among the departments is approximately 12,450, Army; 23,200, Navy; 
and 23,550, Air Force. 


NEW OBLIGATIONAL AUTHORITY 


The breakdown of new research and development obligational 
authority according to the budget classifications, less the $85 million 
emergency fund, is as follows: 

Aircraft and related equipment: $253.6 million. 

Advanced types of piloted aircraft, their propulsion systems, arma- 
ment, and other equipment are developed under this program to 
meet requirements of the Air Force, Navy, and Marine Corps for 
combat and support aircraft, and requirements of the Army for special- 
ized support aircraft. 

Guided missiles and related equipment: $311.2 million. 

Additional emphasis has been placed on ballistic missiles of inter- 
continental and intermediate range. Development also continues on 
other surface-to-surface and air-to-surface missiles for strategic and 
tactical use, as well as on surface-to-air and air-to-air missiles for air 
defense. 

Ships and small craft and related equipment: $78.4 million. 

The Navy undertakes research and development to improve design 
and construction of ships, submarines, and small craft, their machinery 
and other equipment. Small craft in the Army program are for 
reconnaissance, assault, and transport use. 

Combat and support vehicles and related equipment: $16 million. 
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The Army program provides for development of a variety of vehicles 
ranging from tanks and self-propelled artillery to personnel and cargo 
carriers. 

Artillery and other weapons and related equipment: $10.3 million, 

Rocket launchers for advanced weapons are included in the Arm 

rogram, as well as improved weapons of standard type. The sm 
avy program is for specialized weapons for Marine Corps and Navy 
use. 

Ammunition and related equipment, $92.6 million. 

Emphasis is placed on rockets and on increased effectiveness of 
nuclear, as well as more conventional types of ammunition. 

Other equipment, $150.7 million. 

This program provides for communication, navigation, detection, 
warning, training, medical, personal, and other equipment not directly 
related to other programs. 

Military sciences, $214.7 million. 

Basic and applied research of general applicability to military 
requirements is carried on under this program, as well as the develop- 
ment of materials, components, and techniques that underlie our 
program, rather than being specifically directed to new systems. 

Operation and management of facilities, $438.5 million, which 
Senator Symington referred to as having been somewhat recently 
incorporated in this research and development account. 

Costs of the research, development, and test facilities of the services 
which are not directly charged to other programs under the present 
practices of each department are shown in this category. 

That, Mr. Chairman, is my statement. 

Senator Cnavez. It made, in my mind anyway, a very under- 
standable statement. I want to thank you for it. 

You stated at the start that you had with you Mr. William M. 
Holaday and Mr. John B. Macauley. 

Will their testimony be of a classified nature, or are they just going 
to talk in general details? 

Mr. Quartes. They were here at this time in readiness to answer 
any questions that you might wish to discuss or that you might wish 
to direct to them. 

I think it is fair to say that questions of that sort might more likely 
be addressed to them in a closed meeting, where we can discuss the 
classified problems. 

Senator Cuavez. Unless some of the other Senators on the com- 
mittee care to ask any questions, I have no desire at the moment. 
And we will wait then until we have an executive meeting. 

Mr. Quaruzs. Yes. 

Senator Cuavez. Senator Bridges is here with us. Secretary 
Quarles has just finished his statement and elaborated on it. 

know you are busy so excuses are not in order. 

Would you care to ask any questions? 

Senator Bripces. No, not right at the moment. 

I may, as a result of Senator Symington’s questions, have some, but 
not at the moment. 

Senator Symineton. May I proceed, Mr. Chairman? 

Senator Cuavez. Certainly. 
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APPEARANCE OF WITNESS BEFORE SUBCOMMITTEE 


Senator SymincTon. Mr. Secretary, I think you will recall Saturday 
afternoon I called to find out if you were going to appear before the 
subcommittee Tuesday morning, and you said you were. Why did 
you change your mind? 

Mr. Quaruzs. I did not change my mind, Senator Symington. I 
suppose I have had half a dozen different advices as to when to appear 
before the committee, and I was advised that the plans were changed 
and I should appear today, but not to appear yesterday morning; 
therefore, I did not. 

Senator SymineTon. Did anybody in the administration suggest 
you not appear to defend the directive 7200.4? 

Mr. Quartgzs. No, sir. 

Senator SymineTon. Yesterday we had testimony from Mr. Mc- 
Neil. As I remember the testimony, and if anything here is incorrect, 
of course we will correct the record. I believe this is accurate. 


REDUCTION DUE TO FISCAL REASONS 


He testified that cuts in the B—52 and KC-135 programs, and in the 
Air Force maintenance and operation funds, were dictated primarily 
by fiscal reasons. 

He also cited budgetary and debt-ceiling problems as affecting the 
administration decision. Would you comment on that, inasmuch as 
you were involved until last month with policies of the Department 
of the Air Force? 

Mr. Quarues. Not having seen Mr. McNeil’s testimony, I am not 
sure whether the cuts you refer to are those that might grow out of 
these recent directives, or whether they are the cutbacks we made 
some months ago to hold the level of production at 15 a month rather 
than 20. 

I am sorry, but I don’t understand the question yet. 

Senator Syminaton. There was no testimony presented as to what 
the recent directive did to the Air Force, so we would be talking about 
the previous cuts in the program, at the time you were Secretary. 

Mr. poor In that case, I would have to separate these items 
and deal with the B—52 item specifically. 

I think the Senator will recall that before the Armed Services 
Committee, I did explain, I think, in some detail our reductions in 
the Air Force—and at that time I was testifying as Secretary of the 
Air Force—and testifying for a modified B—52 program to hold it to 
a level of 15 a month, rather than going to 20 a month. 

Those reductions and those reasons in some degree perhaps are 
classified and, at any rate, they are in the record. 

Those seemed to me to be compelling and sufficient reasons. 

Senator Symineton. The reasons are in an executive record, not 
one which it is the custom of that committee to make public. But 
if you do not want to discuss it in a public hearing, I will accede to your 
wishes. 


I am surprised we cannot discuss it in an open hearing; but if that 
is the way you feel about it, that is all right. 

Mr. Quartes. I did not mean to take quite that position, so let 
me discuss it as well as I may under the circumstances. 

1 think it might be helpful for me to do so. 
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B-52 PRODUCTION PLANS 


The committee will recall that our plans for the production of the 
B-—52 were to reach a level of about 15 a month at about the present 
time. As a matter of fact, in this present month, as I recall, and to 
build on up to 20 a month by December of this current year. 

Also, that our requirement for B—52’s of about 603 aircraft to com- 
plete the equipping at 45-UE of our 11 wings would result, if we pro- 
ceed on the 20-a-month basis, in the large part of this aircraft being 
supplied in the present model design rather than in an improved de- 
sign that we are anxious to get. 

We found that we could substantially increase the proportion of the 
improved design if we leveled out the production at 15 a month rather 
than going to 20. 

Considering all factors in the case, it was recommended to me b 
the Air Staff, and it was my judgment to concur with the Air Staff, 
that we hold the level at 15 a month and we did so order on our con- 
tractors. That is the course we are now on and I know of no plan 
influenced by budgetary or fiscal considerations to change that course, 
although the Air Force is studying this whole situation and it may 
still come to Defense with some proposed change. 

Senator Symrneron. As I understand it, then, there was no deci- 
sion to change the ultimate number of B—52’s unless the B-58 came 
into the picture. It was just desired to lengthen out the schedule, in 
order to have a better airplane when you finally got it; is that correct? 

Secretary Quartes. That is correct. The number “603” was the 
number for the equipment of the 11 heavy wings from the start and 
it is still the number we propose to procure with the funds budgeted 
for fiscal year 1958. 

Senator Symineron. Thank you for that explanation, especially 
since there has been talk of a falldown in Russian production as 
justification for our reducing our own B-52 production. It is healthy 
that you have given us a clear explanation of the facts in this particular 
category. 

Would you care to comment on the KC-—135? 


KC~—135 PRODUCTION 


Secretary Quaries. The KC~—135 is about a year behind, for tech- 
nical reasons, the B-52 in its buildup of production. That merely 
says that we got started on it later and the factory is following a 
buildup curve that lags the B—52 curve about 1 year. 

Our original plan had been to build that production also up to 20 a 
month. That, however, would not have been achieved for almost a 
year later than December 1957, which I mentioned for the B-52. It 
is a bit less than a year for the buildup because the buildup is more 
rapid, but, at any rate, it is at a later time. 

As the committee knows, the Air Force plan is to provide 2 tankers 
for each 3 heavy jet bombers. This somewhat tapered-off rate of 
production of the B-52 seemed to us to justify the holding of the 
tanker also at the 15-a-month rate. Partly, too, because while we are 
expecting to produce the B—58 jet bomber and it will, of course, also 
require tankers, nevertheless, its availability in the inventory is at a 
later date. Therefore, we do not need the tankers for that purpose 
quite as soon. 
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Senator Symington, while this is a bit of a complicated answer, it is 
the essence of our thinking in holding both the B—52 and the KC—-135 
at the 15-a-month rate. 

Senator Symineton. Would you care to tell us how many B—52’s 
you now have in operating units, or is that classified? 

Secretary Quar.es. I would think it wise not to state that figure. 

Senator Symincton. Would you care to state how many KC-135’s 

ou have in inventory? 

Secretary QuaR.zs. I might have other reasons for not wanting to 
state that because we do not have very many. I will supply that. 
We started delivering to the inventory at the beginning of this year. 

Senator Symineton. If you order some B—58’s, you will need more 
KC-135’s than you would need if you kept all B—52’s; would you not? 

Secretary Quartes. That is correct, but we will need them at a 
later time. 

BUDGETARY AND DEBT CEILING PROBLEMS 


Senator Symincron. Mr. McNeil testified that budgetary and debt 
ceiling problems affected the administration’s decision in this field. 
Would you agree with that? 

Secretary Quarues. I think one would have to say that we were 
conscious of budgetary problems as one of the considerations here. 
In other words, we were in effect balancing our resources against one 
program or another; so it was a consideration, but I thought we were 
able to make a very satisfactory determination of these high-priority 
projects within the budgetary limitations. 

Senator Symineron. I would not want to assert that Mr. McNeil 
said it was the entire reason, but I believe he said it was one of the 
primary reasons. 

Here is what has me worried, especially as a result of these new 
directives. You went into detail about the modified 128- to 137-wing 
program, which actually goes to 123 wings. 

This lowered program means nothing unless you put up the money 
to make it possible, which you are not doing. The fiscal situation 
dominates the entire picture. It is not fair or right to emphasize 
and reemphasize to the Congress that this is the program you need 
for the future security of the United States; and then not put up 
nearly enough money to get that program. If you do not put up 
enough money to get the program in question, either you again have 
to reduce the size of the program, as you did last year, or you have to 
stretch it out. Does that make sense to you? 

Secretary QuaRLES. May I comment on it? 

Senator SymMineton. Yes, sir, if you will. 

Secretary Quar.tes. The budget filed with the Congress asked for 
certain appropriation authority and stated the intended expenditures 
of the Department in fiscal year 1958 in carrying out this program. 
Taking the Defense Department as a whole, I remember those figures 
as being $38.5 billion of obligational authorty and $38 billion of 
epee in the next year. 

f I may address myself to the Air Force end of it a bit more par- 
ticularly, where I am on surer ground, the estimates of expenditure 
corresponding to this $38 billion overall figure now appear to have 
been lower than they would need to be to support the program which 
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we at that time discussed. To what extent they are lower and what 
adjustments, if any, we will have to make either to meet the $38 
billion limit or perhaps to agree that the limit should be higher, [| 
would say those are matters that deserve and are receiving very in- 
tensive study; but I do not have answers on them at this time. 


CUT IN PROGRAM 


Senator Symrineron. Or cut the program? 

Mr. McNeil testified that if the Defense expenditures continued at 
the current rate they would approach $42 billion instead of $38 billion 
in fiscal 1958. 

Mr. McNeil said: 


We have been informed, considering the anticipated revenues of the Government 
and the statutory debt limit, expenditures for the Department of Defense must 
not substantially exceed the budget estimate of $38 billion during the coming year, 

If that is true, it means automatically you have to cut the program, 
does it not, or have a paper program? 

Secretary QUARLES. t would like to comment in this way: The $42 
billion estimate of expenditure is merely taking the monthly rate we 
have experienced in the last month or two, the highest monthly rates 
we have ever experienced, and projecting these on a 12-month basis 
into the next year. 

I am not at all sure that that is the best estimate we can make of 
expenditures that are to be expected next year. $42 billion is a good 
deal higher figure than anybody has hazarded up to the present time 
except by extrapolation of our present going rate. So, I do not accept 
the $42 billion figure as having much validity, nor am I willing to say 
that the $38 billion figure is the final determination as to what the 
Government should do. 

It is true, as Mr. McNeil brought out, that it is the President’s 
budget figure as filed with the Congress and it is the administration’s 
present view as to what we ought to do. 


PROGRAM ALTERNATIVES 


Senator Symineron. With the premise that the administration’s 
$42 billion expenditure figure—and they presented it to us—not us, 
to them—is going to continue, you either have to reconcile yourself 
to the necessity to expend more money, or you have to reduce the 
program, or you have to stretch out the program. Is that not right? 

Secretary Quarues. I feel those are the clear alternatives and I 
know of no other. 

Senator Symrneton. Mr. McNeil said: 

We have been informed, considering the anticipated revenues of the Govern- 
ment and the statutory debt limit, expenditures for the Department of Defense 
must not substantially exceed the budget estimate of $38 billion for the coming 
year. 

Do you know who are the “‘we’’? 

Secretary Quar.zs. I think that means the Department of Defense 
has been so informed by the Bureau of the Budget, to whom we look 
for that kind of information. 
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ROLE OF BUREAU OF THE BUDGET 


Senator Symineton. Does the Bureau of the Budget, after the 
Congress has expressed its decision about the money, based on the 
program presented, does the Bureau of the Budget have the authority 
to arbitrarily alter the program? 

Secreta rome ere I am not on too solid ground because 
this is ome ff a constitutional lawyer’s question. 

My understanding of it is that the Bureau of the Budget does have 
not only legal authority but it has the obligation imposed on it in 
respect to the debt limit of the Government, and to the extent that 
expenditures threaten the debt limit, then I think it does have a solid 
authority to control it. 

I would say the Bureau of the Budget’s role here is as spokesman in 
carrying out the administration policy rather than its being authorita- 
tive in itself. ‘That is my concept of the situation. 

Senator Symineton. I have more questions, but know my able 
friend from New Hampshire is just about the busiest man in the 
Senate. 

RESULT OF HOUSE REDUCTIONS 


Senator Bripces. There were three amounts for research and de- 
velopment eliminated in the House bill. They totaled $30 million— 
$8 million from the Army, $10 million from Navy, and $12 million 
from the Air Force. If those House cuts stand, what would be the 
result? 

Secretary QuaRLEs. The result would be a paring down of the pro- 
gram. The committee, as I read its report, did not direct the cuts at 
specific elements of the program but merely with the general observa- 
tion that with a thing that big it ought to be possible to cut a little off 
of the scalp or toes, or something, so that it was not so big. My 
feeling is that it ought not to be cut. 

Senator Brincrs. Assuming the cuts stand, you would not inter- 
pret the House report to mean they were aimed at any particular 
thing or project but rather on the overall general cost? 

Secretary QuarueEs. As an across-the-board affair that we would 
adjust to our best advantage if that is what we have to live with. 


FUNDS FOR SUBMARINES 


Senator Symineton. Do you think, based on the potential of the 
nuclear submarine, that we are putting enough money into the 
research and development program of our submarine picture, offense 
as well as defense? 

Secretary QuarRuEs. I would like to be responsive to that, but I 
really am not qualified to express an opinion. I have not studied it 
that closely. 

Senator Symineron. I would rather have your opinion than 
anybody. When do you think you could give us an opinion? 

Secretary QuaruEs. I will be glad to study it and respond to that 
question. 

Senator Symineron. Would you try to have that opinion by the 
time the chairman calls you into executive session? 



















522 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator Bripces. I[ think one of the most. important things is anti- 
submarine detection, and with the chairman’s permission, in executive 
session, we would like to go into that. 

Senator Cuavez. Yes, but that will be sometime. I would not 
like to call an executive session until we decide to mark up the bill. 

Senator Bripces. When tbat time comes, I will be prepared for a 
pretty good briefing on it. 

Senator Symineron. I would appreciate Secretary Quarles first 
reading the impressive talk given by Senator Jackson, a member of 
the Joint Atomic Energy Committee, incident to the whole submarine 
picture made on the floor of the Senate May 27. 


DEPARTMENT OF DEFENSE DIRECTIVE 


Mr. MeNeil mentioned the directive of May 22. Do you know of 
that directive? 

Secretary Quar.es. Yes, I do. 

Senator Symrneron. It takes $100 million from the Army, $150 
million from the Navy and $250 million from the Air Force. Mr. 
MeNeil said that was prompted by fiscal factors, chiefly the rising 
defense expenditures. He also said that the directive of May 21 was 
largely due to the fact that the Air Force “did not use sound financing 


practices.”” Then there was a story in the press which referred to the 
same thing, as follows: 


An authoritative Pentagon source hinted today at a possible “flagrant violation” 
of proper purchasing procedure by the Air Force. 


You were the Secretary up until last month. Do you know of any 
“flagrant violations’ on the part of the Air Force, with respect to 
purchasing procedure? 

If so, please be frank and tell us about it. 

Secretary Quar.es. I know of no flagrant violation of the laws 
and regulations that existed prior to the issuance of this directive, as 
I understood the laws and regulations. This is not exactly a black 
and white area. There is a gray area here where it is a matter of 
judgment and opinion and where it is not even exactly clear just what 
our understandings with the Congress have been. 

I can only say that prior to the issuance of this directive, which, of 
course, establishes a new regulation and a new measure of propriety, 
L believe we proceeded not only legally and ethically but, to the best of 
my knowledge, properly in conducting the business of the Air Force. 
This is not to say that as you scan the hundreds and even thousands 
of specific items you cannot find any single one that might on close 
analysis be judged to be over the line. 


CRITICISM OF AIR FORCE PURCHASING POLICIES 


Senator SymineTon. We are talking policy, not about the inevitable 
mistakes which are bound to be made in any big business, or in our 
big Government. 

Getting into more detail as I understand it, the great criticism 
made of the Air Force, starting in the winter of 1953, was that this 
service was purchasing on the basis of too long lead times, which 


policy meant too much unobligated carryovers, and, therefore, too 
much unobligated funds. 
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The latest criticism apparently is in reverse, namely, criticizing the 
Air Force for making contracts on component parts of long-lead-time 
GFE items. Such action of course reduces overall lead times. Also 
there is talk about the Air Force being “guilty” of installment buying 
by committing for these component parts which take so long to build, 
even though it has never exceeded the amount of money made avail- 

able to it by the Congress. 

As to the second point, I am completely satisfied that its operation 
was good business, sound and wise and proper—and especially because 
it tended to reduce unobligated funds. The Air Force never committed 
the Government for one cent more than the money appropriated to 
the Air Force. 

Often in business, a buyer says, “I will contract with you for so 
many months’ work, say up until the Ist of September. I cannot 
go until the 1st of January because I do not have approval of the 
money from our Board of Directors, but I wish you would cover for 
steel and copper until January because I think I will get the money 
for you.’ 

That is normal business procedure which any president of any 
company is anxious to have his director of purchases follow. In 
this Air Force case, there is one more plus the Air Force buyer could 
utilize in order to make the seller commit for materials; namely, the 
fact that the program of the President, if carried out, would auto- 
matically mean there would be more business. It is true that if you 
did buy long lead time component parts of engines or electronic 
equipment in order to have all Government furnished equipment on 
hand at the time of final assembly, you might end up with some extra 
parts if your program was radically changed. Apparently, that 
possibility is now an issue. I was amazed at the degree of the issue 
they are trying to build it into in order to cut expenditures and thereby 
help their fiscal problem. 

And there is more. I now find that the Air Force for years has 
presented this money to buy long lead time component parts under 
a heading called ‘‘Preproduction Payments.’”’ You all presented it 
in your prepared budget not only to the Department of Defense, but 
you also presented it to the proper committees of the Congress in the 
many years this policy has been in effect. 

If the administration is now going around to get money somehow 
in order to help its problem of growing expenditures and the debt 
ceiling, it could not be more unsound or unfair to try to make the 
Air Force a goat by now criticizing long agreed upon purchasing 
procedure. Any statements about ‘flagrant violations” and ‘“un- 


9 


sound financing’? are unfair and inaccurate statements; and the 
actual record so proves. 
Would you care to comment on that? 


VIEWS ON PROCUREMENT POLICIES 


Secretary QuaruzEs. I believe, Senator Symington, your statement 
about business practice in this regard is a fair and accurate statement 
as we would all expect it to be. 1 think the practices you described 


are completely ethical and sound in the conduct of business as I 
know it. 
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However, this may or may not be applicable to the Government 
and from where I now operate in the Government, what is proper to 
do in the obligation of funds is defined to me by the Congress and the 
legislative history of the appropriations, and so on, and I would say 
it would be improper, if not illegal, for me to do something in my 
present situation which would be against the will of the Congress or 
the legislative history of the appropriations even though the same act 
would have been a perfectly legal and proper thing in the business 
transaction. 

I only want to make the point that we are dealing here with the 
best understanding we can get of the intent of the Congress in making 
the appropriation, and what is or is not proper has to be measured in 
relation to that intent with such administrative directives and regu- 
lations as are issued in conformance with that intent. So, measuring 
propriety now on that standard, I have to say that prior to the 
issuance of this directive I thought we were proceeding in accordance 
with the will of the Congress. I am not certain that we were in all 
respects. 

Certainly, after the issuance of the directive and assuming that it 
is carried out as it now stands—I would like to come back to that 
reservation—but the directive as it now stands defines a standard of 
conduct and the Air Force will be required to modify in some degree 
the practices that it has been following in the last several years, 
practices in preproduction funding to take care of long-lead-time 
items so that you will be ready to buy the major item when the time 
comes and other practices of that kind which are on the borderline 
or over the borderline depending on your definition of ‘‘full funding.” 


DIRECTIVE PROTESTED 


Senator Symineton. You must have thought it was right in the 
past or you would not have had it presented to the Department of 
Defense and the Bureau of the Budget by your Comptroller. 

Secretary Quar.es. I did think it was right. 

Senator Syminetron. You prepared a protest to the Department of 
Defense in this matter that was ultimately signed by Secretary Douglas, 
did you not? 

Secretary Quar.es. I certainly had something to do. with the prep- 
aration of it and I was aware of it. 

Senator Syminetron. As I understand it, based on Mr. MecNeil’s 
testimony yesterday, Secretary Douglas has filed another letter of 
protest against 7200.4, dated May 31. I have not seen the letter, 
but understand that to be the case. 

Secretary Quar.tes. I am familiar with that in detail. 

Senator Syminetron. Do you still feel that 7200.4 is still not the 
right directive in the handling of our money with regard to our 
security? 

Secretary QuarR.LEs. We will have to give careful consideration to 
the reclamas by the Department against this directive. 

You will recall one of the last sentences in the directive allows the 
departments to reclama and seek the approval of the Secretary of 
Defense. Whether it is a good or bad directive can only be ascer- 
tained after we see what reclamas are brought forth. 

Senator Symineton. Did you have any opportunity, or did Secre- 
tary Douglas, to discuss the taking of $250 million out of obligation 
funds, in the directive of May 22? 
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Secretary QuaRLES. That decision, I may say, was taken after my 
move and after Mr. Douglas became Secretary, and we both partici- 
pated in the discussions leading up to that directive. 

Senator Symineron. Did you object to the directive? 

Secretary QuaRLEs. Not too strongly. 

Yes, I think one must say we objected to the directive or at least 
we made it clear that the directive would impose problems, but this 
particular point is really a minor aspect of the whole bind we are in 
rather than a major one. 


SENATE PROBLEM 


Senator Symincton. It may be minor to you, but here is the problem 
of the Senate: First, the administration requests a restoration to the 
Air Force of the some $669 million that was cut out of the President’s 
budget by the House. But now these hearings have shown that two 
directives have gone out which take away a great deal more from the 
services than the administration is asking the Senate to restore. You 
all are issuing internal administrative decisions which cut far more 
than you are asking the Senate to restore. 

How can we believe that you really need this money when you are 
asking us to get back much less than you are taking out yourselves. 

Secretary QuaRLEs. I am glad you give me an opportunity to belp 
you believe that. 

Senator Symincron. You said $250 million was a minor matter. 

Secretary Quar.es. I did not mean to be quite that cavalier about 
$250 million, but the withholding of the authority to obligate the $250 
million in respect to the Air Force or the $500 million in respect to the 
three departments and the withholding of that authority for the rest 
of this fiscal year, of course, does not remove this authority from the 
departments. It merely delays the availability of it to them for 
perhaps a month or two. I meant to say that I consider that a minor 
matter in this whole picture and I do not feel that it argues against 
the restoration of these cuts. 

Senator CHavez. While $500 million is a big amount, the fact that 
it is being delayed 2 or 3 weeks is what you meant was a minor matter? 

Secretary QuarLes. Exactly, Mr. Chairman. 


EFFECT OF DIRECTIVE 


Senator Syminaton. The $500 million has to do with the delay 
from fiscal 1957 to fiscal 1958 even though it will be compounded in 
1959 and 1960. But what the 7200.4 directive does is reduce the 
amount for the Air Force alone several billion dollars. 

Secretary Quarues. I hope I did not give the impression that I felt 
the 7200.4 was a minor matter. I was not addressing myself to that 
but only to the temporary withholding of these sums, amounting to 
$500 million in the Department. 

Senator Symineton. How do you feel about the 7200.4 as against 
what you are asking us to try to restore that the House took out? 

Secretary QuartEs. The 7200.4 directive, if applied in a most rigor- 
ous interpretation and without the approval of any exceptions which 
are in a sense admitted as possibilities or invited as reclamas 

Senator Symineton. The directive was to go into effect in 10 days, 
and it was written on May 21. Is it going to be extended? 
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Secretary Quar.Es. The taking effect of the directive is extended 
in the sense that the departments have the opportunity to work out 
the situation. I am assuming that that working out process includes 
the filing of reclamas from the departments and the adjudication of 
these questions which will involve considerable detail. 

I would like to say that the impact of this directive will depend 
greatly on what happens from now on in considering these reclamas 
and in actions in the Department of Defense and interpretations of 
the directive. Therefore, I am not prepared to say how great that 
impact is. I have the belief that it will be worked out so that this 
directive in itself will not have a great impact. 

Senator Syminetron. Mr. Secretary, you can see what is going on, 
The degree of the impact will depend on the degree of the fiscal problem 
of the administration. 

Based on the testimony yesterday, the reason for the directive and 
the reason for the letter was because of a fiscal problem. What 
worries me is, what is a Security Program? Is it dollars, or number of 
planes, number of carriers and number of divisions? 

Senator Cuavez. At this point, in answering the questions, bear in 
mind we know that the military is cost conscious but national security 
is just as important and, in my opinion, more important. 


DEVOTION TO PROGRAM 


Secretary Quar.zs. I am sure the committee is well aware of my 
own devotion to the program and a great desire to achieve the pro- 
gram in maximum degree. I can assure you that it will be my effort 
to use resources that can finally be made available to us to the best 
advantage. It is true as things stand today that there is an unresolved 
discrepancy between the estimates of expenditures which are filed in 
the budget for fiscal 1958 at $38 billion and the estimates of programs 
and obligational authority which are set forth in the same document. 
How we resolve that discrepancy, I do not yet know, and the Senator, 
in fact, has said there are three possibilities, and it may be all three of 
them or it may be parts of all three of them or it may just be one of 
them. 

I can only say as far as I personally am concerned, I will approach 
it with the greatest desire to achieve the fairest program possible. 


REQUEST BY PRESIDENT FOR FUNDS RESTORATION 


Senator Symrneron. The Comptroller of the Department of De- 
fense said, ‘‘We have been informed that we must cut our expendi- 
tures.”” To me, we are now operating in sort of an Alice in Wonder- 
land setup. If the President, for example, is sincere when he goes on 
the air and asks the Senate to restore the cuts that have been made by 
the House, surely he should at the same time ask for a raise in the 
debt ceiling, should he not? 

Secretary QuaRLEs. I cannot make that statement because I am 
not well enough informed about the overall situation. 

Senator Syminecton. You have agreed, and the Defense Comp- 
troller agreed yesterday, that there is not enough money available to 
go ahead with the program of expenditures so as to obtain the defense 
program that has been approved. If you take that as a premise, 
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everybody agrees that you either have to raise the debt ceiling, or 
cut the pr ogram, or stretch it out. Why has not the Congress the 
right to participate in the decision where the program should be cut 
after listening to all the evidence. We are supposed to have some- 
thing to do with appropriations. Would it not be sound thinking if 
the program is right to say, ‘‘We need more money and we ask you 
to raise the debt ceiling, ” Dather than going to all this fanfare to get 
money you know you are not going to be able to use, because of the 
very debt ceiling in question? 

It seems to me we are wandering around in a fairyland of illusion, 
the way this testimony has been developing before this committee. 

Secretary Quar.es. I will go to your fairyland far enough to say 
that I think we are in an area of uncertainty at the moment and one 
that needs to be studied very closely and resolved. I cannot say that 
we are up against a need for increasing the debt a because, of 
course, defense is only one aspect of this whole problem 

Senator SymineTon. A pretty important aspect. 

Secretary Quar.es. Therefore, | am not in a position to make a 
statement or even to express an opinion. 


ALTERNATIVE PROGRAMS 


I do agree that the situation we are in seems to call either for higher 
expenditures than stated in the budget papers, or for a lower program 
as stated in the budget papers, or for a stretchout of the program as 
stated in the budget papers. 

Senator Symrnetron. That is all I wanted you to say. 

Secretary QuaRLEs. How we work it out between these three possi- 


bilities, I just do not know at this time. 

Senator Symineron. You are the Deputy Secretary of Defense. 
The legislative history will prove that the title ““Deputy” instead of 
“Under” was used in order to make you the alter ego of the Secretary. 
They wanted to make you more than an Under Secretary. I think, 
of the three programs, we have the right to ask you which, in your 
opinion, you think we should follow. 

Secretary Quaruies. | would be glad to respond to that question 
after | have had an opportunity to-study the details. 

I think it would be premature for me to express such an opinion 
today. 

Senator Syminaron. You say that there are three courses that we 
can follow, and I agree. One is we can get more money by raising 
the debt ceiling. The other is, ‘We can reduce the program,” and 
say, ‘‘We do not need 128 wings, or so many divisions, or so many 
carrier task forces.” The third i is, ‘We will stretch out the program 
regardless of the potential danger incident to the continuing Com- 
munist growth of strength.” 


COMMUNIST THREAT 


Secretary QuarLES. May I not concur in your “regardless’’ 
words, but the three points you have mentioned are correct. I would 
not agree that I am going to do anything regardless of the Communist 
threat. 
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Senator Symineron. Is not the Communist threat growing daily 
as far as their warmaking potential is concerned? 

Secretary QuaRLes. I would say their warmaking potential js 
growing daily. 

Senator Symineron. Therefore, whatever we do we have to do jn 
the face of that fact, do we not? 

Secretary QuaRLES. We do. 

Senator Symineton. The three points we have mentioned are 
lengthening out the program, reducing the program, or taking fiscal] 
actions to get more money; is that correct? 

Secretary QuarR.Es. I agree. 

Senator Symineton. Thank you, Mr. Secretary. I have some 
more questions, but I will defer them. 

Senator Cuavez. Thank you, Mr. Secretary. 

Senator Symineton. Mr. Chairman, I thank Mr. Quarles for 
being, as usual, an intelligent and cooperative witness. 

Senator Cuavez. Due to the fact that one of the Senators required 
some information from the Air Force and that that information has 
not been received, Secretary Douglas will not be here this afternoon, 

However, the committee is going to continue tomorrow morning with 
Mr. MeNeil, so we now stand recessed until 10 o’clock tomorrow 
morning. 

Again, thank you. 

(Whereupon, at 12:30 o’clock, Wednesday, June 5, 1957, the com- 
mittee recessed to reconvene at 10 a. m., Thursday, June 6, 1957.) 
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THURSDAY, JUNE 6, 1957 


Unitep Sratss SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Dennis Chavez presiding. 


Present: Senators Chavez, Ellender, Bridges, Thye, Dworshak, 
and Symington. 


DEPARTMENT OF DEFENSE 


SALARIES AND ExpENssEs, OFFICE OF THE SECRETARY 


STATEMENTS OF W. J. McNEIL, ASSISTANT SECRETARY OF DE- 
FENSE (COMPTROLLER), MAJ. GEN. R. S. MOORE, SPECIAL 
ASSISTANT TO THE ASSISTANT SECRETARY OF DEFENSE 
(COMPTROLLER), MAX LEHRER, DIRECTOR, ECONOMIC AND 
FISC.. ANALYSIS DIVISION, AND M. H. LANMAN, JR., 
ASSIST..NT GENERAL COUNSEL (FISCAL MATTERS), DEPART- 
MENT OF DEFENSE; HERMAN LA CROSSE, DEPUTY DIRECTOR 
OF THE ARMY BUDGET; BRIG. GEN. A. F. CASSEVANT, CHIEF, 
ARMY PROCUREMENT DIVISION; MAJ. GEN. W.S. LAWTON, DI- 
RECTOR OF THE ARMY BUDGET, DEPARTMENT OF THE ARMY; 
REAR ADM. JAMES A. RUSSELL, CHIEF, BUREAU OF AERO- 
NAUTICS; REAR ADM. GEORGE F. BEARDSLEY, ASSISTANT COMP- 


TROLLER, OFFICE OF BUDGET REPORTS ; AND REAR ADM. ALBERT 
G. MUMMA, CHIEF, BUREAU OF SHIPS, DEPARTMENT OF THE 


NAVY; MAJ. GEN. FRANK A. BOGART, DIRECTOR OF BUDGET, 
DEPUTY CHIEF OF STAFF (COMPTROLLER); MAJ. GEN. L. P. 
GERRITY, ASSISTANT FOR PRODUCTION PROGRAMING, AND 
MAJ. GEN. DANIEL F. CALLAHAN, ASSISTANT FOR PROGRAM- 
ING, DEPUTY CHIEF OF STAFF (OPERATIONS), DEPARTMENT 
OF THE AIR FORCE 


STATEMENT OF THE CHAIRMAN 


Senator CHavez. The committee will come to order. 

After Mr. McNeil gets through, it is the purpose of the committee 
to take up the Office of the Secretary of Defense, and inasmuch as they 
are not reclamaing some items, I would like to insert this statement. 

The President asked for salaries and expenses, OSD, $16,700,000. 
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The House allowed $15,900,000. The House action decreased it by 
$800,000. That cut the budget estimate by about $800,000. 
They are asking for $15,900,000 for salaries and expenses. 
On Office of Public Affairs are they asking for a restoration of 
$25,000? 
Mr. McNett. No, sir. The House reduced the amount by $25,000, 
sir. 
Senator Cuavez. In other words, under title 1, “Salaries and 
expense,” they are not asking for any restoration? 
Mr. McNer. That is correct, sir. 
Senator Cuavez. OPA. They are not asking for any restoration 
in salaries and expenses? 
Mr. McNett. That is correct, sir. 
Senator Cuavez. Under title 2, they are not asking for restoration 
on claims? 
Mr. McNett. That is correct. 
Senator Cuavez. Or contingencies? 
Mr. McNett. That is correct, sir. 
Senator CHAavez. Or emergencies? 
Mr. McNeiu. There was no change by the House in that request, 
Senator Cuavez. Retired pay? 
Mr. McNett. Again there was no change by the House and, there- 
fore, there was no action. 
Senator CxHAvnz. “Salaries and expenses, Court of Military 
Appeals’’? 
Mr. McNeiu. Again there was no change by the House. 
Senator Cuavez. There was no change in either the budget or the 
House committee or the House action, and you are satisfied with that? 
Mr. McNett. Yes, sir. 
Senator Cuavez. All right, you may proceed, Mr. McNeil. 
Mr. McNett. I believe, sir, that Senator Ellender wanted to pur- 
sue certain facets of the appropriation request, principally the 
problem of carryvovers. 












































STATEMENT RY SENATOR ELLENDER 
UNOBLIGATED BALANCES 


Senator ELLenpER. Mr. Chairman, it will be recalled that when 
we met 2 days ago, I felt it might take longer than anticipated to 
question Mr. McNeil, so I yielded to my colleagues, Senators Salton- 
stall, Symington, and others; and this morning I would like to pro- 
ceed, if I may, with a full discussion on the so-called unobligated 
balances in the various departments of the armed services. 

I took this matter up with Mr. McNeil 3 or 4 years ago, when I 
became a member of this subcommittee, and at that time I was 
astounded to find as much as $15% billion of unobligated funds. 

As I recall, the main reason assigned at that time was short lead 
items. 

Last year when Mr. McNeil appeared before this committee, he 
presented a statement assigning seven additional reasons for the 
unobligated balances. This year, some 9 or 10 additional reasons 
have been given to justify the unobligated balances and I propose 
to cover each one in detail. 
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The first reason offered which is similar to the one presented to the 
committee 4 years ago is as follows (reading): 

The first procurements on short-lead-time components are placed when neces- 
sary to meet requirements or maintain continuity of production, even when 
this practice results in placing the orders after the end of the program year. 


Would you want to expand on that statement to make it crystal 
dear what is meant by it? 


STATEMENT OF SECRETARY McNEIL 


Mr. McNett. I believe, Senator Ellender, that in the charts that 
[had day before yesterday, it was indicated rather graphically, that 
in the case of going ahead with a substantial major item of equipment, 
which really comprises a number or several types of articles or com- 
ponents, that we found it very good business practice to place the 
order for the main part of the structure or item in a given year, any 
item which could possibly be ordered later and still be delivered in 
time to fit into the end item, you probably can save some money by 
keeping that money set aside and placing the contract at a later 
period. 

If, in the meantime, there have been design changes—improvement 
in the catapult, improvement in the electronic viewer, the radio, the 
radars, or anything else, your later improvements are incorporated 
without having to go back and cancel orders, change and scrap some 
material. 

Senator ELLENDER. But, in any event, you do have the money on 
hand from the beginning? 

Mr. McNetu. Yes, sir; that is the idea. 

Senator ELLenpER. To take care of the entire contract? 

Mr. McNetu. Yes, but it would show as unobligated. 

Senator ELutenpER. Yes, I can see that, and that, of course, is in 
accord with the understanding of this committee and the Congress. 

A decade ago, we used the contracting authority, and since that 
has been abolished we have been using full financing of end items. 

Mr. McNetu. We believe this principle conforms with the basic 
principles outlined by both the House and the Senate. 

Senator ELLenpER. Before you, Mr. McNeil, is a chart which was 
prepared by a member of the committee’s staff from figures furnished 
him by the Department of Defense. The chart was prepared at my 
request. Since I will be referring to it, while questioning you, I 
respectfully request that this chart showing the analysis of unobli- 
gated balances of the Department of Defense, exclusive of military 
construction, be placed in the record at this point. 

Senator Cuavez. Very well. 

(The document referred to follows:) 
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AIRCRAFT AND RELATED PROCUREMENT 


Senator ELLENDER. The first reason is forward purchasing policy, 
In the appropriation, “Aircraft and related procurement,” there are 
unobligated balances of $290% million under the reason. How did 
you reach that figure? 

Mr. McNett. I would like to respond to that question in two parts, 
if I may, sir. 

First, as far as the Office of the Secretary of Defense is concerned, 
we are trying to establish uniform policy which represents very sound 
practices, and I want to add, we should not have anything in these 
accounts carrying over unless there is a good and specific reason for it; 
anything else we ought to drop out quickly. 

I want to add also that the figures on this table do tie in to our total 
carryover figures, but in some respects are not the usual classifications, 
In 1956 we had substantially more than we will carry over at the end of 
this year, and substantially more than we would carry over at the end 
of 1958. 

Senator ELutenpEerR. Mr. McNeil, let us go to the question I asked 


ou. 

Mr. McNgztt. I am coming to that. 

Senator ELLeNDER. Yes; but in my opinion we are just going 
around and around, and we are going to be here all day, maybe to- 
morrow, at this rate. 

The question I asked was very simple. How did you reach the 
figure of $290 million under “‘Aircraft and related procurement’’? 

Mr. McNetu. Yes; I wanted to say, sir, that on the items that 
aggregate the $290 million, the individual items, I will have to ask the 
representatives of the military departments who are here to go down 
the list in detail, so I would like to ask General Bogart to itemize or 
list the $290 million, if he may, and then we can continue on all the 
rest of the items in the same way. 


UNOBLIGATED BALANCES BASED ON ANALYSIS OF PROCUREMENT RECORDS 


General Bogart. Senator Ellender, the way we arrived at those 
figures, and, as [ recall, we summarize only in the justification book, 
we have records out at the Air Materiel Command, for each operating 
activity out there. We keep the record of each directive by budget 
program, where we keep a set of procurement records. 

Those procurement records show the status of each of our contracts, 
and at the end of each fiscal year they make an analysis of what 
happened to each part of each one of the programs, and that gives 
the breakdown by budget program and project on each item of the 
program. 

For example, here is one for budget program 110 for the program 
year, fiscal 1956. As of June 30, 1956, in program 110, which is com- 
pleted aircraft, that showed an item of $172.2 million unobligated— 
that is, in the carryover—for short lead time or Government-furnished 
aeronautical equipment. 

Senator ELtenprer. That is under that first item; that is what we 
are talking about? 

General Bogart. That would be in the first category; yes, sir. 
The record shows various amounts reserved for price redetermination, 
reserved for definitization of letter contract under the C—123, and late 
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definitization on 2 or 3 items where we didn’t get the instructions to 
them soon enough for them to let the contract, although they had the 
funds available, and they show why these items are in the carryover. 

Senator ELLENDeER. As I understand this carryover item of $290% 
million, it shows on your books as an item to be contracted for as a 
result of a contract previously entered into for, say, so many airplanes? 

General Bogart. That is right, sir, and that would be the short 
Jead-time items which they should not contract for under the forward 
purchasing policy until the last possible time consistent with the 
manufacturing lead-time. 

The amount of $290.5 million is the summation of all the program 
years and all of the various budget projects and the analysis of each 
contract. 

As I say, the figure I have here in this particular book, since it is the 
fiscal 1956 program budget at the end of fiscal 1956, that would have a 
large amount of carryover on the short lead-time items. The total, as 
we show it, is the $290 million, and $172 million of it is right in this 
one item here. 

Senator ELLenpver. Then the analysis I have as of July 31, 1956. 

General Bocarr. Not as of July 31, but rather, as of June 30; 
that is right. 

Senator ELLenprerR. And represents the balance to be contracted for 
on a contract previously entered into for various items? 

General Bocarr. That is correct. 

Senator ELLenpER. Have I stated it correctly? 

General Bocarr. You have stated it correctly, sir. 

Senator Ettenper. As I understand, General Bogart, this amount 
of $290% million applies to all line items that have been ordered or 
that will be ordered in the future, and thereby made a part of your 
original program. 

General BoGcarr. Against the programs that were on the books; 
yes, sir. 

PROCUREMENT OTHER THAN AIRCRAFT 


Senator ELLtenper. In procurement other than aircraft, the total 
unobligated balances on July 1, 1956, is $8.9 million. 

General Bocarr. For that particular reason; yes, sir. 

Senator ELLENDER. How was that amount arrived at? 

General Bogart. In exactly the same manner on the same kind of 
forms from the Air Materiel Command. 

I do not have a procurement other than aircraft example book here, 
but we do have all of this material at the headquarters, sir. 

Senator ELLenpER. As to those two items, it may be that it covers 
programs of 2 or 3 years previous? 

General Bogart. They are in that category; yes, sir. 

Senator ELLENpER. Could you be specific and tell us how far back 
does the $290% million under “Aircraft and related procurement” go? 
General Bogart. No, sir; I cannot, but it could go back to 1951. 

It probably does not go back quite that far. I can give you that 
exactly for the record. 

Senator ELLENpDER. I just wanted to be certain that it covered 
years back and not only the current year. 

General Bocarr. Yes, sir; it is current as of June 30, 1956, from 
all prior years. 
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PROCUREMENT AND PRODUCTION, ARMY 






Senator ELLENDER. Now, the Army, I notice here that in the same 
category, the Army had as of July 1, 1956, $86% million for procure. 
ment and production. 

Mr. McNet. I should like to have Mr. La Crosse answer that, if 
he may, Senator. 

Senator ELLenpgER. Will you identify yourself for the record, Mr, 
La Crosse? 

Mr. La Crossz. I am H. T. La Crosse, deputy director of the 
Army budget. 

We have reports, Senator Ellender, on that very item and we can 
back up the figures, not on a current basis as the Air Force does, but 
based on a survey. 

Senator ELLteNpER. When was that done? 

Senator Symineton. Might I interrupt here, Senator Ellender, and 
ask that Mr. La Crosse identify himself? 

Senator ELLENDER. Yes. 

Mr. La Crosse. I am H. T. La Crosse, deputy director of the 
Army budget. 

That survey that was made in March of this year. 

Senator ELLenpER. Did you find that $86% million would be the 
total unobligated balances on July 1 under procurement and produc- 
tion, Army? 

Mr. La Crossz. Yes, sir; in this particular area, that was the figure 
we received. 

Senator ELutenper. Is this amount attached to various contracts 
for specific line items, or exactly how did you reach that figure? 

Is it in the nature of guesswork? 

Mr. La Crosse. It is not in the nature of guesswork. It is tied 
to our fiscal accounting system, which is by budget project, budget 
programs, and accounting through the line item itself, depending on 
the item that is being procured as an end item. 

= it is a tank or a truck or an automobile, the item itself is tied into 
that. 


RESEARCH AND DEVELOPMENT, ARMY 


Senator ELLENDER. Now, you have under “Research and develop- 
ment” an unobligated balance of $3.4 million. How does tbat come 
about? Why should you have an unobligated balance in ‘Research 
and development”? 

Mr. La Crosss. This particular amount, sir, is based on a current 
report we received 

Senator ELLenprER. A current report; you mean since I raised the 
question? 

Mr. La Crosse. No, sir; we get periodic reports on this particular 
appropriation. It is Chief of Staff Report No. 344. There is iden- 
tified by individual research and development projects, of which we 
have quite a number, the exact status of those unobligated balances 
as of June 30, 1956. 





QUESTIONING UNOBLIGATED BALANCE IN RESEARCH 


Senator Extenper. But why should there be an unobligated bal- 
ance in research? Can you explain that to me and to the committee? 
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I notice the Air Force has not, and I would like to know why it is 
that you have, an unobligated balance in research and development 
of $3.4 million, and the Air Force as of July 1, 1956, shows no such 
item, nor does the Navy show any such item. 

Why should that be peculiar to the Army? 

Senator Cuavez. Particularly in view of the testimony by Secre- 
tary Quarles of the importance of research and development. 

Mr. La Crosss. This question of placing a research and develop- 
ment contract involves the factor of administrative lead time, which 
js quite unique in the research and development field, because we 
make a lot of our contracts with colleges and universities, and we 
have found that it takes about 90 days to consummate administrative 
lead time. 

Senator ELLeENDER. Why does not the same thing apply to the 
Air Force and the Navy? Do they not operate in the same way? 

Mr. McNett. Senator, may I answer that? 

Senator ELLeNpDER. Let him answer it. If he cannot answer it, I 
will ask you in a minute. 

Mr. La Crosse. Looking at this chart, I find they have a figure of 
$9.4 million for essentially the same purpose. 

Senator ELLenper. It is not under “Forward purchasing policy.” 
That is what I am talking about now. 

In other words, I am taking each category. The Army seems to be 
the only one whose reason is in the category of No. 1. 

Mr. McNent. Senator, I believe I may Clarify that. I believe this 
particular distribution by this number of items was originally based 
on the Air Force breakdown. 

Senator ELLENDER. You mean for the Army? 

Mr. McNet. Yes. Just a minute. 

But the format upon which these figures are shown was originally 
based on Air Force report, using the Air Force system of distribution, 
which is all right. Subsequently after the Air Force report was filed, 
I believe the Department of Defense was asked to get the same in- 
formation for the Army and the Navy, and it was done in a rather 
short period of time—that is, distributing it by the same categories 
as did the Air Force. 
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ITEM CLASSIFIED DIFFERENTLY IN AIR FORCE 


I believe, sir, you will find in the case of the Air Force that the same 
class of item which relates to this $3.4 million is down under ‘‘Con- 
tractual administrative actions,” a figure shown as $9.4 million. 
So while the totals, I think, are quite accurate, you may find in the 
distribution that the Army classified it slightly different than was 
the practice in the Air Force. 

Both of them were doing it right, but it was put under different 
headings in your chart. 

Senator ELLeENpER. Why is that done? 

Why isn’t your system the same for all the departments? 

That is what makes it so confusing, Mr. McNeil. 

Mr. McNet. I can say, Senator, that I can see how it might be 
a bit confusing, but the Air Force has chosen—and I think it is all 
right—to break it down a little finer than the 5 or 6 reasons I gave in 
the general statement. 
Senator ELLENDER. But can you tell me why—— 
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Mr. McNer. But in asking on short notice for the Army to dis. 
tribute a total of $2,553,400,000 among the same categories which 
were used in the Air Force, which is a little finer category than ¢ 
had been using, I think you will find that they distributed the $34 
million differently, although for the same basic reasons the Air Forge 
were doing the same thing under another heading. 

I am sure it is all right, but they put it down under “contractual 
administrative action,” so I think you will find this table correct jn 
total, with some slight variations in the distribution by reason. 

Senator ELLenpmR. Have you anything further to add? 

Mr. La Crosssz. No, sir. 

General Bocarr. Senator, I might point out that we might very 
well have had items under that same eading, “Forward Purchasi 
Policy,” for research and development, and it is purely comida 
that we did not as of June 30, 1956, or July 1, 1956. Because it 
appears we completed our contracting in April. Of the items that we 
have in there, there may be one or two that will not show under that, 
under this $9.4 million that Secretary McNeil pointed out; I think 
practically all of them will. 


REASON FOR CLASSIFICATION 


Senator ELLeNpuR. Why did you put it in another category? 

General Bocarr. Because, sir, we have a fairly detailed break of 
the reasons for this, and most of these items in the contractual admin- 
istrative actions are such things as “amounts which were forwarded 
to the European office and the contractual document had not yet been 
received.” Therefore, it could not be recorded as an obligation. 

We called that an administrative item, but it may very well have 
some of that short lead time in it. We do not know until we get the 
document. 

At the time of the report, I think it is coincidental, sir, that we do 
not have amounts listed under that. 

Senator ELLENDER. It is coincidental, both as to you and the Navy, 
Let us get the Navy to tell us why it is their records do not show under 
“Forward purchasing policy,” any unobligated balances in research 
and development. 


RESEARCH AND DEVELOPMENT, NAVY 


Admiral Brarpstey. I am Admiral Beardsley, Assistant Comptrol- 
ler, Office of Budget Reports, Department of the Navy. 

Senator Ellender, the Navy does not keep accounts based on these 
particular categories. 

Our accounts are kept by appropriation and by programs within 
each appropriation. When we are asked for a breakdown like this, we 
have to go out to our different bureaus and offices for the data. Each 
one of them may place a little different interpretation as to where an 
item should be lodged. 

As has been pointed out, the three services approached this in a 
little different fashion. It might be a little different in the Navy and 
Army and the Air Force, but we do not keep our records like that. 
They are kept by appropriation and programs in appropriations. 

Senator ELLENDER. Do you not believe that it would be less con- 
fusing to the Senate, and to the Members of Congress, if you tried 
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to gear your accounting systems in the same manner and not have 
them separate and distinct, as you now have them? 

Admiral BearpsLey. Our systems are not separate at all. They 
are based on a common overall system. We are required to account 
by law by appropriations and activities. 

Senator ELLENDER. The Army does not seem to conduct its book~ 
keeping system in the same manner. 

Admiral Brearpsuey. I cannot speak for the Army. 


ATTACHE SYSTEM 


Senator ELLeNpER. I have found in traveling abroad that if the 
three — unified their bookkeeping systems much money could 
be saved. 

For instance, in the attaché system, it appears wasteful to me that 
the Army and the Air Force are able to get along with one paymaster, 
but the Navy cannot. It must have a separate paymaster in the field. 

Can you tell us why? 

Admiral Bearpstey. That was discussed earlier when the Secretary 
of the Navy was here, and I understand he proposes to answer that 
question to you. 

Senator ELLENDER. Is he going to answer it today? 

Admiral Brearpstey. No, sir; not today, but I understand he will 
answer it. 

Senator ELLENDER, Yes. 

Mr. McNett. I think, Senator Ellender, if you will look down about 
the fifth item, under “difficulties in contract negotiations,” you would 
find it, and it can easily be classified as that or “contractual adminis- 
trative actions not completed, and it would mean almost the same 
thing, except the Navy put it into the category of difficulties in con- 
tract negotiation. 

Senator ELLeNpER. I think this exposition shows the necessity for 
more unification of the services. You have different systems and that 
makes it very confusing. 

Senator CHavnz. And expensive. 

Senator ELLenpER. Yes, and a lot of duplication, in my humble 
opinion, and I brought that all to the attention of Secretary Wilson 
when I made my first tour and investigated our attaché system. 

That is where I became acquainted with it. 


DEFINITIZATION OF SPARES AND SPARE PARTS 


Let us go now to the second category, definitization of spares and 
spare parts. 

According to your definition or description of that category (read- 
ing): 
obligations for initial spares procurements are recognized when item quantities 
are established and priced. 

The actions occur in any increments during the early production phase of the 
end-item contract. 


Consequently, obligations are developed in increments, some of which are 
recorded subsequent to the program year. 


Will you tell us what that means? 
_ Mr. McNett. When aircraft are budgeted, the budget amounts 
include an amount for initial spares. 
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Usually the amount is about equivalent to 30 to 35 percent on the 
average. 

Senator ELLenpER. Of what? 

Mr. McNer. Of the basic or flyaway cost of the aircraft. 
Senator ELLenpeER. In other words, if an aircraft costs, let us sa 
$10 million, of that sum or in addition to that sum you would pew 
$3 million for spare parts for that particular aircraft, assuming that 

30 percent is the figure? 

Mr. McNet. That is correct, sir. A few of those spares might 
be actually definitized and ordered in the first production year. The 
big part, or a good part of them, would be definitized in the actual 
provisioning list, which would be firmed up in the second and third 
years; and, as they were firmed up over usually the next couple of 
years, they would then be recorded as an obligation. 

In the meantime, it would show as an unobligated amount until 
those provisioning lists are completed. 

That is, you would figure out the percentage of spare wings, the 
percentage of rudders, and so on, of the different items and come to 
an agreement on price, and then those can be recorded as an obligation, 

Senator ELLenpreR. Do I understand that when you put in your 
order for, say, 100 airplanes, you ask for an additional 30 percent 
of the cost of those airplanes for the spare parts? 

Mr. McNet. That is correct, sir. 

Senator ELLenpER. Do you place the order for spare parts at the 
same time that you place the order for the hundred airplanes? 

Mr. McNet.. It is known that the spares we are to be provided 
by the definitized order when it is placed, and the obligation recorded 
at the time the actual percentage of each individual item, is worked 
out, and the price of the individual item is determined. 

Senator ELLenpeEr. Is the money set aside? 

Mr. McNett. Yes, sir; that is what this is. 

Senator ELtenpErR. It becomes unobligated. 

Mr. McNett. Yes, sir; it is carried as unobligated. 


DETERMINATION OF SPARE-PARTS REQUIREMENTS 


Senator ELLeNpEeR. How do you determine the initial spare-parts 
requirements? You say 30 percent. Has that continued over the 
years? 

Mr. McNet. It used to run from 50 to 60 percent of the cost of 
the basic aircraft. Gradually, over the last 5 years, it has been re- 
duced to the present level, or in the neighborhood of 30 to 35 percent, 
depending on the type and character of the aircraft. 

Senator Cuavez. Let me say, Mr. McNeil, I understand that you 
buy spare parts in the initial contract. Is that correct? 

Mr. McNett. Some of them. 

Senator Cuavez. Then, as the work proceeds, in the construction 
of the aircraft, you buy some more? 

Mr. McNeit. As you get one out in service, and you commence to 
get some experience, and see what you need, then you can make an 
accurate forecast of the rate of wearing out, and so forth, and then the 
spares are definitized. When they are definitized in the provisioning 
schedule, and that provisioning schedule is firmed up and priced, then 
we can record it as an obligation. In the meantime, the funds are set 
aside for that. 
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Senator Cuavez. You have the funds, but you do not use the funds 
at one particular time? 

Mr. McNett. That is correct. 

Senator ELLENDER. What is your yardstick for determining the 
entry into a contract for X number of parts for, say, an airplane order 
of a hundred? 

Mr. McNett. I think Admiral Russell, of the Bureau of Aero- 
pautics, should answer that. 

How do you determine the number of spares that you order? 

Senator Cuavez. Please identify yourself for the record. 

Admiral Russetu. I am Rear Adm. James S. Russell, Chief of the 
Navy Bureau of Aeronautics. 

Senator Ellender, may I clarify here by referring to the definition 
of an obligation? An “obligation” is defined for us by Public Law 663 
of the 83d Congress, and specifically section 1311. 

We may contract for an aircraft and its spare parts. The spare- 
parts « order may be placed, but intil it is priced and we know exactly 
what it is that will be spent on it, it is not an obligation by definition. 
It is a commitment. It is part of our program; the funds are com- 
mitted, but as yet unobligated. 

These funds are set aside, and we must have them before we are 
authorized to go forward. 

Senator ELLENDER. Even when you make your commitment, you 
have the money on hand? 

Admiral Russe. Yes, sir. 

Senator ELLENDER. When you make your so-called commitment, 
is that done at the time you put in your order for the airplane? 

Admiral Russetu. Yes, sir. It is done first in a broad way, and 
then in great detail later. 


















TESTING OF NEW AIRCRAFT 





When we get a new aircraft, sir, we put it into an accelerated service 
test at the Naval Air Test Center, Patuxent River, Md., and we fly it 
a great number of hours. Then we take it apart to see what parts 
we are going to have to replace, and how often. 

Senator ELLENDER. You mean as to any airplane? 

Admiral Russexu. Yes, sir; a new model airplane is run through 
such accelerated service test. 

Senator ELttenper. Is that done before you put your main order 
for the airplanes? 

Admiral Russet. No, sir; it is done in process. 

Senator ELLENDER. You mean after the delivery? 

Admiral Russreuu. The delivery of the early articles. 

Senator Ettenper. After the early deliveries? 

Admiral Russe.u. Yes, sir; up to that time funds for spare parts 
have been an estimate, and are carried as a commitment. The 
commitment is definitized and becomes an obligation when we know 

recisely the quantity, delivery dates, and the price of each part. 
3ut you see, sir, we cannot proceed unless we have the funds against 
which we can commit. 

Senator Torr. Mr. Chairman, if I might ask a question to clarify 
there. 

Senator Cuavez. Yes. 








542 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator Toyz. That is a new design of a plane? 

Admiral Russreiu. This is a new plane coming into service, which 
I chose as an example. 

In our case, it would be the Crusader, the new fighter. 

Senator Toyz. You put it through a test, in order to determing 
what will wear out, so that you can correct either the weakness or can 
establish the type of an inventory on spare parts that will be needed 
for that equipment? 

Admiral Russge.u. That is correct, sir. 

Senator THys. Thank you. 


SPARE-PARTS PROCUREMENT 


Senator Cuavez. But prior to that, Admiral Russell, you do buy 
some spare parts; do you not. 

Admiral Russruu. This is a going process. Certain things we know 
we will have to have. We can get them started, but the point I 
would like to make is that by definition the obligation is not an obli- 
gation until we have the spare-parts provisioning definitized, and we 
know precisely what the price is. 

Senator ELLENpER. And, of course, you cannot make that deter- 
mination until you find out which spares will wear out the quickest; 
is that it? 

Admiral Russexy. That is right; but, by experience, we know in 
general how much this is going to be, so we ask for this to be appro- 
priated. 

Senator ELLeEnpDER. How do you make the price determination for 
this? Mr. McNeil has just said that 30 percent is usually set aside. 

Admiral Russetu. This 30 percent is an average on a great number 
of things. Maybe we get 50 percent of the landing gear, and maybe 
15 percent of something else, but the average is about this. 

Senator ELLenpER. About 30 percent? 

Admiral Russetu. On that order; yes, sir. 

Senator ELLENDER. Does the same thing prevail in the Army under 
this same category of procurement and production? Can anybody 
answer that? 

PROCUREMENT AND PRODUCTION, ARMY 


I notice that in the Army the “procurement and production” 
ap eomennen has an unobligated balance as of July 1, 1956, of $1.2 
million. 

General Cassevant. I would like to answer that, Senator Ellender. 

Senator Cuavez. Would you please identify yourself for the record, 
General. 

General Cassevant. I am General A. F. Cassevant, Chief of the 
Army Procurement Division. 

We have here a problem of trying to understand and define this 
thing. We do it somewhat differently. 

Seantor Ettenper. Differently than who? 

General Cassrevant. Differently than the Air Force does. 


LACK OF UNIFICATION 


Senator ELLENDER. Again I wish to emphasize that this shows lack 
of unification. It strikes me that you folks have been laying down 
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for too long and not trying to find some method of unifying your 
accounting so that you and the Congress are better informed. 

General Cassevanr. I do not think that I could accept the criticism 
that we do not try to work together. We work very closely together. 

Senator ELteNper. Certainly in this field you have not worked 
together. 

Genera] Casspevant. We perhaps have not interpreted this in the 
game fashion when the information was requested. 

I think this is the problem throughout this chart. 

You will find, I think, that we do the same things in essentially the 
same way. 

However, when the information was called for, each service applied 
a slightly different interpretation to what was called for and put a 
slightly different title to it, and I think this will be found throughout 
the chart. 

Senator CHavez. But would not the committees of Congress under- 
stand the situation better if you would standardise your procurement? 

General Cassevanr. Senator Chavez, I could agree with you very 
much, I think, but what we are up against is that you gentlemen have 
not been into this thing in as much detail as you have this year. 

I think if you are this much interested, we would all like to come 
up with the details for it. 

Senator Ettenper. That is not the point at issue, 
Mr. McNett. I would like to add one point here, if I may. 





QUESTION OF DIFFERENT BOOKKEE!'NG METHODS 





Senator ELLENDER. That is not the point. 

Why should the three services have different methods of keeping 
their books? 

Senator Cuavez. And if you are explaining to the committees in 
your own way the differences, why should each one of you have to do 
that? 

Mr. McNett. But as to the spare parts problem—— 

Senator Cuavez. You are all trying to reach the same result. 

Mr. McNett. But there is also a difference, Mr. Chairman and 
Senator Ellender, in the classification of materials. 

The Air Force, the Army, and the Navy have the same practices 
in procuring and buying aircraft spare parts, but it would be different 
for, let us say, automobiles, trucks, and that sort of thing. 

When you come to aire raft, a specialized type of material, we think 
you will find the Navy and Air Force spare parts practices are quite 
similar. 

Senator Ture. Mr. Chairman, this is the point I wanted to get to. 

Could you take the inventory list of the Navy on the spare parts 
on an airplane and refer to that inventory and say, this is exactly 
what the Air Force needs over here in the Air Force? 

I have sat through these hearings for some years, and that was the 
criticism some years ago, that the inventory in the Navy, a good deal 
of which the Air Force needed, was identical, but the numbers vee 
such that vou could not identify what the spare part was, and, the-e- 
fore, the Air Force was short when the Navy sometimes in some 
instances had the part. 
That does not exist now? 
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You could tell by your inventory that this gear is interchangeable 
for the plane that is now under the command of the Air Force? 

Mr. McNet. That is a catalog program and that is coming along 
I think, quite well. It is a very difficult job. It has been moyino 
up and has been worked on for quite some years, and it is now com. 
mencing to show results. 

Senator ELtenper. In other words, your inventory lists are stand. 
ardized so that you could, if the need required it, pull a motor from 
the Navy, if that motor was of the same type that the Air Foree 
needed as a replacement? 

Mr. McNett. In general, that is correct. 

Senator ELLENDER. Why is it necessary to say “in general’’? 


COMMON IDENTIFICATION OF PARTS 


Mr. McNet. I hate to testify in percentages, but I would guess 
that it may not be 100 percent, but it is approaching it. It is getting 
good, so that there is common identification, for example, on engines 
oe Air Force and the Navy. They can each identify the same 
article. 

Senator ELLENDER. Though your planes may be slightly different— 
however, they should not be 

Mr. McNett. By and large, the items that are identical can be done 
that way. 

Senator ELLENDER. But your engines would not be different. 

Mr. McNet. They could be, but if they were the same, they would 
be similarly identified. 

The types of airplane are different between the services, but where 
the Air Force or the Navy have the same type of aircraft, they can 
identify the spares in inventory, so, while I could not say or promise 
you that it is 100 percent, it is certainly approaching it, which it did 
not a few years ago. 

I think everyone has done a very good job on that. 

Senator ELtenpeEr. A great deal has been reported about concur- 
rent buying and selling by the Armed Forces. 

Mr. McNet. No matter how perfectly we run it, I think it would 
be very surprising in buying some 2 million items if you do not run 
into something of that sort once in a while. After all, it is run by 
human beings, and they are not perfect. 

Senator ELLenpEr. I[ know, but, if there were more unification of 
purchasings and bookkeeping, millions of dollars could be saved. 

Senator Symineton. Will you yield? 

Senator Cuavez. Will you yield for the moment to Senator 
Symington? 

Senator ELLENDER. Yes; gladly, Senator Symington. 





MORE UNIFICATION OF THE SERVICES 


Senator SymincTon. I join with the distinguished Senator from 
Louisiana, who has had so much experience in this field, in believing 
that there should be more unification of the services. 

If someone asks you whether or not you should take’a sleeping pill 
on an overnight flight, to answer, “I do not believe in*being a narcotie 
addict,” would be silly. If somebody asks, ‘Do you believe there 
should be more unification, to answer, “I do not believe in a single 
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suit,” is equally silly. The point that the Senator from Louisiana 
has made so ably here today is that even the bookkeeping of the three 
services is different. Therefore, it makes it exceedingly difficult for 
the Congress to follow the figures. 














NAVY BOOKKEEPING METHODS 








It was my experience, both in private business and as a member of 
the Government on the executive side, that the Navy generally has 
the best bookkeeping practices. On the other hand, I know that the 
Air Force and the Army have both literally almost broken their backs 
to try to stop criticism from the Congress in this field. 

When you have before the Congress three different methods of 
accounting, as the Senator so ably points out, you have a situation 
where, in effect, decisions can be made only by the comptrollers of this. 
It is very difficult, not only for the members of this committee to 
analyze these budget figures, but also for the services themselves to 
analyze them. As a result, you lose one of the greatest incentives in 

rivate business under the profit motive; namely, comparative costs 
Se similar or comparative jobs, the ability to compare performance 
between the services. I associate myself with my colleague from 
Louisiana; if we are to gain maximum return for our defense dollar, 
we must have more unification. 

The Cordiner report says that if you had a better manpower setup 
now, you could save $5 billion a year by 1962, at no sacrifice to our 
defenses. The Hoover Commission stated that, if you had more 
unification in procurement, you could save some $4 billion. 

Let me say I know less about the latter than I do about the Cordiner 
report, but, in my opinion, a true weapons system evaluation program 
is the place where you could save more than in any other category. 

For some reason these suggestions are not being followed by the 
Defense Department. They do not seem to want to make any real 
efforts in these three fields. 

We can save a very great deal of money in the Defense Establish- 
ment if we obtain more unification. 

Thank you, Senator. 

Senator ELLenpER. Thank you. 
























SAVINGS THROUGH STANDARDIZATION 






Senator Cuavez. It stands to reason, if you were standardized and 
had 1 agency to do the purchasing for the Defense Department 
instead of 3, you could save money. 

Senator ELLENDER. Not only save, but know what it is all about. 
The lack of uniformity in accounting is confusing. 

Senator SymineTon. Yes; it is, to me. 

Senator Toyz. Mr. Chairman, may I ask of the Defense Depart- 
ment and Secretary McNeil, is it possible to set up 1 central purchas- 
ing agency that would be responsible for acquiring the equipment, 
necessary spare parts, and supplies for all 3 services from 1 central 
office under the Secretary of Defense? 

Mr. McNett. I think, Senator Thye, that there is a great deal 
more we can do to get our operations on a uniform basis, get our 
classifications similar or the same, when they cover similar items. 
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I would just like to say I certainly appreciate Senator Symington’s 
remark, because this problem of getting them the same is a diffieult 
one. I appreciate your support in getting it done, and your remarks 
will be very helpful in the months to come. 

Senator Taye. Senator Symington was Secretary of Air when | 
first came into the United States Congress; therefore, I know that he 
has not only personal experience in that particular branch of the 
services, but you likewise have appeared before these various appro- 
priations committees over the years. If anyone who is a civilian in 
the Defense Department, if anyone could say how this could be done, 
I would say that you could possibly give us the suggestions and we 
could proceed to look at those and consider them as a legislative body, 

Mr. McNet. I am really trying to answer your question in two 
parts, Senator Thye. Uniformity for uniformity’s sake does not, I 
think, make for a profit, but, where the articles are the same, I think 
we should handle them in the same way, and I think the Senator’s 
remarks here will be helpful in the months to come, because we have 
to have all the thinking along that line. 

When it comes to the purchasing of items by a separate agency, 
my own view is we would not necessarily operate any more economi- 
cally or save any more money than if we were operating on a separate 
but uniform sound basis. We could conceivably add another echelon 
of people, but that does not mean that in the meantime we shou!d not 
be doing things the same when it is practicable for them to be uniform. 

We should classify material the same way, and I think we should 
ident*f> it so that ‘ft i's available in one place, and we need it, it can 
be secured and reimbursed and transferred in a norma! easy fashion. 


CENTRAL PURCHASING AGENCY FOR STANDARD PRODUCTS 


Senator Cuavez. But, Mr. McNeil, the Army buys standard prod- 
ucts, the Navy buys standard products, the Air Force buys standard 
products. 

What is wrong with having one central purchasing agency for those 
standard products? 

Mr. McNett. There is now, and there has been, a big portion of 
dollar buying of a certain class of item or single item, which is done 
by one service. 

In the case of the Air Force, it has been doing the buying for all 
transport aircraft. The Navy has been doing none directly, The 
Navy ca!'ls upon the Air Force to do it for them, and it has been a very 
workable scheme. 

The Navy in some instances is buying certain types of aeronautical 
material for the Air Force and gets the requirements from them. 

It is also true in reverse. There are certain classes of aeronautical 
material that the Air Force purchases for the Navy Department. 

The Army and the Navy, for example, coordinate their buying 
closely on so-called conventional types of ammunition, the Army 
buys it all for the Marine Corps. The Marine Corps is buying none 
of it directly. 

When the Navy is really our principal developer or principal user, 
that same thing is true in reverse. If the Army has requirements, 
they will buy from or through the Navy. 

I hesitate to give any percentages, but I would say that very close 
to 90 percent of our procurement is either peculiar to the service or 
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classed so that it is bought by one service for the others. In the case 
of food and clothing, of course, it is bought by the Army for all the 
services. 

In the case of medical supplies at the moment, they are purchased 
by the Navy for all the services. 

In the case of petroleum, the contracts are placed by the Navy for all 
three services, so there is a very, very high percentage of this that has 
been assigned to a single service—at the moment and to those who 
are felt to have the most experience, the major interest and perhaps 
best qualified in that particular field. It has avoided setting up 
another echelon to accomplish essentially the same purpose. 

I think an analysis by perhaps one of your staff might be very in- 
teresting, if you would like to have someone take a look at it, and I 
think you will find a very high percentage of our procurement is of 
that type now. 


UNOBLIGATED BALANCES IN AIRCRAFT PROCUREMENT 


Senator ELLENDER. Going back to the category of definitization of 
spares and spare parts, I notice that the Air Force has under “Air- 
craft and related procurement,” $1,510,500,000 in unobligated bal- 
ances. 

Will someone tell us how that amount was determined? 

Genera! Grerrity. I should be glad to, Senator. 

Senator ELLeNpeR. Will you identify yourself for the record, sir? 

General Grerritry. I am General Gerrity of the Air Force, Assist- 
ant for Production Programing. 

Senator ELLENDER. Can you identify some of the contracts for us, 
sir? 

General Gerriry. That amount represents the spare parts that are 
still not definitized from the fiscal 1956 program and the prior pro- 
grams. 

Senator ELLENDER. How much of the prior program? 

General Grerrity. The exact amount 

Senator ELLENDER. How far back does it go? 

General Gerriry. It goes back to 1952. 

Senator ELLENDER. Are we to understand that planes that were 
ordered in 1952 are not yet completed or manufactured? 

General Gerrity. Sir, the planes ordered in 1952 are now manu- 
factured. 

Senator ELLENDER. They are now manufactured? 

General Grerrity. Yes, sir; some of the spare parts remain to be 
delivered as of June 30, 1956. 

Senator ELLENpDER. I thought the contracts were let so that 
delivery of the spare parts would be made at the time of the comple- 
tion of the airplane. 

Would that not be logical? 

General Grerrity. That is the normal thing to do in the majority 
of items. However, the total amount of the spare parts need not be 
delivered at the time the airplane is delivered. 

As long as we have some in each category, we have enough to oper- 
ate on. We have additional amounts to buy and will do so by subse- 
quent provisioning actions as we get experience with the airplane in 
the field and we definitize the spares for them. 











548 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator SymineTon. Will the Senator yield for one question? 
Senator ELLENDER. Yes. 


SPARE-PART PURCHASING PROCEDURE 


Senator Symineron. In other words, as I understand it, part of 
the spare-parts orders are to take the place of the parts that wear out 
when the plane is functioning. 

If you run all of them together, in the interests of the taxpayer, you 
would get a much better price. You would not necessarily have to 
take them. The manufacturer could keep them and not ship and bil] 
until you needed them. 

In addition, if you have enough additional spare parts, you could 
actually advance or postpone them, because you know you will not 
need them until the parts in question wear out. 


SERVICE DEFICIENCIES 


General Grerrity. Yes, and there is an additional factor, that if, as 
we go along with an airplane and use it in service, we find service 
deficiencies 

Senator Symineton. I was getting to that. 

For example, take the B-52. There was a part which the best 
brains, both scientific and technical, worked on; but nevertheless it 
failed, and as a result, we lost a large amount of our resources and, 
unfortunately, some young men. 

When you put spare orders in, you can remedy from the standpoint 
of security, safety, and efficiency those parts on later planes which 
turn out not to be satisfactory. Is that right? 

General Grerrity. That is right. 

Senator Syminetron. Thank you, Senator. 





AMOUNT OF RECOUPMENT EXPECTED 


Senator ELLenpeR. Would you be able to tell us how much recoup- 
ment you have made in this category of aircraft? How much do you 
expect to make for this year? 

General Grerrity. Our estimate for fiscal year 1957 was approx- 
imately $1,700 million. 

Senator ELLENDER. You mean on spare parts? 

General Grerrity. No, sir; in all categories. 

Senator Ettenper. I am talking about ‘Aircraft and related pro- 
curement.”’ 

General Grrrity. Sir, I do not have an identified figure for that 
category. It would be very little. We bave kept that account 
current, as we have gone along, and we have adjusted it downward as 
we have seen our ability to get along with less spares. 

Senator ELLeNpDER. How did you do that? Are you able, under 
your contract, to decrease the amount in a certain category of parts if 
you see you do not need the amount of parts you previously ordered? 
General Gerrity, That is correct, sir. We do that on a continuing 

asis. 

Senator ELLenpER. That is the way it is done? 

General Grernity. Yes, sir. 
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I might add, Senator Ellender, that with respect to our methods of 
buying and provisioning spare parts, it is done very similarly to the 
way that Admiral Russell described that the Navy does it. 


PERCENTAGE OF SPARE PARTS 


Senator ELLENDER. Is your percentage of spare parts—that is, the 
way you reach the amount of money that is to be spent for spare 
parts—about 30 to 35 percent, as was indicated by Secretary McNeil? 

General Gerrity. That is correct, Senator. 

Senator ELLENDER. That same thing prevails on definitization of 
spares and spare parts? 

General Gurrity. That is correct, sir. 

Senator ELLenper. I notice here under “Air Force procurement 
other than aircraft,’”’ you have a total unobligated balance of $179.6 
million. 

Will you tell us how you arrive at this amount? 


PROCUREMENT OTHER THAN AIRCRAFT 


General Gerrity. That amount is again for the fiscal year 1956 
for prior programs in the major “Procurement other than aircraft’ 
appropriation, which includes such items as radar and the SAGE 
system, as an example of some of the major items. 

In the procurement of spares in those categories, we also use approx- 
imately the same percentage as we use in aircraft. 

Senator ELLENDER. Would that come under ‘Procurement other 
than aircraft’’; for instance, the DEW line and those others? 

General Grerrity. Yes, sir. 

Senator ELLENDER. It would? 

General Gerrity. Yes, sir. 

Senator ELLENDER. What else comes under the category of “Pro- 
curement other than aircraft’’? 

General Gerrity. Such things as ammunition, vehicles, ground sup- 
port equipment for aircraft, ground support equipment for missiles, 
ground radar systems, certain depot shop equipment, and base shop 
equipment. 

Senator ELLENDER. What about repair equipment? 

General Grerrity. Yes, repair equipment, too. 

Senator ELLenpeER. All of that comes within that one category? 

General Grerrity. Yes. 

Senator ELLENDER. How do you determine the amount to be set 
aside in this category? 

General Gerrity. You mean of the end item? 

Senator ELLENpDER. Yes, of the end item. 

General Grerrity. Just as Mr. McNeil described it in the case of 
aircraft, and it is based on a judgment factor, using the experience we 
have had in the past. 

Senator ELLENDER. I am sure the committee was very much inter- 
ested in finding out that at first the department set aside as much as 
65 percent, for spare parts and spares. 

Mr. McNetu. That was 7 or 8 years ago, sir. 

Senator ELLENDER. I assumed that caused the great amount of 
overstocking. 
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Mr. McNeiz. It could be 15 years ago, but there has been tre. 
mendous improvements in both the Army and the Air Force and the 
Navy in the handling of spare parts. 

It is a difficult problem and always will be, but judgment enters into 
it, but the batting average has been pretty good. 

Senator ELLeEnpDER. Now the Navy shows its total unobligated 
balance in aircraft and related procurement as $913.9 million, almost 
a billion dollars. 

Can you explain that and how far back does it extend? 

Admiral Russeiut. That is what I spoke of formerly, sir. The 
amount is different. These are commitments for spare parts for the 
aircraft being produced. The contractor is reserving space for 
manufacture of spare parts. We have to commit to cover this, and we 
have to have funds available to us so that we can commit. 

Senator ELLENDER. What is your yardstick to determine the 
amount of money you should set aside for this related procurement? 

Admiral Russevyi. We base that primarily on past experience, and 
then as the aircraft comes along and goes into service, this experience 
is refined, and it is refined throughout the life of the aircraft. 

Senator ELLENDER. What about your spare parts in this category? 

Do you follow the same procedure as has been explained by 
Secretary McNeil and others? 

Admiral RussEuu. Yes; we do. 

Senator ELLENDER. What percentage of the amounts of the cost of 
the airplane do you set aside for spare parts? 

Admiral Russetu. Of the total program cost, about 26 percent. 

Senator ELLENpDER. Of yours? 

Admiral Russeuu. Yes, sir. 

Senator ELLenper. What is that 26-percent figure you just 
mentioned? 

Admiral Russett. Sir, I am sorry to confuse you. 

If you take the total program cost of the aircraft and their spare 
parts as 100 percent, then about 26 percent goes into spare parts. 

Senator ELLENDER. Twenty-six percent of the entire cost, including 
the cost of spare parts? 

Admiral Russe.u. Yes; it is the same percentage, stated in a 
different way. 

Senator ELLENpDER. Is that not a little confusing, Mr. McNeil? 

Mr. McNetz. Yes; but the 26 percent is based en total program 
cost and not flyaway cost. 

Senator ELtenper. Can you readily see how important it is to 
have your men try to get together on this? It makes it very con- 
fusing, and I bave asked for the patience of the committee just to 
bring these things to attention. 

General Gerrity. May I add something there? 

Senator E_tenprer. Yes; proceed. We want all the light we 
can get. 


PERCENTAGE OF SPARE PARTS 





General Gerrity. Both the Navy and the Air Force normally 
show their spare requirements in terms of percentage of the program. 
That is the total of the aircraft and the spares together, and the 
26-percent figure that Admiral Russell mentioned was that percent- 
age. We normally state it in those terms. It can be stated in other 
terms. 
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Senator ELLENDER. In other words, you get 26 percent of the spare 

s, as well as the cost of the original machine? 

General Gerrity. That is the normal approach we use in stating 
our requirements. 

Mr. McNeriu. And it comes out to 30 to 35 percent of the flyaway 
cost of the airplane. 

Senator CHavez. I notice the Navy and the Air Force seem to 
stand together. What about the Army? 

Admiral RusszLut. We were talking about airplanes. They have 
other types of equipment. 

Senator Cuavez. They also have airplanes. 

Mr. McNett. In the past, the Air Force has been purchasing the 
airplanes for the Army, but now the types of aircraft used by the 
Army come nearer to being a standard commercial article than the 
bombers and fighters used by the Air Force and the Navy. 

Senator ELLenprer. Admiral, can you give us an idea of what the 
recoupment of nearly $1 billion of unobligated funds will be? 

Admiral Russruiu. Yes, sir. After reviewing all our prior-year 
programs, we had a recoupment of the $302.7 million shown at the 
bottom of the table. 

Senator ELLENDER. In other words, out of a balance that you set 
aside for future obligation because of the contract previously entered 
into, you are going to recoup one-third of the amount? 

Admiral Russety. That is not quite correct, sir. This is a recoup- 
ment from all our programs. 

Senator ELLENDER. All your programs? 

Admiral Russe... Yes, sir; including the price of the aircraft, not 
only spares; the spares would be only a part of this. 

Senator ELLENDER. I see. You apply that to the engineering 
changes, too? 

Admiral Russe.u. Yes, sir. All the items. These are recoup- 
ments from all of our programs, sir. 

Senator ELLeNpER. | see. Specifically, from the $913.9 million 
unobligated in ‘‘Aircraft and related procurement,” could you tell us 
what that amount is? 

Admiral Russe.u. The recoupment will occur in following years, 
and I could not say what this would be. 

Senator ELLenpER. This amount of $913 million represents unobli- 
gated balances dating how far back? 

Admiral Russeuu. It would go back to about 1952, 

Senator ELLENDER. 1952? 

Admiral Russet. Yes, sir. 

Senator Cuavez. Senator, may I interrupt on a point there? 
Senator ELLENDER. Yes. 





































PRIOR YEARS 


Senator Cuavez. | think it would be well for Mr. McNeil to furnish 
us the recoupments for each of the three services for the years 1957 
and 1958 and anything previous to that you might get. 
Mr. McNett. I would be glad to do that, sir. 
(The information appears on p. 1537.) 
Senator ELLENDER. I was going to cover that and ask him spe 
cally. However, I have some figures here on how much you can ob ain 
in your 1958 progr am. I was going to raise that, Mr. Chairman, 


SERVICE RECOUPMENTS IN 
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Senator Cuavez. I am sorry. 


Senator ELLENpDER. That is all right. I am glad you anticipated 
it, because that is what I am leading to. 


ENGINEERING CHANGES 


Senator ELLeNDER. The next category is ‘Engineering changes,” 
You define engineering changes as not definitive requirements which 
cannot be obligated until the change is authorized and directed, 
These changes result from improvement in design after the production 


has begun and are progressively directed during the life of the produe- 
tion contract. 


Mr. McNett. That is correct. 

Senator ELLENDER. Do you have any further explanation you 
desire to make? 

Mr. McNett. I think that is a concise summary. 

Senator ELtenprER. I notice here, for engineering changes, the 
Army has aa unobligated balance of $30.5 million. Since engineering 
changes are not definitive, how is it known what amount of the 
unobligated balance is to be used for this purpose? I would like to 
know what yardstick is used or what legerdemain is used to determine 
that $30.5 million is set aside in unobligated balances to cover engi- 
neering changes. 

General Cassrevant. It is based on experience, and it is based on 
the item itself. There is no legerdemain. 

Senator ELLeNDER. I am glad you are using the word “experience” 
Piet I am going to take you to task on these unobligated balances 
or 1958. 

General Cassevant. I see no way in which any business can be 
run except on past experience. 


ENGINEERING CHANGE IN TANKS 


In the case of tanks, for example, we have had one very large engi- 
neering change. We started out in making these tanks by attaching 
the wheels which support the tank treads by bolting the axle sup- 
ports to the hull of the tank. This is a time-consuming and an expen- 
sive operation. As we went along with the production, it became 
apparent that we might weld the axle supports rather than bolt them. 

his engineering change was directed; it was made; we have saved 
time and money. We set aside something, perhaps 10 percent of 
the overall contract price, that we hold back to be applied against 
engineering changes that become desirable during the contract. 

Senator ELLeEnpER. Does that apply to all specific contracts on 
specific orders? Let us say you have 100 tanks. If those 100 tanks 
cost you $5 million, do you add to that $5 million 10 percent in order 
to take care of engineering changes? 

General Cassevant. Let us take a specific case. We have just 
bought some tanks. The total package was around $120 million. 
That $120 million includes the amount we reserve against future 
engineering changes which may come up. In this particular instance, 
since we are manufacturing this tank not the first time but about the 
third time around, we do not anticipate the amount of engineering 
changes that we did in the beginning. 
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Senator ELLENDER. Do you mean for the same kind of tank? 

General Cassevant. It is the same kind of tank essentially, with 
changes that have been put in it since its early inception. We do 
not hold back as much money in this instance because we do not need 
that much. 

Senator ELLENDER. Why, then, do you take a percentage and 
include it in the original order, such as the $120 million? You had 
a figure of 10 percent in that figure for engineering, and a while ago 
we found that the spare parts were in addition to that. Why is there 
that difference? 

General Cassrevant. The spare parts required are included and 
identified as spare parts. The supplies of tank spare parts could well 
be about 30 percent. We would normally expect to buy about 20 per- 
cent apg for tanks. This 10 percent that I speak about as an 
example of what we hold back for engineering changes is to take care 


of those things that come up in the process of manufacture and which 
appear to be a change which will make a better tank, make it cheaper, 
make it faster, any number of things representing engineering changes. 


COST OF ENGINEERING CHANGES 


Senator ELLENDER. What about the additional cost representing 
engineering change. Is that included in this item? 

General Cassrevanrt. It is all included in the original. 

Senator ELLENDER. In other words, there is included in the design 
and cost of additional material, whatever may be necessary to bring 
about the change that you are now talking about? 

General Cassrvant. That is true, in the case of the tank. The 
design was paid for originally, but, for this particular purpose, you 
are right. 

Mr. McNett. The general made a good point worth emphasizing. 
In this recent tank order, it is a reorder. There will still be engineer- 
ing changes, but they will not be of the magnitude that they were in 
the first go-around. 

Senator ELLENDER. You originally figured 10 percent. 

General Cassrvant. I do not have that figure here. I am using a 
general example of the magnitude it would be. If we started out 
with 20 percent, it might be down to 10 percent now. 

Senator ELutenpeR. What has been your past experience as to 
recoupment? 

General Cassevant. Again, it varies, depending on how new the 
equipment is. I would say when we get all through and paid for 
the tanks, we might end up by having paid $115 million instead of 
$110 million. On the other hand, we might possibly find it was a 
little bit more, but we will not know that. I think the best example 
here was given by the Navy on the Forrestal carrier. It started out 
with a figure of $200 million and ended up with a recoupment of $10 
million. It varies with each item through the years. 

Senator ELLenpeEr. Let us go to the aircraft and rate of procure- 
ment under the category of engineering changes. I notice that the 
unobligated balance for that category up to July 1, 1956, was $454.5 
million. Can anyone point out how that figure was reached and how 
you carry it on your books? As I indicated a while ago, the engineer- 
ing changes are not definitive. 1 presume by past experience you are 
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able to determine what the amount of change will be and what the 
cost of the change will be. 


ENGINEERING CHANGES IN AIRCRAFT 


General Grerritry. That is right, and we do it in the same manner 
as the Army and Navy. On our complex equipment we know b 
experience that we are going to have engineering changes. They f, 
generally in three categories; changes that must be made for flight 
safety reasons in order to prevent loss of life and loss of aircraft; 
second, to correct deficiencies that are causing unreliability and too 
many failures which are costly in terms of reliability and effectiveness; 
and, third, where we see an opportuvity to obtain an increase in 
performance—for example, the recent change in the B—52 was in that 
category. We found a way to improve the B-52’s so that we could 
get about 30 percent more range. , 

Our experience factor indicates that, as a whole, they amount to 
about 10 percent of the aircraft costs. They vary from model to 
model. In some cases, like in the case of the B—52, when we install a 
large change, it exceeds 10 percent. In other models it is less, but on 
the whole program it averages 10 percent. 

This $454 million is the amount that is reserved for engineering 
changes in the aircraft of the fiscal 1956 and prior programs. 

Senator ELLENDER. How much of that do you figure you are going 
to recoup? 

General Grerrity. At the present time, we do not feel we will 
recoup any of it. 

Senator ELLENpDER. How far back does this go? 

General Grerrity. This goes back to 1954. 

Senator ELuenpeR. And you are still working on changes of air- 
planes that were contracted for in 1954? 

General Gerrity. We are in the cleanup stages on those but the 
bulk of these dollars are in the 1955 and 1956 program area. There 
are still some in the 1954 program but a smaller amount. 

Senator ELLeNpDER. Let us go to ‘Procurement other than aircraft.” 
I notice you have an unobligated balance of $47.4 million for engineer- 
ing changes. 

General Grerrity. That is right, and it is on the same basis as the 
Army described. It is a somewhat lesser factor here. 

Senator ELtenper. What is the percentage of the cost that you 
take? ° 

General Gerrity. It approximates about 5 percent in this case. 

Senator ELtenper. I notice here under “Engineering changes’’ for 
research and development you have unobligated tokens of $4.3 
million. Can you tell us something about that? 

General Gerriry. I am not familiar with the ‘“Research and devel- 
opment” appropriation in detail, but I can say from general knowledge 
that it is the same that we have in our aircraft program. We reserved 
a small amount of money there for changes in the research and develop- 
ment. articles. 





RESEARCH AND DEVELOPMENT CARRYOVER 


Senator ELLenpeEr. Is not research and development a continuous 
change? Why should you set aside a specific amount, although small, 
for that, because, to me, research and development is a continuous 
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operation. Why set aside a sum for that and put it in the category of 
unobligated balances? I would like to get more information on that. 

General Gerrity. It would be quite natural for us to do that. 
We contract for a specific item in research and development. We tell 
a manufacturer we want a certain type of item. He estimates and 
we agree to a certain cost for it. We may go along on tbe contract 
and determine as a result of new information that we want to:meke 
a change in the direction of effort of the contract. For example, we 
may want to change the performance and specifications somewhat. 
We will then negotiate a new cost figure for the change. 

Senator ELLENDER. Does that apply to one machine, let us say, 
that that is being worked on? 

General Gerriry. That is right. 

Senator ELLENDER. One prototype, in other words? 

General Gerrity. Yes, sir. 

Senator ELLENDER. And you set aside money in order to make 
changes that you may determine as necessary as time goes on? 

General Gerriry. That is correct. 

Senator ELLENDER. I presume this would apply primarily to farmed- 
out contracts? 

General Grerriry. Yes, sir. 

Senator ELLeNDER. It would not apply to your own work but prin- 
cipally to the farmed-out contracts? 

General Gerritry. That is correct. 


MARINE CORPS PROCUREMENT CARRYOVER 


Senator ELLeENDER. Under “Marine Corps procurement” unobli- 
gated balances of engineering charges total $15.4 million. How does 
that come about? 

Mr. McNeut. To the extent that they had placed interdepart- 
mental orders with the Army, they would have to set aside their 
share to take care of any such charges for materiel that the Army 
was procuring for them. 

Senator ELLENDER. Such as? 

Mr. McNeuit. Tanks, guns, ammunition, rockets, anything that the 
Army was buying for them in which the interdepartmental order 
originally did not cover such things as possible changes. Both the 
Army and the Marines in that case would set aside the same percent- 
age and the Army would later ask them for it if they needed it. 

Senator ELuenpeEr. Is all procurement for the Marines obtained 
either from the Army or the Navy? 

Admiral Brarpsitey. A great bulk of the procurement for the 
Marines is secured by other agencies. It may be the Bureau of Ships 
or some other agency of the Nav y. They have to set aside for their 
radar, the tanks, and other technical equipment sufficient funds to 
cover future engineering changes. 

Senator ELLENDER. Who makes the determination as to how many 
tanks they are to have? 


Admiral Bearnstey. It is done by the Marine Corps and the 
Navy. 

Senator ELLENDER. But your procurement comes from the Army. 

Admiral Bearps.ey. That is right. 

Senator Ettenper. Under the Navy, I notice under ‘Aircraft and 
related procurement” that you have engineering changes totaling 
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$224.7 million. Also under “Shipbuilding and conversion’’ there ig 
$113.6 million unobligated for engineering changes. vas 

Admiral Russet. I would like to pass the shipbuilding to Admiral 
Mumma. Our experience is precisely the same as expressed: by 
General Gerrity in the Air Force area. 

Senator ELLENDER. How do you reach that percentage? 

Admiral Russe... It is on experience, and it runs about 10 percent, 

Senator E.tenper. Of the full amount of the contract? 

Admiral Russe. Yes, sir. 

Senator ELLenpER. Ship building and conversion? 

Admiral Mumma. Our experience in changes has varied over: the 
years. Going back to the 1952 program, our experience was about 3.24 
percent for changes. In 1953, it was 3.5; in 1954, it was 4.5, and then 
it has been decreasing since then: 3.7; 3.7; 2.8; and we project 2.2 into 
1958. 

Senator ELLENDER. Will you tell us how that came about? 

Admiral Mumma. We have been making specific effort to hold 
down changes. That is our purpose. It is averaging 3.26 over the 
whole period since 1952. 

Senator ELLENDER. Could that same policy be followed as to, let 
us say, your aircraft and related procurement that Admiral Beardsley 
just talked about? 

Admiral Mumma. No, sir; because ships are much more complicated 
piece of mechanism to design and build and they develop the design 
as they go along and there are not quite as many changes. 


REPROGRAMING ACTIONS 


Senator ELLENDER. Will you define for us “reprograming actions’’? 
What the various categories mean: ‘difficulties in contract negotia- 
tions,” “difficulties in production specifications,” and “first. destina- 
tion transportation’’? 

Are they separate? 

Mr. McNew. They are separate, although the distinction between 
reprograming actions and engineering changes is not really clean, 
clear, and precise. 

Senator ELLenpER. Let us take reprograming action. What does 
that mean? 

Mr. McNett. It covers changes in quantities. A certain number 
has been ordered and it has been found that another 5 percent is 
necessary of certain items or components of items to complete and fill 
out the whole procurement program, and I believe again probably 
General Gerrity can speak for the Air Force. 

Senator ELLENpDER. Would it cover a situation of such a kind, for 
instance, where you may order ‘“X” number of airplanes for “X” 
number of dollars and you find that you save out of that order $50 
million and reprogram it. Would this definition come within that 
category? 

Mr. McNet. It could. 

Senator ELLeNpER. Would it not be possible then, if that is true, 
for the services to reprogram moneys made available for one program 
and reprogram for something else without coming before the Congress 
and justifying it? 
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APPROPRIATION REQUIREMENT ON REPROGRAMING 


Mr. McNet. The appropriation requirements are that if there is 
any reprograming of dollars to different items, the reprograming must 
be within the same class ofjitem. 

Yes, in the case of the Army, if the original plan called for a million 
rounds of 1 type of ammunition of each of 2 types of ammunition, the 
eventual buying might be 1,050,000 of 1 type and 950,000 of another 
type. ‘That is the type of thing we do under the rules and requests 
of the committee to report reprogramming actions. 

Senator ELtenpER. Would not the reprograming money come in 
the same category as recoupments? 

Mr. McNett. If it went beyond the end of the fiscal year, and a 
contract was reduced, it could be classified as a recoupment. 

Senator ELLENDER. You specifically have in mind in reprograming 
moneys that are saved from certain contracts and using them in that 
same category during that same fiscal year. 

Mr. McNer. You might have outstanding on order a certain 
numbered or lettered aircraft, let us say an F-100—A. Later on there 
is one that is enough different to classify it as F-100-B. There 
might be enough difference in the characteristics, but still the same 
quantity, but still might cost a little more. Those things go on all 
the time. You are buying about the same quantities but more 
competent machinery. 

There is, however, enough change to require a different letter 
designation. 

Senator ELLENDER. Would you say that in your reprograming that 
this is usually done with moneys that you save from prior contracts? 

Mr. McNett. It can come from new appropriations or money saved 
from other contracts. 

Senator ELLENDER. As well as recoupments. But you would have 
to come to Congress for approval; would you not? 

Mr. McNet. If we found during the year that $5 million could 
be saved, let us say, on this tank contract, and some other item in the 
Army’s shopping list required $5 million more, that $5 million can be 
used to round out to fully finance the other item. That can be done. 
We report that as a reprograming of dollars. Actually, the number 
of quantities may be the same. 

Senator ELLENDER. To whom do you report that? 

Mr. McNett. To both the House and the Senate. You do not 
require it but we report to you. 

Senator ELLENDER. You let us know that after it is done. 

Mr. McNett. Every 6 months. 

Senator ELLENDER. In other words, such a program has not been 
justified before the committee but you proceed to do it on your own 
and then report the action after you do it. 

Mr. McNet. If it is a basie change in the program, the practice 
has been to clear it. If it is essentially the same program, in other 
words, no substantive change, a change in dollar requirements by 
programs, it is reported after the fact. 

Senator ELLeNnper. In your ‘Aircraft and related procurement’’ 
you have there $389.6 million for reprograming that is unobligated. 

Mr. McNew. That was set aside to cover possible reprograming 
actions. 
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Senator ELtenper. | do not quite follow you there, Mr. Secretary, 
I tried to elicit from you what you meant by reprograming. [| 
understood you to say that reprograming was done usually with 
moneys that were saved from contracts. 

Mr. McNew. During the year, let us say, in taking your example, 
if there was an increased obligation during the year, it would not 
show up; but if it was carried over at the end of a particular cutoff 
point, then you find the money carried over, and certain amounts 
would be necessary to provide for these reprograming actions. 

Perhaps more specific examples will clarify this. Genera! Gerrity, 
would you speak to that? 


DELAYS IN FINALIZING CONTRACTS 


General Gerrity. This $389.6 is not recoupment. These are funds 
involving obligations delayed beyond the first of the year because of 
the reprograming actions that Mr. McNeil referred to, which caused a 
delay in the contracting process and finalizing the contract. 

Senator ELLeENpER. Was the money available to you for contract- 
ing? 

General Grerrity. Yes, sir. 

Senator ELLENDER. It is not in the same category as the $2 million 
that the Bureau of the Budget refused to let you have? 

General Grerrity. No, sir. We had the funds but we just were-not 
capable of definitizing the contract to its full value because we had to 
go through the process of definitizing further specifications and then 
negotiating a definitive contract because of these changes. 

Senator ELLENDER. Suppose you try to enter into a contract for 
X number of airplanes and this contract is not definitized by June 30, 
let us say, this year. How do you carry the amount that you have 
set aside for this contract? Does it become an unobligated balance? 

General Grerrity. Yes, sir. 

Senatcr ELLENDER. When you come to us for appropriations for 
the following year, such amounts are included as previously appro- 
priated? 

Mr. McNeit. It is a continuing type of money and it is not neces- 
sary to have formal appropriation action. 

Senator ELLeNpDER. You put it in your program and you deduct it 
from that program. Then you credit it when you ask for additional 
appropriations to carry on the following year’s program? 

Mr. McNetv. It would be shown as a credit and an unobligated 
balance. However, if, at any time after midnight June 30, this 
contract that General Gerrity mentioned was actually signed the 
next morning, July 1, it would show as an obligation at that point 
but at the previous night at midnight it would be unobligated and it 
would be a part of the unobligated balance that we report. 

Senator ELitenper. Is this item for “Procurement other than air- 
eraft’”’ deserving of the same explanation? 

General Gierriry. Yes, sir. 

Senator Eritenprer. Fer ‘Research and development” you have a 
$7 million item under reprograming action. 

General Gerrity. That is the same problem, wl ere we have had a 
change in the basic requirement befcre we got to the final contract 
stage so it delayed contract negotiations. 
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Senator ELLENDER. That applies strictly to farmed-out work? 
General Gerriry. Yes, sir. 

Senator ELLEeNpER. I notice that in the Navy, “ Aircraft and re- 
lated procurement” you have $71 million unobligated under “ Repro- 
graming action.’ Is that in the same category? 

Admiral Russex. It is in the same category. They are the funds 
committed in a programing action but they are not obligated by 
definition. The Government must stand responsible for them, but 
they are not yet an official obligation. 

Senator ELLENDER. As long as you do not make your contracts 
final, you carry them as unobligated balances and if that is still true 
the following year, it is so carried? 

Admiral Russevu. That is correct. 

Senator ELLENDER. Such a sum is identified as having been provided 
the year before for a specific project? 

Admiral Russe. It is committed for a specific program. 














DIFFICULTY CONTRACT NEGOTIATIONS 
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Senator ELLENDER. The next item is “ Difficu!ty in contract nego- 
tiations.”” Will you define that for us, Mr. MeNeil? What does 
that mean? 

Mr. McNett. Again, there is a very slight distinction, from the 
items that have just been discussed, but they are contracts in effect 
which are firm except that there might be a patent license clause or 
something else involved. The people have not had a complete meet- 
ing of the minds, and the contract cannot be recorded under section 
1311 as an obligation until both parties are in full agreement and the 
contract is signed although otherwise it may be a complete transaction. 

Senator ELLeNpER. There is no distinction between the two? 

Mr. McNett. Very little. 

Senator ELLENpER. I notice the Air Force has $17.1 in that cate- 
gory. That, as you say, is because the contract has not been finalized 
up to the end of the fiscal year. 

Mr. McNiet. It may be typed and everything else but they may 
be arguing over a particular contract clause. 

Senator ELLENDER. Why should the amount in “Procurement of 
aircraft’? be so high? 

Mr. McNett. General Gerrity might speak to that. 

Senator ELLENDER. ‘Procurement other than aircraft,’ seems to 
include quite a large sum of unobligated balances. 

General Gerrity. We had quite a few contracts under negotiation 
at the end of fiscal 1956 where we were in disagreement with the 
contractors as to the prices and conditions of the contracts, so we 
just did not obligate these contracts until we could come to reasonable 
terms with the contractors. 


DIFFICULTIES PRODUCTION SPECIFICATIONS 





IN 





Senator ELttenpur. The next category is ‘Difficulties in produc- 
tion specifications.”’ Will you define that for us? 

Mr. McNett. General Gerrity might speak to that $82 million. 

General Gerrity. It is another refinement of the same general 
category. This is, again, where a contract could not be obligated 
because we ran into difficulties of various types with our specifications. 
92576—57——36 
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For example, we were just about ready to negotiate a contract,:or 
advertise for an item and we found out that the same item which we 
were using in the field was having difficulty. In-view of these defi- 
ciencies we concluded that it was no longer satisfactory to buy that 
same product, so we asked the engineering laboratories to refine the 
specifications for the item, thereby delaying the contract until after 
the first of the fiscal year. 

Senator ELLenpEerR. Those items could all be put in one general 
category, could they not? 

General Grrrity. Yes. 

TRANSPORTATION 


Senator ELtenper. Next you list “First destination transpor. 
tation.”” The statement made to the committee last year was this: 

The Air Force includes in its estimated cost of end items the transportation 
requirement to transport the item to its first Air Force destination. The related 
funds are unobligated until these items are delivered. 

How is that amount determined? I notice that the Army has a 
million dollars; the Air Force, for ‘‘Aircraft and related procurement,” 
has $95.7 million and for “Procurement other than aircraft,’’ $24.5 
million. Will you tell us about that? 

Mr. McNett. In the first place, the outstanding procurement for 
the Army is much less than the other two military departments at 
the end of any particular year. The basic policy came about very 
much like this. There was a time when materials were bought and 
the price did not include the transportation to destination; that is, to 
the first warehouse where it entered into the inventory. 

We found a good many instances years ago, where the very natural 
approach to it was that if the original price did not contain the first 
destination transportation, they would use perhaps a Government bill 
of lading and charge it to a separate appropriation account for trans- 
portation. Then it did not show in the cost of the item. We found 
we actually got some management improvements and savings for 
everybody concerned by including it with the price of the article in 
order that the person at the time would select the best means of trans- 
portation. It would be hauled by truck or delivered by the contrac- 
tor himself, say, from Harrisonville, N. J., to Bayonne instead of 
loading it on a freight car; whereas if it were charged to the transporta- 
tion account and moved on a Government bill of lading it might not 
be the cheapest form of transportation. Ordinarily the contractor 
can deliver it cheaper than we can by Government bill of lading. He 
may deliver it with his own truck. 

We found on the average it was pretty smart business and it saved 
money to so finance the whole procurement at the time and the most 
economical and best method of transportation would be used. This 
was not true in all cases prior to that. 

That was the reason for that item. 

Senator EL.LtenpeR. Those are rather small items in contrast to 
what we have been talking about. What has been your experience 
in recoupment there? Has it been overestimated much? 

Mr. McNet. No; in fact, if anything, we usually run a little short 
because the average trend of transportation costs has been up in the 
last 5 years so we do not believe we have had overestimates in that 
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PRICE REDETERMINATION 


Senator ELLenpER. The next item is ‘Price redetermination,” 
which is one of the important items. You have described that as 
follows: 


ces are redetermined at certain intervals throughout the life of many contracts. 
Funds are reserved for this purpose when upward adjustment seems likely. How- 
ever, Obligation does not occur until a formal redetermination has been agreed 
upon and the contract is amended. 

I would like to have an explanation of unobligated balances for this 
purpose. It appears unnecessary to me. 

Mr. McNem. I think this is a good item, sir, for a number of 
reasons. 

Some years ago, each of your contracts, when they were initially 
made, forced the contractor to include all possible contingencies for 
the future—— 

Senator ELLENDER. Suppose you give a contract for 100 airplanes 
to cost, say, $100 million. How much do you add there for con- 
tingencies? 

Mr. McNet. It would vary in many imstances. In many in- 
stances, depending on the terms of the contract, it might be prac- 
tically nothing if you had escalation clauses, for instance, for Jabor 
and material. 

Senator ELLENDER. Do you have escalation clauses for all contracts 
that you let? 

Mr. McNett. Insome. Might we ask General Gerrity and Admiral 
Russell if they might speak to that, or Admiral Mumma, because they 
are closer to the specific transactions? 

Senator ELLENDER. I notice that the Air Force has in that category 
of unobligated balance $457.9 million for “Aircraft and related pro- 
curement”’ and the Navy has $474.2 million for ‘“‘Aircraft and related 
procurement.” 

Mr. McNett. In the case of the Navy, part of that belongs in the 
top line as “forward purchasing policy”’ which is now blank. 

In other words, I think in just preparing the table it may not have 
been broken out by Navy. The $474.2 million is not all for price 
redetermination in Navy. 

Admiral Russe.u. This item is actually misplaced in the table in 
our case. 

Senator ELLENDER. Under what category should it be placed? 


FORWARD PURCHASING 


Admiral Russexu. It should be forward purchasing. These are 
items which one does not need to procure during the current year but 
you will need to procure in the following year. I would cite, for 
example, indicators, headsets for radios, and things of this sort which 
can be procured later. We, therefore, carry this as a commitment but 
we will get a more modern article and we will probably get it cheaper 
by waiting and not having it on hand. It is not necessary to have it 
on hand to meet the production schedule. 

Mr. McNett. In other words, the bulk of $474 million, if properly 
located on the table, should be shown in the first line. 

Admiral Russexu. That is correct. 

Senator ELLenper. In the ‘Forward purchasing policy” item? 
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Mr. McNett. In the first line of the top table. The bulk of it 
belongs up there. 

Senator ELLENDER. The purchasing of end items? 

Admiral Russe. Yes, sir. 

Senator ELLeENpDER. What about the Air Force? Why should the 
Air Force have it in that category and the Navy have it in a separate 
category? r 

Mr. McNett. That is not quite the case. 

General Gerrity. In the case of the Air Force, Senator Ellender, 
these are actual cost increases that have been identified in our re- 
determination contracts but have not yet been negotiated and added 
as a supplement to those contracts. We have reserved the funds for 
that purpose because we know that the cost increases are on that 
order of magnitude. 


RENEGOTIATION OF CONTRACTS 


Senator ELLteNpDER. There was evidence produced to us that you 
have recouped through renegotiations millions of dollars from various 
contracts. Why in the name of commonsense, notwithstanding the 
fact that you can renegotiate, do you reserve $457.9 million in price 
redetermination and carry it as an unobligated balance? 

General Gerrity. Simply because we were unable to adjust the 
contracts within that time period. However, as a whole, through 
contract savings we had a net reduction in our program and a very 
large recoupment during that time period. That large recoupment 
was a net amount after taking into consideration this $457 million. 

Senator ELLENDER. Do you mean the amount of recoupment was 
over and above this? 

General Gerrity. Yes, sir. It would have been higher if we had 
not had some price increases. 


HOUSE COMMENT 


Senator ELLENDER. From the report of the House Appropriations 
Committee we find this: 


The mission of the Government cost analyst is to evaluate the contractor's 
cost-keeping and cost-estimating proposals. The real rule of the cost analyst 
was demonstrated to the House Investigating Committee at a west coast airframe 
plant. This particular analyst had had several years experience in private 
industry before being hired by the Air Force in the early part of 1955. 

Shortly after he commenced work, he analyzed the pricing of tooling and test 
equipment furnished by the contractor, and determined that the contractor had 
overpriced those items by several million dollars. The contractor volunteered a 
refund of $2,075,000 before the price redetermination. Completely aside from 
the foregoing there could be no better example of the weakness of cost analysis 
under the Government’s incentive-type and price-revision-type contracts than 
that which is reviewed in the financial statements of the following firms: Boeing 
Aircraft, estimated amounts payable to United States arising from contract price 
revisions, $22,675,846; Grumman Aircraft estimated liability under incentive 
fixed-price contracts to United States Government, $128 million; North American 
Aviation, Inc., estimated savings refundable to United States Government on the 
incentive contracts, $52,950,476. 


In the light of the above, why is it necessary to have approximately 
$500 million in unobligated balances for this purpose? I wish you 
would explain that fully for the record, either you or Mr. McNeil or 
anvone else who desires to be heard on it. 
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General Grerrity. I will attempt to explain it as fully as I can. 
As I told you before, our experience in the contracts of 1955 and prior 
was that, in their actual performance, we actually got the job done 
at substantially less cost on an overall basis than we had anticipated 
originally. This reduction in cost resulted in the recoupments you 
have heard about. 

Senator ELLENDER. Over what period of time was this? 

General Grerrity. Up to 1956. 

Senator ELLENDER. During what period has this half billion been 
accumulated? 

General Gerrity. 1956, and prior to about 1953. 

Senator ELLENDER. Why was that not taken into account when 
vou renegotiated contracts? 
~ Mr. McNett. It would not necessarily be with the same firms or 
with the same contracts. 

General Gerrity. Some of these contracts are for highly develop- 
mental articles. In those cases oftentimes both the contractor and 
the Air Force underestimate the scope of the job. In contracts of 
that type, it is not abnormal when the job is finally done to find that 
it costs more than originally estimated. So, the cost increases here 
result, in the main, from that type of effort. 

Senator ELLENDER. But you have not had many cases where the 
estimate of the contractor was over and above what you agreed to 
pay; is that not true? 

General Gerrity. Yes; we have had increases when we renegotiated 
the price of some of our redetermination contracts. 

Senator ELLENpDER. As a result of these renegotiations, you found 
out over a period of 3 or 4 years that the overcharge was over a 
billion and a half dollars. 

General Gerrity. We found from our experience that we were able 
to get better prices on those contracts. 

Senator ELLENDER. Why isn’t that same process followed now? 
Why is it necessary, I repeat, to have this huge half billion dollars as 
unobligated balance? It strikes me that this amount could be en- 
tirely eliminated. I am sure our security would be safe. 

General Gerrity. These are obligations we have to complete. 

Senator ELLteNpErR. In other words, when you give a contract to 
Boeing Aircraft Co. for $100 million- 


RESEARCH AND DEVELOPMENT CONTRACTS 


General Grrrity. We have no contingencies in those contracts. 
We negotiate as firm a price as we can, and we do not allow any con- 
tingencies in our contracts. That is why a research and development 
contract is usually cost plus fixed fee, because, although it is difficult 
to estimate the scope of work, we refuse to put contingencies in these 
contracts. 

Senator ELLENDER. How many contracts in recent years have been 
overestimated or underestimated? 

General Grerrity. I could not give you an exact figure. We have 
overestimated and underestimated at the initial pricing. 

Senator ELLeNDER. Have you negotiated any contracts during this 
fiscal year? 

General Grerrity. Yes, sir; we have negotiated a great number of 
contracts. 
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Senator ELLENDER. What has been your experience thus far? 
General Grerrity. It is too early to know on this year’s contraets. 
Senator Symineron. Will you yield for a moment? 

Mr. Chairman, it is 10 after 12. I want to be here to listen to the 
interesting questions propounded by the distinguished Senator from 
Louisiana; and if he continues this afternoon, I want to be with him, 
If it meets with the approval of the Senator from Louisiana, however, 
and also the Chair, I have a short statement I would now like to put 
in the record, to follow the questioning of the Senator. 

Senator CHavez. I would like to have them explain these items. 

Senator Symineron. I will be glad to wait. 


OVERESTIMATED CONTRACTS WITH AIRCRAFT FIRMS 


Senator CHAvrez. Some money was returned here by three aircraft 
firms. How was that brought about? 

General Gerrity. Through price redeterminations which are part 
of the pricing clause in the contract. 

Senator Cuavez. So evidently you overestimated the original con- 
tract. 

General Gerrity. That is right. We have made provisions in 
these contracts for redetermination of prices. When we get a little 
more experience as to the scope of work and how the contractor is 
performing on the contract, we adjust the contract and take out an 
amount that is not required. In other words, we get down to a good, 
hard target. 

Senator Cuavez. Thank you, gentlemen. 

Go ahead, Senator Symington. 


NEWSPAPER ARTICLES 


Senator Symrnetron. From the stories in the press, the American 
people are beginning to realize what this is all about. These stories 
and articles have been excellent, but I would say there have been 
none better than one which appeared in the Sunday edition, June 2, 
of the Washington Evening Star, and later on in the Washington 
Post of June 6. These stories show the problem. The later story 
also shows there must be a change in the budget and debt position, 
or a reduction in the program, or a stretchout in the program. 

I ask unanimous consent, Mr. Chairman, that, at this point, the 
two relatively short articles in question be made a part of the record 
of this hearing. 

Senator Cuavez. They will be made a part of the record at this 
point. 

(The articles referred to follow:) 


[From the Washington Post and Times Herald, Thursday, June 6, 1957] 
QUARLES WARNS ON CUTBACKS 
By John G. Norris, staff reporter 


Congress was told yesterday that American military forces either must be cut 
or procurement of some new weapons hae, wane if a new $38 billion ceiling on 
defense spending stands. Deputy Defense Secretary Donald A. Quarles testified 
under cross-examination by the Senate core, Appropriations Subcommittee 
that the new spending limit was imposed by the Budget Bureau. 

He said rising military costs—which now are running at a rate which would 
reach $42 billion in 1958—brings the administration face to face with these alter- 
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natives: raise defense spending above the $38 billion limit, reduce President 
Eisenhower’s military program, or stretch out procurement of new arms. 

Senator Stuart Symington (Democrat, Missouri) declared the Eisenhower 
administration was taking an “Alice in Wonderland” approach to the budget 
problem by announcing what it considers an adequate defense program and then 
withholding the funds to finance it. 

“We've got to raise the debt ceiling or cut the defense program,” said Symington, 
adding that “if the President really were sincere’? when he goes on the air and 
asks for restoration of congressional cuts in defense appropriations, he would 
“at the same time ask an increase in the debt ceiling.” 


“AREA OF UNCERTAINTY” 


Quarles admitted the Pentagon was in an ‘‘area of uncertainty”’ as the result of 
the ‘unresolved discrepancy” between the $38 billion spending estimate put on 
the President’s 1958 program last January and the current estimate of its cost. 

Assistant Defense Secretary Wilfred J. McNeill testified Tuesday that defense 
spending now is running at a rate that would reach $42 bilion in the fiscal year 
beginning July 1. He disclosed that the Pentagon has been told that it “‘must’’ 
keep spending down to about $38 billion next year. 

Quarles said he could not say what should be done about this dilemma until 
the Pentagon fully explores it. But he agreed with Symington that the “‘war- - 
making potential of the Soviet Union is growing daily”’ and decisions made ‘‘must 
be in light of that.’’ 

The Deputy Defense Secretary also took issue with some recent administration 
criticism of Air Force plane procurement practices. He said he opposed the 
issuance of a May directive by Defense Secretary Charles E. Wilson barring the 
Air Force from placing orders for aircraft and missile parts and components before 
it has received full appropriations to pay for the entire order. 

There has been testimony that the order may force the Air Force to cancel or 
delay orders for $1 billion to $3.5 billion worth of new planes and missiles. Quarles 
said that while he opposed the order, he now believes the problem can be ‘“‘worked 
out” so it ‘will not have a great impact” on Air Force programs. 


ANSWERS CRITICISM 


Quarles, who was Air Force Secretary until recently, took issue with criticism 
of the “‘partial financing”’ practices by McNeil. The latter declared in a prepared 
statement, concurred in by Wilson, that such Air Force buying practices were not 
“consistent with sound buying practices or * * * understandings with the 
Congress.”’ 

“T believe we proceeded not only legally, but ethically * * * and properly,” 
said Quarles. He added that the new directive, of course, changed the picture 
and now made this ‘“‘improper.”’ 

Symington, however, contended the “installment buying’? was ‘‘sound busi- 
ness’”’ and helpful to the Government. He charged that the administration was 
“making the Air Force the goat’”’ in its budget dilemma. 

Quarles said he also objected to another Wilson directive holding back $500 
million in procurement funds slated to be awarded this month, but “not too 
strongly.”” He added this “is a minor point compared to the bind we’re in’ over 
the overall budget problem. 


{From the Washington Star, June 2, 1957] 


WiLson OrpERS SLASH IN DEFENSE SPENDING—$500 Mituion Cur Is MApg 
IN SECRET 


(Copyright 1957, by The Evening Star Newspaper Co.) 
By John A. Giles 


Defense Secretary Wilson has secretly ordered the Armed Forces to cut their 
contracting this month by $500 million, it was learned last night. 

One-half of the slash in authority to make new contracts during the balance of 
the fiscal year ending July 1 was allotted the Air Force. An authoritative source 
said the reduction would be made in construction and in the procurement of air- 
craft, and guided missiles. 

The Navy was ordered to trim its contracting by $150 million. 
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The Army, which had the smallest share of the authority in this year’s budget, 
was given a $100 million reduction. One source said the Army was particularly 
hard pressed in finding ways to make the cut. 


NO REASON GIVEN 


While no reason was given for issuance of the order, it is known that the Budget 
Bureau has been critical of the high rate of spending by the military services 
during this last quarter of the fiscal year. 

The secret order was sent out from Mr. Wilson’s office some 10 days ago, about 
the same time that an unclassified directive was issued cracking down on install- 
ment buying of jet planes and missiles by the Air Force. The Air Force says the 
latter order means it would need $3.5 billion more to do the same contracting 
than was proposed under President Eisenhower’s military budget now before.the 
Senate. It is maintained Mr. Wilson approved the plan when the Air budget 
was trimmed from $21 billion to $16.4 billion. 

Both orders are scheduled for a searching investigation by the Senate Military 
Appropriations Subcommittee when it reopens its hearing Tuesday on next year’s 
military appropriations bill, which the House trimmed to $33.5 billion. 


QUARLES TO BE WITNESS 


One witness will be Donald A. Quarles, now Deputy Defense Secretary, under 
whom the installment practices were carried out when he was Air Force Secretary. 

The other witness will be Wilfred J. McNeil, Assistant Defense Secretary and 
Controller, who rides herd over all financial matters in the sprawling military 
establishment and who is known to be critical of some Air Force financial dealings. 

There was some speculation that Air Secretary James H. Douglas, Jr., also 
would appear since he initially protested the ban on installment buying and is 
said to have been working on a second protest. 

Murray Snyder, Assistant Defense Secretary for Publie Affairs, expressed 
confidence that the wrangle over the policy of ordering such things as parts for 
planes and missiles before funds are made available for payment of the complete 
weapon is being “‘ameliorated’’ and will be finally settled in discussions among 
the principals. 

He also said “I am sure Mr. Douglas is not fighting the directive.” 

Mr. Snyder, in answering reporters’ questions, said he did not believe the Air 
Force had been guilty of any open violation of policy. 

Senator Symington, Democrat of Missouri, who initially brought up the 
installment buying ban during hearings last week, has been in communieation 
with Mr. Douglas on the matter. Air Secretary during the Truman adminis- 
tration, the Senator declared the directive would deprive the air arm of $3.5 
billion. At the hearing Wednesday, Mr. Douglas said he was not prepared to 
confirm the figure but admitted his ‘“‘grave concern’’ over the effects. 

The secret order simply means that $500 million worth of contracting that 
would have been signed this month will be delayed. 

The services generally attempt to make contracts for the greater portion of 
the total as possible early in the year. But, even with the best planning, there is 
always a considerable leftover for the last month of the fiscal period. Just how 
much now is left on the books for each of the services could not be learned last 
night. 

Contractual authority this year was divided as follows: Air Force, $17.7 
billion; Navy, $10.9 billion; Army, $8.9 billion. 


PREPARED STATEMENT 


Senator Symrneton. Here is a short statement which I should like 
to read concerning the testimony. 
(The statement referred to follows:) 


These hearings are complicated, involving as they do financial and accounting 
procedure. 

As a result of press stories covering them, however, the American people are 
beginning to realize what this is all about. 

There have been many excellent stories, but none better than the ones written 
in the Washington Evening Star last Sunday, June 2, and in the Washington Post 
as of this morning, June 6. These stories show clearly the basis of the problem— 





and 
ask 
shor 
mili 
ques 
effo1 
prot 
z 
~ 
witl 
befc 


rr 


the 
pre 
dal 


un 


un 
An 
col} 
fac 


th 


no 
1ss 


ou 


$4 
ar 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 567 


and in that the latter also shows that there either must be a change in the budget 
and debt position, or a reduction in the program, or a stretch out in the program, I 
ask unanimous consent, Mr. Chairman, that at this point these two relatively 
short articles in question be made a part of the record of these hearings. 

The Deputy Secretary of Defense testified yesterday that the Soviet Communist 
military might was increasing daily. Despite that fact, at this time I am not 
questioning whether the debt ceiling should be raised or the military program 
reduced or the military program stretched out. But I am questioning this obvious 
effort to make one or more of the services a goat in order to cover up the true 
problem, which is an overall administrative fiscal problem. 

That is wrong with respect to one service, or with respect to any Service, or any 
department of Government. 


More than that, it is wrong to keep away from the American people the facts 
with respect to our current financial problem. They have the right to know, and 
before these hearings are over, I intend to see that they do know. 


ATTEMPT TO INFORM AMERICAN PEOPLE 


Senator Cuavez. I think the committee has been trying to inform 
the American people. We have open hearings. It is covered by the 
press pretty well, and I think the committee as a whole realizes the 
danger from Russia and feels that the American people will better 
understand if they are informed. 


STATEMENT OF SENATOR SYMINGTON 


Senator Syminetron. Mr. Chairman, I believe these hearings are 
unsurpassed from the standpoint of getting out information to the 
American public. I congratulate you and the other members of the 
committee for the work that is going on right now in getting out these 
facts. 

I have studied the two directives, and the testimony regarding 
them. 

There is no question from the testimony that the administration 
now finds itself in an expenditures jam. The directives have been 
issued—regardless of good business practices and regardless of the 
effect on our force levels—in order to try to help the administration 
out of its fiscal difficulties. 

Expenditures in the Defense Department are running at a rate of 
$4 billion above the estimates used when the administration announced 
an anticipated budget surplus for the fiscal year 1958. 

The Defense Department has been given orders, according to the 
testimony, to take action to straitjacket defense programs, and thereby 
try to squeeze them into a $38 billion expenditures box. 

Since this order has not been accompanied by an official downward 
revision of our defense program, the Defense Department has now 
issued directives to try to reduce this program indirectly, through 
fiscal manipulations. 

The effort takes the form of lengthening lead times, canceling out 
efficient procedures, increasing obligational carryovers, and in general 
stretching out the procurement of modern weapon systems. 

This has led to an incredible situation, made up of the following 
ingredients: 

(1) Freezing of one-half billion dollars of appropriated money for 
fiscal year 1957; 

(2) Introduction of fiscal procedures to slow down procurement 
for fiscal 1958; 
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(3) Establishing a $38 billion ceiling for expenditures, which are 
now running at a $42 billion rate; and 

(4) Requesting that the Senate restore House cuts in appropriations, 
despite the fact previous appropriations are not being fully used. 

All of these slowdown fiscal manipulations are being put into effeet 
without the President’s making any reduction in the force levels he 
promised the American people and presented as his detailed program 
to the Congress only this year. 

. Are we to have a ‘“Shopwindow”’ force, rather than actual forces in 
eing? 

At a time when this country needs to negotiate possible disarma- 
ment from a position of relative strength, purely for fiscal purposes 
it takes drastic action to reduce that strength. 

There has been no evidence given the Congress that the Soviet 
military menace is lessened. In fact, the contrary is true. Since the 
President presented his defense program—the minimum number of 
divisions, ships, aircraft, and missiles he needed—the Congress has 
been informed that we face the greatest threat in 10 years. 

But, in order to attain a fiscal position, to keep the promise of a 
balanced budget, we have discovered in these hearings that the 
promised defense strength is being broken, by fiscal devices which, 
until these hearings, were secret. 

Again, I congratulate the chairman and the committee for bringing 
out the facts abodt these two directives. 


THREE APPROACHES TO PROBLEM 


The Deputy Secretary of Defense has now agreed that there are 
only three roads out of this financial imbroglio: (1) Permit defense 
expenditures to rise so we can have the defense strength promised; 
or (2) cut down the level and the modernization of our Armed Forces 
to meet fiscal ceilings; or (3) slow down or stretch out over a longer 
period of time the modernization process. 

Mr. Chairman, the President should tell the American people and 
the Congress, now, which alternative he chooses. This should be 
done before the Congress takes any final action on the budget. 

I thank the Chair and the distinguished Senator from Louisiana 
for yielding. 

Senator CHavez. May I say that this bill is a very difficult bill to 
consider, as everyone knows, and it is for the reasons stated by the 
Senator from Missouri that the people should be informed, and I feel 
confident that they will stand behind whatever Congress does. 

It is my purpose to come back this afternoon at 2 o’clock, and you 
will be here, Mr. McNeil. Tomorrow it will be necessary for me to 
be out of the city, so I have asked Senator Ellender to preside, and 
we will have a meeting at 10 o’clock tomorrow morning. 

Mr. McNet. Mr. Chairman, I would like the record to show at 
this point that the Department of Defense may desire the opportunity 
to answer some of the points contained in Senator Symington’s state- 
ment. 

COMMITTEE RECESS 


Senator Cuavuz. We are now recessed until 2 o’clock. 
(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 2 p. m.) 
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AFTERNOON SxEssion, 2 Pp. mM. (THuRsDAY, JUNE 6, 1957) 
NECESSITY FOR CARRYOVER FUNDS 


Senator CuAavez. You may proceed, Mr. MeNeil. 

I think you were being interrogated by Senator Ellender. 

Senator ELLeENpER. Before I yielded to Senator Symington, we 
were talking about price redeterminations, and, General Gerrity. 
You explained the necessity for this half billion dollars in aircraft and 
related procurement as being necessary, although from past experience 
there have been huge recoveries made from the aircraft industry; is 
that correct? 

General Grrrity. That is correct, Senator. 

May I go on, sir? 

Senator ELLtenpER. I am just reviewing it in the light of what you 
stated, and if I have not stated it correctly, say so, and if you desire to 
add anything further, you may proceed to do so. 

General Grerrity. I would like to amplify the comments I made 
previously. 

First, I think it would be well to state that this was a position as of 
July 1, 1956. 

Since then we have obligated most of these price redeterminations 
and negotiated with the contractors for the price increases, and they 
are now recorded as obligations. 

Senator ELLENDER. You mean the $457.9 million? 

General Gurrity. That is correct. 

Senator ELLENDER. When did you do that? 

General Gerrity. This happened during this current fiscal year, 
starting with July 1. 

Senator ELLENDER. This amount of $457.9 million you had on hand 
as of July 1, 1956? 

General Gerrity. That is correct. 

Senator ELLENDER. And I[ suppose you proceeded for fiscal year 
1957 in the same manner as you proceeded in 1956 in deducting your 
program and carrying it over into the 1957 year; am I correct? 

General Grerrity. That is correct. 

You are deducting it from the obligated program. 

Senator ELLENDER. How much of it is still left? 

General Grrrity. As of the present moment 

Senator ELLENDER. Remember, as I understand it, this was for 
existing contracts. It had nothing to do with new contracts. 

General Grerrity. That is correct. 

Senator ELLENpER. But this money that was held over in order to 
make adjustments to existing contracts entered into prior to July 1, 
1956? 

General Grerrity. That is correct; and our position as of July 1, 
1957, I am not sure exactly what that would be with regard to the 
other contracts in this category. 

Senator ELLENDER. I am not asking that, but I propose to ask 
that later. Can you tell us how much of the $457.9 million has been 
obligated during fiscal year 1957; that is, the current fiscal year? 

General Gerrity. Our current status, sir, as I have said, is that 
$457.9 million is obligated. 

Senator ELtenpeEr. All of it? 

General Gerrity. Yes, sir. 
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Senator ELLENDER. How did that come about? 

General Grerrity. That came about through the negotiations that 
were already under way during fiscal year 1956 being completed and 
contracts being adjusted obligationwise to take care of these amounts. 

Senator ELLENDER. That means the contract prices were under- 
estimated by the Department. Is that correct? 

General Grerrity. That is correct. 

Senator ELLENpDER. Is that correct? 

General Grrritry. That is correct, Senator Ellender. 

Senator E.uenper. All right. 

General Grrrity. If I could amplify just a little bit further, carry- 
ing through with my remarks of this morning. Since we do not allow 
for any contingencies in our contract prices on the development-type 
contracts which we have in this general appropriation, we usual] 
encounter difficulties, more difficulties than were anticipated at the 
time we go into the contract. This historically has resulted in in- 
creases in price on these contracts; whereas, on a contract for a pro- 
duction item, we do not have that type of difficulty. 

Normally, our final costs on production contracts are close to our 
original estimates or may actually be a little lower than our going-in 
price. 

Senator ELtenper. To have this thing in sequence, how did you 
determine that the $457.9 million would be the exact sum needed 
for underestimated prices? 

General Grerrity. Through our contracting officers working with 
the individual contractors on contracts concerned. 

Senator ELLENDER. But when was that determination made? 

General Gerrity. That determination was made at various periods 
during 1956. 

Senator ELLeENDER. Was this amount included in the total ag- 
gregate of contracts? 

General Grerity. [t was included in our program estimate as of 
this time, but not in the contracts. It was included in the contracts 
subsequent to July 1, 1956. 

Senator ELLENDER. Subsequent to July 1, 1956. 

Would the same answers be given by the Navy as to the 474.2 
million that is noted under ‘Price redeterminations?”’ 


FORWARD PURCHASING 


Admiral Russeiu. Only a small portion of that was price redetermi- 
nation. The major portion is forward purchasing. The item was 
confused. 

Senator ELLENDER. I am sorry to have gone back to that, Admiral. 
I apologize. That is what happens when things are done piecemeal. 

The next items are rather small—that is, in comparison to what 
we have been talking about. 

The working fund adjustment—will you describe that, Mr. McNeil, 
without going into any details? What is that account? 

We are not going into great details, because they are too small in 
comparison. 
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WORKING FUND ADVANCES TO OTHER AGENCIES 


Mr. McNetu. That should really be called working fund advances 
to other agencies, which they would not have reported as having 
been obligated by July 1. 

Senator ELLENDER. So were those advances made by you and 
where? 

Mr. McNeit. Yes, they were made; for example, the Department 
of Defense sometimes has work done by the Bureau of Standards, 
and before they will do the work, we have to advance them the money, 
and by June 30 they may not all have been obligated. That isa very 
minor amount. 

Senator ELLteENpER. Now, the military interdepartmental purchase 
requests. 

hose are purchases made between departments? 

Mr. McNett. Yes, sir. 

There was a time that those used to be recorded as obligations, but 
under this section 1311 we can only record an interdepartmental 
order as an obligation after the other department comes back and 
says, ‘‘ Here is the schedule of delivery and how we can deliver or that 
we have placed it under contract.” 


DEOBLIGATIONS UNDER SECTION 1311 


Senator ELLENDER. The next item, ‘‘ Deobligations resulting from 
section 1311.’ Is that in any manner connected with military inter- 
departmental purchase requests? 

Mr. McNett. It could be, but it is rather unlikety. They probably 


were contracts outside. 
CALL CONTRACTS 


Senator ELLENDER. Others are ca!led ca!! contracts. 

Will you tell us what are “call contracts’? 

Mr. McNett. The definition of ‘‘ca!l contract’ is one where you 
make the contract with a company to do certain work for you if and 
when later specified. It might be a time and material contract where 
he agrees that any work he does will be so much per hour plus material. 
Then you place the order later, so that you know that order is going to 
cover certain work at a set price and then vou would set aside the 
money for that portion of the contract which you expect to exercise. 

Senator ELLENDER. Cou'd such an item be taken care of in one of 
the other different categories? 

Mr. McNeiu. Very much the same way. It is just a slight shading 
of difference in meaning in the classification. 


CONTRACTUAL ADMINISTRATION ACTIONS 


Senator ELLENpER. The next one is ‘‘Contractual administrative 
actions.” 

Will vou tell us what that is? 

Mr. McNet. | believe it would be best to call on the Air Force, 
but you recall a little earlier we had discussion in the case of the 
Army, I believe it was, and I mentioned that it was a question of 
definition, in this case it is contractual administrative actions 

They are the ones that have not been completed. 
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Does anyone care to amplify that? 

General Bogart. Senator, I believe that this is all in our “Research 
and development”? avcount, and I believe that this is tied to the 
explanation I gave this morning, where we have the obligationg] 
authority released to the European office, but the contractual doey. 
ments have not yet been received. 

It is that sort of thing where it is simply in the administrative mil] 
and has not come back in; has not come back in in time to be recorded, 
I believe that that is the definition of the Research and Development 
Command on that item. . 

Senator ELLENDER. That is the amount that had not been recorded 
as of July 1, 1956? 

General Bogart. That is right, sir. 

The contracting officers are authorized to obligate, but have not 
done it yet. 

Senator ELLeNpER. Then next, Mr. Secretary, is applied to the 1957 
program. 

What does that amount consist of primarily? 

The total amount for all services was $2,020 million. 

Mr. McNet. The biggest item, of course, is in the Army; $1,564 
million. 

Senator ELLENDER. Yes. 

Mr. McNeru. That was carried over unobligated in the “Army 
procurement and production”’ account and applied as a credit against 
any purchases they would make in 1957. 

or that reason, as you recall, no appropriation was requested for 
the Army in the current fiscal year. 

Senator ELtenper. In other words, what you would do is deduct 
that amount from the Army’s program? 

Mr. McNett. And that is why we came up with zero. 

Senator ELxLenpER. You did the same thing with regard to the 
$302.7 million for the Navy in the “‘Aircraft and related procurement” 
account. 

Mr. McNetu. That is correct. 

Senator ELLENDER. And the same thing for ‘Shipbuilding and con- 
version,” $127 million? 

Mr. McNet.: That is correct, sir. 

Senator Ettenper. And the “Procurement of ordnance and am- 
munition,’’ $17.9 million and $14 million? 

Mr. McNer. That is correct. 

Senator ELLenpeEr. All of those amounts were deducted from your 
1957 programs. 

Mr. McNet. That is correct. There is one exception in the case 
of the Army—there was still something left over in that account in 
the amount of $516 million which was deducted by the House in its 
recent action 

Senator ELLenpER. The next item is unprogramed amounts. 

Will you give us a full explanation of this item? 

Mr. MoNen.. It is almost in the same category, except the specific 
items have not been listed in all cases. 

In the case of the Army, I mentioned the $516 million, for example, 
that was carried forward this year as a credit in our original sub- 
mission. 

Senator ELLenperR. On this chart, the total unprogramed was 
$1.902 billion. 
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Mr. McNett. The sum total of those 2 amounts, in the case of the 
Army alone, was $2,234 million. We took care of all of the buying 
for 1957 and when we presented the matter to the Congress this 
year, we applied part of it as a credit against the Army’s request for 
new appropriations, which reduced the Army’s request to $583 million. 

By the Army’s requesting $583 million, according to the budget 
submitted, a total of $816 million would have been carried over into 
fiscal year 1959. 

Senator ELLENDER. $816 million? 

Mr. McNet. Yes, sir. 

$300 million of this would take care of the buying in the early 
months of the year, which would have left an estimated $516 million 
which normally, under the proposal, would have been credited against 
the 1959 request. 

However, the House took away $516 million, so in a sense we are 
back now to about the normal carryover for the early months of 1958. 

Senator ELLENDER. That would leave you in the neighborhood of 
three-hundred-and-some-odd million dollars? 

Mr. McNeiu. About, sir. That would be available for commit- 
ment in the transactions underway at the end of next year. 

Senator ELLENDER. All of these amounts, of which we are now 
speaking, I assume have resulted from recoupments in the Army and 
Air Force and Navy; is that correct? 

Mr. McNet. Not all of it, sir. 

Senator ELLeNprer. Will you tell us what portion of the $1,902 
million appearing in the second to the last column of the chart re- 
sulted from recoupments? 

Mr. McNett. In the case of the Army, a small amount could have 
come from recoupments in some previous year, but some part of it 
came from sales of material to the “Military assistance” account, or 
from cash sales to other customers. 

Senator ELLenpER. That was left over from the Korean war? 

Mr. McNett. It could have been, or it could have been where the 
item is no longer needed in that same quantity, because of the adop- 
tion of a new and later weapon, that they can sell it without replac- 
ing that identical materiel in kind. It is carried on all our sheets as 
an asset and available and we take it as a credit against any request 
we otherwise would make. 


AIR FORCE RECOUPMENTS 


Senator ELtenprer. You have told us about the Army. What 
about the aircraft and related procurement in the Air Force of $1,- 
176% million? 

Mr. McNett. In the Air Force, it is basically recoupment, and [ 
would like to ask General Bogart if he would like to expand on that. 

General Bogart. Sir, this is the amount of recoupments from pre- 
vious years which had been brought in up to that time and. was 
carried as unprogramed, and, therefore, available for application 

against the fiscal year 1957 program, and it was so applied. 

The amount that we had forecast included amounts on hand to be 
recouped and applied against the program, and that was $161.7 
million. We had that balance on hand when we got the accounting 
records. We had that much unprogramed, which we thought we 
could apply to the 1957 program. 
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As of right now, we have recouped during fiscal year 1957 i 


that requirement, $1,761.7 million. As of yesterday, I believe, we 


had recouped $1,579.7 million, and we have $182 million yet to reco 
during the month of June to make our program whole; and that whole 
amount was applied. 

Senator ELLENDeER. So that the unprogramed amount that will be 
in the hands of the Air Force by July 1 of this year will be a billion? 

General Bocarr. No, sir; we hope that it will be zero. 

Right at the moment it is negative. It is a minus $182 million at 
the moment. We are anticipating a recoupment of $1,060 million 
during fiscal year 1958. 

Senator ELLENDER. From what program? 

General Bogart. This will be from 1957 and prior, from all prior 
years, to be recouped during fiscal year 1958. 

That is the $1,060 million we are carrying. 

Senator ELLENDER. And you anticipate the amount of a billion—— 

General Bocarr. $1,060 million to be recouped during the fiscal 
year, because we are not up quite at zero balance on unprogramed 
funds. 

Senator ELLENpER. This program for 1958 was 

General Bogart. $7,533 million in this account, sir. 

Senator ELLeNprER. And the “Procurement other than aircraft” 
was $1,677,990,000? 

General Bogart. Correct. 

Senator ELLENDER. From these two amounts you have deducted 
recoupments you expect to receive from the fiscal year 1957 and prior 
years? 

General Bocarr. Yes. 

Senator ELLENDER. Aggregating how much? 

General Bocarr. $1,060 million in “Aircraft and related procure- 
ment.” 

In the other account, we are carrying a program of $365 million. 
That amount we do not expect to contract, and we do not cover 
that with anticipated recoupments as in the other appropriation. It 
is only in the aircraft appropriations that we carry the anticipated 
recoupments forward. 

In the other, we use overprograming, which is a slightly different 
technique. 





RECOUPMENT PROGRAM 


Senator ELttenper. In your recoupment program, you also de- 
ducted from your program requirements of a little over $7% billion, 
$234,400,000 from reimbursements? 

General Bocarr. No, sir; that was from the military-assistance 
program; reimbursement from MAP to be furnished frum stock and, 
therefore, not requiring new procurement of that amount. 

Senator ELLeNpDER. In addition to that, there are other reimburse- 
ments aggregating $38 million. Where did that come from? 

General Bogart. Those are reimbursements from others—Army, 
Navy, and other Government agencies—and those are directly against 
new procurement. 

Senator ELLenper. And then, as you have indicated, the antici- 
pated recoupments of $1,060,600,000, plus the $234 million, plus the 
$38 million, all deducted from your 1958 program of $7,533 million 
leaves an appropriation request of $6,200 million. 
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General Bocart. That is correct. 
Senator ELLenpeER. All right. 
General Bogart. And I should make it clear that we have no 
funds available against program as yet. We could be up to $182 
million minus on that. 

Senator ELLENDER. How does that come about? 

General Bocarr. You see, at the moment we were anticipating a 
total, including the funds on hand, which started last year, of 
$1,761,700,000 that we would recoup to finance the fiscal year 1957 
program. 

As of yesterday, I believe, we had recouped and had on the books 
a balance of $1,579,700,000, which we had actually made available. 
That leaves us with $182 million to go for the balance of this year. 

Senator ELLENDER. But you expect to get it; do you not? 

General Bocart. We expect we will make it. 

Senator ELLENDER. Sure. 

General Bocarrt. Of course, next year, as you could see, we in- 
cluded the estimate at about a billion dollars unprogramed. We start 
1958 with none. 

Senator ELLENDER. Then, as I say, at the moment you have no un- 
programed funds left over, but you expect to get the amount that you 
previously anticipated? 

General Bocart. That is right. 
Senator ELuenper. All right, General. 


BASIS OF ESTIMATES 


Now, Mr. Secretary, as I understand it, you base your estimates on 
past experience? 

Mr. McNeit. Yes; in large measure. 

Senator ELLENDER. Now I want to ask you this question: 

In the ‘‘ Aircraft and related procurement” for 1956, your program 
for that year was $7,590,760,321; your program for 1957 was $8,744,- 
600,000; or a total of $16,325,360,321. 

Your recoupments from the above programs, as | gathered from 
your own figures, are these: that the amount realized to date was 
$1,466,799,163. You anticipated in 1957 that it would be $294,897,- 
200, and that is carrying over, as we have just talked about—that is 
anticipated recoupment from prior years—that it would amount to 
$1,060,600,000. 


TOTAL AIR FORCE RECOUPMENTS 


That is the figure that we have been talking about, and that indi- 
cates a total of recoupments in the Air Force for these 2 programs of 
$2,822,296,361 or 17.3 percent of the total of the 2 programs. 

Since you have based all reasons for unobligated balances on past 
experience, and since in the past your recoupments have averaged 
17.3 percent, then why did you not deduct anticipated recoupments 
from 1958 programs of 17.3 percent? 

Mr. McNett. I have no better figure or estimate than the $1,060 
million that is forecast in the Air Force justifications for next year. 

Senator ELLENpDER. But I am talking about the 1958 program now, 
this $1,060,600,000 applies to the programs of 1957 and prior years. 
Mr. McNett. That is right. 
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Senator ELtenpger. That is where you anticipated it? 

Mr. McNett. That is right. 

Senator ELLenvER. The question I am asking you is in respect to 
the program for 1958. 

Mr. McNeru. You mean at the end of 1958? 

Senator ELLENDER. Yes. 

Mr. McNett. My best estimate of the whole situation is that the 
amount which we could credit for 1958 is about right. 

I have no better estimate, and I think it is pretty good. I would 
forecast that for fiscal year 1959, it should be something less than the 
figures shown here. 

Senator ELLENDER. Something what? 

Mr. McNetu. Something less than the figures shown here. 

Senator ELLeENDER. How much less? 

Mr. McNew. I would hesitate to volunteer a specific figure, but 
I think it would be something less. 

May I ask General Bogart? 

Senator ELLENDER. I wish you would. 

As I indicated, your recoupments, based on past experience, were 
17.3 percent of your programs; 

Mr. McNett. Senator, I want to mention to you that you have 
taken 2 years after the passage of section 1311, the total recoupments 
are greater than they will be in the future because there were some 
things which we have reported as obligations that no longer qualified 
under that statute, and when we released them, they showed as recoup- 
ments. 

Senator Cuavez. And is this not also a fact: that the recoupments 
that you are speaking of up to the end of 1957 are recoupments of 
prior moneys as far back as 1953. Is that correct? 

Mr. McNet. That goes back several years. 

Senator ELLtenpER. The amounts I have just given applied to the 
programs of 1956 and 1957. 

Mr. McNett. But they apply to all the outstanding obligations, as 
Senator Chavez just mentioned. They do not apply to a particular 
year’s program, but they cover all the work outstanding at the end of 
a given year. 

Senator ELLENDER. Now, as I have indicated, with the data 
available, percentagewise, your recoupment has averaged 17.3 percent. 

Now, General Bogart, I wish you would give us an estimate of 
what your anticipated recoupments on your program on 1958 will be. 

General Boaart. May I talk to this just a moment, sir? 

I would like to explain how we make this estimate, to start with. 

You see, what you have done to get the 17.3 percent is assume 
that there is a relationship between the program in one year and the 
recoupments in the following year. 

You have taken the 1956 and the 1957 programs and divided them 
into the 1957 and 1958 recoupments in order to arrive at this per- 
centage. 

Senator ELutenper. In 1958? 

General Bocarr. Yes; the billion sixty million is added into that. 

Senator ELLenpeErR. But that is anticipated. 

General Bocart. You are quite right, but it is against 1957 and 
prior, you see. 

Senator ELttenper. That is right. 
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General Bocart. There is no direct relationship by program here, 
and I think I can explain why in a moment, sir. 

What we have done here in arriving at this method of anticipating 
our recoupments is simply to take a look at the unliquidated obliga- 
tions in prior years and our unobligated commitments—and go 
through and see actually the amount of money in unobligated com- 
mitments, and then assume there must be this kind of fallout. 

We have been getting deobligations from prior years—and this is 
where the major source of recoupments has been—and it is due to two 
things. 

ie. as we mentioned this morning, we were buying spares at one 
time, along in 1952, 1953, and 1954, on a much higher percentage 
than we are buying them now, and many of those spares contracts 
never were definitized, and the funds fell out and became available 
as recoupments. 

In addition to that, we had a large number of aircraft programs, 
on contracts which were let in 1952 and 1953 for delivery during later 
years, which were changed after the post-Korea slowdown, and we 
obtained a tremendous amount of funds from those. We also got a 
lot of money out of the price redeterminations of those contracts. 

One, they were let in a period of buildup, when we had to anticipate 
providing facilities and that sort of thing. Later, those contracts 
were cut back and slowed down, so that we never did actually put 
the total estimated costs in there, and we have had quite a bit of 
funds from prior years on price redeterminations. 

As a matter of fact, during fiscal year 1957, in these total recoup- 
ments from unprogramed funds and so on that have fallen out, we 
have picked up from 1948 through 1950 programs $12.3 million. 

The recoupments were during 1957 for those, and are just about 
finished. 

For fiscal years 1951, 1952, 1953, and 1954, we have picked up 
$1,265,700,000. This is during this last fiscal year 1957, but against 
the fiscal year 1955 and prior programs. ; 

We have had both price increases and decreases, and we have a 
net minus of $22.9 million at the moment against the recoupments 
from 1955. In other words, we have had to put $22 million more in 
than we have recovered, and for fiscal year 1956, because of a change 
in one of our classified projects, it was actually slightly over $200 
million, but that is an unusual circumstance. 
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CONTRIBUTIONS TO UNPROGRAMED FUNDS 


The point of all this discussion is this: There are two things that can 
contribute to unprogramed funds which we call recoupment against the 
following year. Part of it is actual recoupment out of prior years’ 
contracts, and that is exactly what we have been getting up to date. 
The other part will be program changes of one kind or another due to 
engineering difficulties and things we discussed this morning. 

These have contributed to the unobligated balances, and those are 
going to be just about the only source in the future. There will cer- 
tainly always be some deobligation of one kind or another, but we are 
forecasting in the Air Force that, with a program level of $7 billion, 
or a $7 billion general level, that we cannot forecast more than about 
half a billion top as a straight recoupment on unprogramed funds 
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available, or as the “unprogramed available” figure in future years, 
That would be about half a billion dollars. 

Senator ELLENDER. Percentagewise, about 7 percent. 

General Bocart. Yes, it is much smaller than what we have been 
getting, and the reason for that is that we think we have wrung the 
water out of all these prior years and the deobligations are not going to 
show, and this is certainly true in 1957. 

Senator ELLENDER. Now, let us assume that rockbottom, as you 
say, would be $550 million of recoupments out of your 1958 program, 

General Bocart. Yes, sir. 

Senator ExtenperR. What harm would result to your 1958 program 
if we agreed with the House figures of a $354 million reduction in 
Aircraft and related procurement? 

General Bocarr. Because you would be taking it out in advance, 
We have already taken out a billion dollars for 1958 that we say we 
will be able to recoup during that year. 

Senator ELLenpER. But you are doing that in advance. It is true 
you have not recouped it, but your rockbottom figure for 1958 is 
going to be, as you say, half a billion dollars, and the House has taken 
off the $354 million. I am just wondering why you could not live with 
the House deduction. 

General Bocart. Because, Senator Ellender, that $500 million 
would be an amount that we would have to pick up in addition during 
1958. We will forecast that amount of fallout of 1958 and prior pro- 
grams during fiscal year 1959. This $1,060 million is going to fallout 
during fiscal year 1958. 

Senator ELtenperR. But, General Bogart, you have anticipated 
for this year your recoupments from prior years of $1,060 million. 

General Bocart. To become available, to fall out, during the course 
of fiscal year 1958, and not to be available before the end of 1958, sir. 
The total amount will not be available before the end of fiscal year 
1958, just as, in our forecast for fiscal year 1957, some of that amount 
was not available before the end of the fiscal year. 

Senator ELLENDER. But yet this amount, although it is not avail- 
able now, will be available when you obligate the funds in subsequent 
years. 

General Bocarr. No, sir. 

Senator ELLENDER. Why not? 

General Bogart. We do not contract that until the funds are 
actually in hand. As soon as we get the approval, we program it, 
but we do not make the obligation until the funds are in hand. 

Senator Syminetron. Will the Senator yield for a question there? 

Senator ELLeNpeER. All right. 

Senator Symineton. An article in the paper, and discussion here, 
and, thereupon, questions asked me by Senators on the floor, would 
at least tend to imply that the Air Force has been contracting for 
items when it did not have the money. Let’s settle this once and for 
all. Has the Air Force ever, at any time, at any place, under any 
conditions, placed a contract, or made a Government commitment, for 
any item or items, for which it did not have all the money appro- 
priate d? 

General Bocart. No, sir; we cannot do that, by law. 

Senator Symineton. Whether you cannot do it by law, or can do 
it by law, is that right? 
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General Bocarr. To the best of my knowledge, we certainly have 
not; sur. 

Senator Symineron. General Gerrity, to the best of your knowl- 
edge, is that correct? 

General Gerriry. That is correct. 

Senator Symineron. General Callahan? 

General CaLttanan. To the best of my knowledge, that is correct, 
sir. 

PARTIAL FINANCING 


Senator ELLENDER. But you have engaged in partial financing. 

Suppose you buy a flock of engines and then something happens 
that you do not get the money to buy the airplane parts. What 
becomes of this contract that you have entered into? 

General Bocart. We have the money to pay for the engines, sir. 
If the rest of the program does not develop in the following years, 
we have engines we cannot use. 

Senator ELLENDER. Exactly. 

General Bogart. This is true. 

Senator Symineton. Will the Senator yield again? 

Senator ELLENDER. Just a minute ago I did, but not at this mo- 
ment, please. 

So you have been engaging in partial financing, and are in effect 
not engaging in full financing, as I thought was the case all the time? 

General Bocarrt. No, sir; that is not true. We had been engaged 
in preproduction and lead-time protection financing to take care of 
our 1958 program in our 1957 buying—in the year immediately 
preceding. 

Senator ELLENpDER. Now I am going to go back and ask Mr. 
Secretary McNeil what prompted this. 


DEVIATION FROM CUSTOM OF FULL FINANCING 


You reviewed the matter as of March 3 and you saw that it was 
partial financing. 

I am not saying the Air Force contracted for materials without 
having funds available. But I am saying that contracts were entered 
into for parts of a program, that is, the whole program was not laid 
before the Congress when the contract was entered into. Actually 
they deviated from the custom of full financing. 

Senator Symineron. Will the Senator yield? 

Senator ELLENpDER. Let him answer this question, please. 

Mr. McNett. They no doubt have deviated in a few instances. 
It was to avoid going into partial financing as a general practice. 
We wanted to retain, however, the ability to contract for component, 
let us say, an engine, that perhaps should be bought in advance of the 
year in which the larger end item should be purchased—to retain the 
ability to do that, but to do so specifically so that everyone knew 
exactly what was happening. The directive was for two things: to 
avoid going further into what might be called partial financing— 
though I would like to emphasize that I still think it is a smart thing to 
bring to this committee certain things to be done ahead of the year in 
which the main item is supposed to be purchased. 
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I think such a list ought to be rather limited, and it should be made 
quite clear. Also, when we do buy an advance component, we should 
set aside the money in full for the advance component. 

Senator ELLenpeR. That is what I thought was being done all the 
time. 

Mr. McNett. And, we ought to make the practices uniform among 
all the services. 

Senator ELLenpeEr. Off the record. 

(Discussion off the record.) 

Senator CHavez. May I say this: 

The Chair has been extremely patient and wants to be patient, 
It appears to the Chair that there is a difference of opinion between 
the Senator from Missouri and the Senator from Louisiana, so he 
would ask that they permit the Senator from Louisiana to finish the 
investigation, and then we will go on with the Senator from Missouri. 

Senator Symrneton. Mr. Chairman, to the best of my knowledge 
there is no difference of opinion between the Senator from Louisiana 
and myself. 

Senator Cuavez. You have been arguing for 2 days bout it. 

Senator Syminecton. Even though a Senator is a very junior 
Senator, he has the right to at least request his colleague to yield in 
an effort to bring out both sides of the question. 

Senator Cuavez. No one disagrees with that statement. 

Senator Syminecton. I understand the Senator from Louisiana is 
to talk somewhere else. 

I withdraw my request to him to yield. 

Senator Cuavez. There will be an opportunity for all Senators to 
ask questions, but I have been chided, may I say to the Senator from 
Missouri, for delaying this matter. 

Senator ELtuenper. Let us not digress from the recoupment dis- 
cussion. 

Therefore, General Bogart, rock bottom will be about $500 million? 

General Bocarr. I would not call it rock bottom. 

Senator ELtenprr. That is what you said awhile ago. 

General Bocarr. We would anticipate that it will run about that. 
We certainly would not want to fix it, but we would anticipate that. 

This would be on the basis of the program changes and things of 
that sort. 

NO APPEAL BY ARMY FROM HOUSE CUT 


Senator ELtuenpeER. I notice that the Army has not requested the 
$516 million that was reduced by the House. 

Mr. McNet. That is correct, sir. This action will bring it out 
about even so that the carryover of unobligated funds at the end of 
fiscal year 1958 should not be any greater than necessary to carry on 
reasonably orderly procurement in the first months of 1959. 

Senator Ettenpsur. Do I understand that the same thing applies to 
the Marines? 

Mr. McNett. That is correct. 

Senator ELLtenpsr. But it does not apply to the Navy and Air 
Force. 

Mr. McNetu. The situation there is a little different. 

Senator ELLenpER. I wish you would tell us about the difference. 

Mr. McNett. It is principally because of the type of equipment 
they are buying. 
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Senator ELLENDER. Yes, but you expect more recoupment from 
them. 

Mr. Secretary, as you have heard General Bogart say, they antici- 
pate $500 million of recoupment from the 1958 program. I want you 
to tell me why you cannot go along with the House reduction of $354 
million. 

Mr. McNett. In the case of the Army and the Air Force, all the 
assets, including the recoupments, were applied before we arrived at 
the amount submitted in the President’s request. 

Senator ELLENDER. You cannot say that with regard to Air Force; 
can you? 

Mr. McNett. Yes, sir. 

Senator ELLENDER. You mean to say—— 

Mr. McNetu. The request of $6,200 million for the Air Force. 

Senator ELtenpER. You mean to say that the recoupment 1s 
actually at hand? 

Mr. McNett. No, sir. 

Senator ELLENpER. Then it does not differ in that respect; that is, 
the Marine Corps and the Army would not differ in that respect? 

Mr. McNett. Yes, because the Marine Corps and the Army money 
was actually on hand. 

In the case that General Bogart just discussed, those are assets 
they expect to recoup or receive or recover during the coming year 
and will not be available in total until at least the end of the year, and 
perhaps it will be the middle of the year before any appreciable 
portion will be. 

In the case of the Army and the Marine Corps, that was already on 
hand. 

This $80 million for Marine Corps procurement and $516 million 
for Army procurement were already on hand, but that is not so in the 
case that General Bogart just discussed. 

Senator ELtenper. If you put into your records anticipated re- 
coupments from prior years, as you have done to reduce your program 
requirements this year for the Air Force, and then General Bogart 
states that out of your program requirements for this year, you would 
have as much as $500 million—that is out of the aircraft procure- 
ment—TI cannot see for the life of me why we could not deduct that 
amount, which more than justifies the House reduction of $354 million. 

Mr. McNett. You could not do that, sir, unless you asked us or 
forced us to indulge in partial financing, because in that case we would 
be trying to finance a program on the hope or expectation that 1 or 
2 or 3 years from now we would be able to get enough to cover the 
outstanding commitments and contracts. 

Senator ELLENDER. That amount will come long before it must be 
obligated, Mr. Secretary. 

Mr. McNetu. Maybe this is the point—General Bogart has already 
taken into account the expected recoupment of $1,060 million in re- 
questing the $6,200 million. 

Senator ELLENpDER. But that is not out of the 1958 program. 

Mr. McNett. He is not going to get this $1,060 million until late 
in the next fiscal year. 

Senator ELLENDER. You anticipate you are going to get it, and if 
you carry the argument through, you could argue with me the same 
way in regard to the $1,060,600,000 as you are now arguing with me 
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on the $500 million that you anticipate recovering from the 1958 
program. 

I see no distinction. 

Mr. McNett. I believe there is, sir, because the buying program 
the dollar value to support the buying program submitted in the 
budget would have been $7,200 million, plus the value of the military 
assistance program reimbursements, as well as reimbursements of 
others. If we had just set those reimbursements and recoupments 
aside, the credit would not have been taken until the next year, fiscal 
year 1959. 

However, in order to try to do it as far ahead as you have presented 
a procurement program to the Congress, which is for 1958 only, I think 
it is very proper that recoupments should be anticipated only as far 
as the program, which is 1958. 

Senator ELLenpER. Mr. McNeil, you have already stated that the 
memorandum issued on May 22 will increase unobligated balances 
as of July 1, 1957, by $500 million because the Army, Navy, and Air 
Force will not be able to obligate this amount during June 1957 as 
had been previously planned? 

Mr. McNett. As of the first of this coming year, that is correct, 

Senator ELLENDER. So that you would have that to spend. 

You have also stated that the Bureau of the Budget has not appor- 
tioned to you the $2.578 billion of the money previously appropriated 
to the Air Force. 

Would you be able to give us the Navy and the Army figure as to 
what has not been apportioned? 


FUNDS AVAILABLE BUT NOT RELEASED 


Mr. McNett. I believe so, sir—these gentlemen may be able to 
get it quickly. 

I might add that while they are looking for the figures, sir, that 
the Bureau of the Budget has not released some of the money, because 
in some instances the money is not required for release until later, 
and therefore its release has not been requested. 

In the case of the spare parts, the provisioning list of which we have 
spoken previously will not be definitized and priced until next year; 
the money, however, is available. It has not been released by the 
Bureau of the Budget to the Air Force or the Navy. 

It is available, however; and if the lists were to be definitized, as 
they will be this coming year and the next year, those funds which 
are set aside in reserve for that purpose will then be released. 

Senator ELLENpDER. So that the amount of $2% billion plus that 
has not been apportioned is money that can be obligated in order to 
carry out previously signed contracts? 

Mr. McNett. Previously signed contracts, that is correct, as of 
June 30, or items that are under negotiation at the end of the year. 

Senator ELLENDER. What portion of it would you put in that cate- 
gory? 

Mr. McNett. I think it would all apply to those two categories; 
the work in process, the contracts in process of negotiation at the end 
of the year, plus those things necessary to complete the prior year’s 
programs, including spare parts. 
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Senator ELLENDER. Any sum out of the $2% billion that has not 
yet been apportioned to the Air Force, as of July 1, will be carried 
over as unobligated funds? 

Mr. McNetu. That is correct, sir. 

It is the same money that we have been talking about. 

Senator ELLENDER. That we have been talking about? 
Mr. McNett. Yes, sir. 
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AMOUNT NOT APPORTIONED 






Senator ELLENDER. Now, will you give me the figures for the Army 
and the Navy. How much has not been apportioned? 

Mr. McNett. I have it as of the 31st of May here now and can 
supply it for the record. 

“Army procurement and production,’”’ $950 million. 

Senator ELLENDER. Is that in all categories? 

Mr. McNetu. That is in all categories of procurement and produc- 
tion; yes, sir. 

Senator ELLENDER. How about research and development? Have 
you anything in there? 

Mr. McNet. In research and development, there is none. 

Senator ELLENDER. The two and one-half billion dollars-plus is for 
“Aircraft and related procurement,” and ‘‘Procurement other than 
aircraft.”’ 

Mr. McNett, Yes, sir. It is a little over $2% billion to include 
both those accounts. 

Senator ELLENDER. As to the Marine Corps, is that separate? 

Mr. McNett. Yes, sir. 

Senator ELLENDER. What is that amount? 

Mr. McNett. $216 million. 

Senator ELLENDER. $216 million that is being held back and not 
apportioned? 

Mr. McNett. That is right, and that will be apportioned later, of 
course. 

Senator ELtenpeER. In other words, you are not asking to reclaim 
the $80 million; that amount would be reduced by that much? 

Mr. McNett. The new appropriation request is for $20 million. 
That amount, when added to this amount, will cover the Marine 
Corps buying program for 1958, and sufficiently far into 1959 to 
provide a smooth transition, and that is all. 

Senator ELLENDER. Now, how about the Navy; that is outside of 
the Marine Corps? 

Mr. McNet. The Navy as a whole—I do not have a total. We 
have about 15 accounts. I can add it up or I can give you the accounts 
separately. 

Senator ELLENDER. Suppose we add it up and put it in. 

Mr. McNett. It is approximately a billion and a half dollars. 

Senator ELLENDER. How much? 

Mr. McNett. It is approximately a billion and a half dollars. That 
includes the Marine Corps, however. 

Senator E.ienper. Is that “Aircraft and related procurement?” 

Mr. McNett. “Aircraft and related procurement” is $476 million. 

Senator ELLtenperR. ‘Shipbuilding and conversion?” 

Mr. McNetu. $689 million. 
Senator ELLENDER. $689 million? 
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Mr. McNett. Yes. 

Senator ELLENDER. Procurement other than ordnance and ammuni- 
tion and so forth. 

Mr. McNet. Procurement of ordnance and ammunition, $77 
million. 

Senator ELLenprEr. Other than, I said. 

Mr. McNett. In the Navy, their aircraft account is all-inclusive, 

In the Air Force, it is broken down into two parts. 

Senator ELtenper. So that all the money we are now talking about 
has not been apportioned by the Bureau of the Budget and is carried 
in the unobligated balance? 

Mr. McNett. That is correct. 

Senator ELLnenpER. Now, Mr. Secretary, I do not want to go into 
this directive any more, except to ask you this one question: 


THREE APPROACHES TO PROBLEM 


I was not here during the entire period of the hearing yesterday but 
Senator Symington and Secretary Quarles developed there that the 
Air Force has three alternatives as a result of this directive. 

First, ask Congress to raise the debt ceiling so that expenditures of 
the Department of Defense can go on up to $42 billion for fiscal year 
1958, or, second, cut out some of the existing progroms; or, third, and 
finally, complete all programs but lengthen the period of completion. 

Is that your evaluation of the situation? 

Mr. McNett. Not quite, sir. 

Senator ELLENDER. Will you tell us what your evaluation is? 

Mr. McNetu. I think that the statement of Secretary Quarles 
yesterday was correct. I think those are the 3 alternatives, or some 
combination of them, but they apply to all 3 services and not the 
Air Force alone. 

Senator ELtenpER. But I understand they apply to all three 
services. 

Mr. McNett. I would like, if I may, Mr. Chairman and Senator 
Ellender, just to mention one other thing in this connection. 


EXPENDITURE RATE 


It has been called to my attention that some newspaper accounts 
of these hearings has given the impression that we have forecast 
expenditures for 1958 at $42 billion. 

In the questions and answers to Senator Saltonstall and Senator 
Robertson, I did say that the expenditure rates of the last 3 
months, if continued for a whole year during 1958, could run that high. 

But I also answered that would be correct if it continued at that 
rate, but I added that I did not think it would necessarily continue 
at that rate. 

I just wanted to make it clear that I was not forecasting that rate 
of expenditure. 

Senator CHavez. But it could be? 

Mr. McNett. It could be, but I just wanted to make it clear that 
I did not forecast it, and I do not think that it will run that high. 

Senator ELLeNpER. There is one more question on this subject. 

General Bogart stated that the anticipated amount that would be 
left was about half a billion dollars. I wonder if I could get an 
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estimate from the Navy, both as to the Marine Corps and to the 
Navy as a whole. 

Mr. McNeru. Do you mean 

Senator ELLeNDER. As to that program for this coming fiscal year. 

Mr. McNert. You mean what the value of the deobligations 
might be? 

enator ELLENDER. Yes. 

Mr. McNeru. Then I would ask General Bogart to answer that. 

General Bocarr. I think I should make it clear that that is what{I 
would estimate the recoupments to be during fiscal year 1959 against 
1958, and prior, and 1959 program fallout, and you might also in- 
crease that. It might be increased or it might be a little less. 

Senator ELLENDER. I understand. 





RELIANCE ON PROGRAM FALLOUT 


Genrral Bocarr. But I should also say, sir, that we have to rely on 
program fallout during the fiscal year more than we have in the past. 

Senator ELuenpeER. All right. 

Can we get the answer now from the Navy? 

Admiral Russet. I can give it for one program, and I think this 
is the major share. It is $165 million. This is the figure that we 
hope to clear. 


PRICE INCREASES IN LABOR AND MATERIEL 


As things are going now, we are experiencing increases in the price 
of labor, increases in materiel, and so on. 

Senator ELLeENpER. But you had recoupment last year, did you 
not? 

Admiral Russe.u. Yes. 

Senator ELLeNpER. And it has been increasing right along. 

Admiral Russsuu. That is correct, sir. 

Senator ELLeNpER. So I must always take that into consideration. 

Admiral Russse.u. I would point out that this is a very, very austere 
estimate this year. We do not know how we are going to get this $165 
million, but it is in the program. 

Senator ELtuenpreR. What program is that in—aircraft and related 
procurement? 

Admiral Russs.u. Yes, sir. 


SHIPBUILDING AND CONVERSION RECOUPMENTS 


Senator ELLENDER. What about shipbuilding and conversion? 

Admiral Mumma. We do not anticipate that any recoupments will 
be made whatsoever in the shipbuilding and conversion, and have not 
budgeted any. 

I think, if anything, our estimates are a little on the low side. 

Senator ELLENDER. You mean for 1958? 

Admiral Mumma. Yes, sir. 

Senator ELLenpER. You were talking about 1958 also, Admiral 
Russell? 

Admiral Russstu. Yes, sir. 

Senator ELLENpER. How about the Marine Corps? 
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Admiral Brarpstey. The Marine Corps is not planning on any 
recoupment per se. The Marine Corps’ new appropriation has been 
greatly reduced, and it is going to have to live on the carryover of 
unprogramed funds. We do not anticipate any recoupment in the 
Marine Corps. 

Senator ELtenpeER. As in the case of the Army, you have enough 
unobligated balances to handle your financing. 

Admiral Brarpstxy. They are coming down under this program, 
We will have to have a larger appropriation next year. 

Senator ELLeNDER. That is the reason you did not ask for a reclama 
of the $80 million cut by the House. 

Mr. McNew. It just essentially cleans up this account as far ag 
carryover is concerned. 

Senator CHavez. Senator Dworshak, do you have any questions? 

Senator DworsHak. Just a few, Mr. Chairman. 

Senator ELtenper. I wish to thank all of you for being patient 
with me. We devoted some time to this and I hope it has heh ed to 
clear up some confusion. Next year when you will again appear before 
the committee, I am hopeful you will be able to report to us on more 
unification in your accounting for the services. 

Mr. McNet. Yes, sir. 

Senator ELLENpER. And if there is anything further you need from 
Congress in order to accomplish that, let us know before you return 
next year. 

Mr. McNetu. May I say, Senator, that I think that you are being 
helpful in bringing out this matter, both inquiring into it from the 
viewpoint of the committee, as well as affording us an opportunity 
to further outline the kind and nature of the problems and how we 
are trying to do the job. I think the discussion brings out that we are 
getting our house in shape. It was not in as good shape 2 or 3 years 
ago. It is in better shape today. I think your questioning herg has 
given us an opportunity to get this out on the table for better under- 
standing. 

Also, I appreciate it because we have an understanding of your 
views so that perhaps next year we can make you proud of us. 

Senator ELLenpER. I hope it has been of mutual benefit. 

Mr. McNet. It has. 

Senator Cuavrz. Senator Dworshak. 

Senator DworsHak. Mr. McNeil, during World War II, I was a 
member of the Appropriations Committee in the House, and I recall 
that we appropriated many billions of dollars in excess of the spending 
capabilities of our armed services. 


RESCISSIONS OF PRIOR YEAR APPROPRIATIONS 


The American people were willing to make available unlimited 
amounts of money, and I recall that in several of the fiscal years huge 
sums were rescinded, returned to the Treasury, because you had 
received appropriations far in excess of the spending capabilities of 
the services. 

Do you recall that? 

Mr. McNetn. Yes, sir. I was associated with it at the time the 
rescissions were made in 1946. 

Senator DworsHak. I think one year we rescinded as much as 
$35 billion or $36 billion in excess of the appropriations. 
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Do you recall whether that is true? 

Mr. McNetu. That strikes a familiar chord with me, too. 

Senator DworsHak. Now we are in peacetime. We are engaged 
jn a cold war. We read about what is being done to build up the 
airpower, the striking force, of the Soviet Union, and we are faced also 
on one hand by inflationary trends which are a real menace to our 
fnancial structure in this country—lI have not heard all this debate on 
the budget of the Defense Department because I have been busy on 
other appropriation bills, but I am greatly disturbed by what I have 
heard and what I read in the press. 

I realize that we are not supposed to refer to the actions of the 
other body, but we found that the House cut approximately $2% 
billion from your budget. 

It has been pointed out that probably one-half of that involves 
merely transfers in bookkeeping actions. 

Is that right? Half of that? 

Mr. McNett. It is—about $590 million of it represents transfers; 
$127 million represents support that we expect to receive from 
Germany in the form of deutschemarks. Also, $596 million repre- 
sents funds that were set aside in the original budget to be taken as 
a credit against fiscal year 1959 requests from the administration. 
That reduction does not materially affect anything to be done in 
fiscal year 1958. 

RESTORATION REQUEST 


Senator DworsHak. But you are asking for a restoration of $1,220 
million. 

Mr. McNett. That is correct. 

Senator DworsHak. Which you claim you need to maintain the 
efficiency and striking force of the armed services. 

Mr. McNeiu. Yes; to maintain the personnel of the armed services, 
it is necessary to have the restoration and in the maintenance and 
operation accounts, we felt that the estimate originally submitted 
was a good one. 

Senator DworsHak. There has been a natural reduction in man- 
power in recent years, has there not? 

Mr. McNeru. Yes, over the past few years. In procurement 
accounts we accepted the $80 million reduction in the Marine Corps 
and the $516 million in the Army; $774 million represents the pro- 
curement items which we believe should be restored. That is—for 
the Navy, $119,224,000, for aircraft and related procurement. 

$118 million of the $120 million which was reduced by the House 
in the “Shipbuilding” appropriation, and the $70 million of the $80 
million reduced by the House for ‘Navy procurement of ordnance 
and ammunition” appropriation, which covers primarily missiles and 
things of that nature. 

In the case of the Air Force, we believe that the $354 million redue- 
tion in the aircraft and related procurement account should be re- 
stored, and in the case of procurement other than aircraft, a reduction 
of $100 million should be restored. 


1956 APPROPRIATION 


Senator Dworsuak. Notwithstanding the merit of the requests 
which are being made for restoration, | note that in 1956 the actual 
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appropriation made to the Department of Defense was $33,148 million: 
is that correct? ' 

Mr. McNett. Yes. 

A little earlier you mentioned that after World War II there were 
very substantial sums rescinded. 

We had a situation at the end of the Korean war—not the same 
magnitude—but still the situation existed to a certain degree in that 
we had some rather substantial funds on hand that had not been 
obligated. 

In the case of the Army, there was some $5% billion for Army 
procurement unobligated. ‘ 

Three years ago we asked for zero appropriations for Army pro- 
curement, although the Army would be buying perhaps a billion and 
a half dollars of equipment each year. We took it out of that excess 
carryover. 

At the time there were discussions with this committee, and some- 
one suggested that they might be rescinded, and we agreed that it 
would be all right. 

However, it was later agreed to leave it there and then the next 
year we asked for zero appropriation. 

That was also the way it was done in fiscal year 1956 and in this 
current fisc il year 1957. 

When we came to 1958, we started to ask for a moderate amount 
for the Army and still set aside a credit against 1959 requests of about 
$516 million. The House chose to take the $516 million and reduced 
our request for procurement, so in 4 years, instead of rescinding it, 
but rather, by common action on the part of the Department and the 
Congress, we had utilized the Korean war carryover. 

That is one of the reasons why our requests for new appropriations 
have been lower than our program level or level of operation for the 
last 3 or 4 years. 


RELATION OF APPROPRIATIONS TO EXPENDITURES 


Senator DworsHak. Then, in other words, the actual appropria- 
tions in 1955, 1956, and 1957 did not reflect the actual amount of 
expenditures? 

Mr. McNett. That is correct. 

Senator DworsHak. Because you were utilizing some of the carry- 
over of funds? 

Mr. McNett. That is right, and I might say that at the end of the 
Korean war, it was about $20 billion for all services. 

Senator DworsHak. $20 billion for what? 

Mr. McNet. $20 billion of unobligated funds carried over at the 
end of war, and at the end of 1958 under this budget plan, we antici- 
pate that it will be in the amount of about $8 billion, which is about 
what should be carried over in a program of this size. 

Senator DworsHak. You anticipate you need that much to carry 
over the procurement program? 

Mr. McNet. That is right. 

Senator DworsHak. If it got below that, it might cause some 
difficulties in administration? 

Mr. McNett. That is right, sir. 

Senator DworsHak. I appreciate what has been said, but I am 
wondering whether we can continually go upward with our spending 
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for national defense in peacetime. I say that I do appreciate what 
has been said about representatives of the Department, both the 
civilian heads and the officers, but I cannot help but wonder about 
that. 

I say I realize that we have inflationary conditions with increasing 
costs and our naval yards and our aircraft factories and our missile 
plants and all that, and yet I wonder where we are going to reach 
the point where we can expect to hold the line in peacetime. 


UPWARD SPIRAL IN NATIONAL DEFENSE COSTS 


What is your reaction to that? Do you envisage a constantly 
upward spiral in the cost of national defense? 

Mr. McNetu. The cost of individual items is constantly going up, 
and if the cost is kept at about the present level, the numerical 
strength would probably have to start down as well as the number of 
individual items we buy. 

The cost will have to go up or the number go down. 

Senator DworsHak. Does that mean you will have a deteriorating 
National Defense Establishment if we cannot continue this spending? 

Mr. McNett. That could be true, but not necessarily, because 
many of the things we are buying today have tremendously greater 
capability than the things they replace. 

Tuesday I included in my statement a program which might be 
worth repeating at the moment. We have had higher than anticipated 
expenditures. 

I said that the budget for 1958 forecast expenditures for the Depart- 
ment of Defense during the current fiscal year at $36 billion, although 
it now looks like they will be $38% billion for the current year. 

The budget was submitted for fiscal year 1958 at $38 billion. We 
know this is going to be tight, and we will probably have to make some 
changes if we live within it. (Reading:) 

We have been informed that, considering the anticipated revenues of the 
Government, and the statutory debt limit, expenditures for the Department of 
Defense must not substantially exceed the budget estimate of $38 billion during 
1958. 

We are, this last 2 or 3 months, as I mentioned, spending at a 
higher rate, and that is one of our problems. 

For that reason, Secretary Wilson, as we have discussed a number 
of times in this hearing, has held back procurement of $500 million 
between now and June 30. 

Senator DworsHak. Largely affecting aircraft? 

Mr. McNet. All procurement; and he has asked that later in the 
month that the Army, Navy, and Air Force submit to him a plan of 
what they would have to do and what program changes would be 
involved, rates of obligation, to come within this amount. 

Senator Dworsnak. Is that in anticipation of this fiscal budget for 
1958, or a cutback in spending? 

Mr. McNett. Fiscal year 1957, of course, is on time for all intents 
and purposes. 

Senator DworsHak. You are still awarding contracts, are you not? 

Mr. McNett. Only in very limited numbers right now, between 
now and June 30, but Mr. Wilson asked, and I can read this part of 
his directive: 
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In addition as a means of clarifying our fiscal oe each military department 
will submit a detailed plan to the Secretary of Defense no later than 12th of June 
for meeting their fiscal year 1958 expenditure objectives— 


$38 billion— 


taking into account their outstanding obligations as well as their plans for rate 
and volume of new obligations. 


REDUCTIONS IN LEAD TIME 


I think, in some instances, we have probably squeezed lead time 
a little too short and may have to correct this in some instances. 

There is no question that 2 or 3 years ago, or 4 years ago, lead times 
were too long. 

Senator Dworsnak. So long as you took delivery of aircraft and 
materiel at one time, that was virtually obsolete by delivery time. 

Mr. McNett. At one time perhaps that was true, but in curing 
and correcting most things, sometimes you overcorrect, and I think 
that in certain items we have cut the lead time just a little bit too 
short. It may be only 1 or 2 months in some instances, but it is 
enough to create a real problem, so the amounts requested in this 
budget should help to bring this pendulum back to a slowly swing- 
ing narrow arc, and at the same time perhaps come close to this 
expenditure figure that was shown in the President’s budget. 


Senator DworsuHak. This will be reflected then in reduced spending? 
Mr. McNet. Yes. 


APPROPRIATIONS DURING KOREAN WAR 


Senator DworsHak. Regardless of what Congress does on your 
appropriation? 

Mr. McNett. That is correct, sir. 

Senator DworsHak. What was your total appropriation or annual 
spending during the Korean war; do you recall? 

Mr. McNett. In 1951 it was $19,772 million—that was the first 
year of the Korean war, when most of the contracts for the buildup 
in the Korean war were placed. 

The following year it was $38,972 million. 

Senator DworsHak. Fiscal year 1952. 

Mr. McNet. 1953, $43,711 million. 

Fiscal year 1954, $40,336 million. 

Senator Dworsnak. In fiscal year 1954, that involved some peace- 
time. 

Mr. McNett. Yes, the truce was in July, the beginning of the fiscal 
year. 

Senator DworsHak. On the basis of that, it seems to me with that 
tremendous financial responsibility of prosecuting the war in Korea, 
you got along with $38 billion in 1952, and $42 billion in 1953, we 
would be justified in thinking that the budget you are asking for next 
year is a little too high, making allowance for inflationary costs and 
all that. Would you agree with that? 

Mr. McNett. It is a very involved problem. I can see how it looks 
like that to you. But the Korean war was fought with equipment 
that was on hand essentially in 1950 and 1951. 

At that time the United States started its buildup to stay reasonably 
strong indefinitely. 
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The product of research established and carried on for the last 10 
years has produced articles which are much improved as well as awfully 
expensive. While our forces, namely manpower, are some 750,000 
less than they were in 1954, the equipment costs are going up. 

Senator DworsHak. You have had increased costs all along the 











line. 

Mr. McNett. It is not necessarily inflationary costs and wage 
increases, but the equipment costs more, all of it. 

Senator DworsHaxk. A bomber used to cost half a million and now 
it is 8 million. 

Mr. McNett. That is correct. 

Senator Dworusak. That leads me to this point, and I think while 
we do engage in partisan politics throughout the country, whether it 
be reflected in activities of the Congress or elsewhere, that when it 
comes to the national preparedness, the American people want the 
best. 

They know that this is national insurance, and I think partisanship 
is pretty well overlooked, except in a few exceptions. 


FEAR OF DISINTEGRATION OF MILITARY FORCE 





Recently there has been a lot of publicity in the press, which I 
think may have created a fear and apprehension in the minds of 
Americans that our Defense Establishment is disintegrating, that we 
are not maintaining the kind of force we should have, that we live 
in a world with constant threats of global aggression, and we do not 
think we should permit that development to go unchallenged. 

1 have a high regard for Secretary Wilson, and I think you people 
who live with this problem constantly should do the best possible job, 
but I want to point out that I think it is the responsibility of the Con- 
gress, as well as the officials in the Defense Department, to eliminate 
this fear and this constant worry and apprehension that we are not 
getting as much as we should, that because we are living in peacetime 
that we coast along nonchalantly, and we are not doing the kind of a 
job we would be doing if we were in an emergency or global war of 
some kind. 

Do you not feel there is this kind of an apprehension all over the 
country? 

Mr. McNett. I think there may be—perhaps in a substantial seg- 
ment of the population. I think there is no question that the strength 
of the military forces of the United States today is certainly greater 
than it has ever been in peacetime, greater than it was several years 
ago; so much so that it is not worth comparing. 

One can always get into an argument on this, are they too low or too 
high; but there is no question that they are much better than they 
were 5 years ago or 8 years ago. 

Senator DworsHak. I am glad to have that assurance from you. 























CONTRACTS 





COST-PLUS 


Sometimes it seems to me that under this negotiated-contracts pro- 
cedure that maybe, and apparently we are using that instead of the 
competitive bid system—is it not a fact that most of your contracts 
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are based on a cost-plus contract instead of an open competitive-bid 
contract? 

Mr. McNett. There is no question that a high percentage of our 
procurement dollar is in the negotiated field and greater than it was 
a few years ago, although there is a constant effort to keep everything 
we can in the competitive bid area. 

Of coure, in a standard item, a more or less standard article, that 
has been manufactured for years, and there are a number of people 
who can make it, the competitive bid practice is perfect. 

However, there is one company that developed the B-52. There 
is one that developed the F—102. There is no question that develop- 
ing the F8U fighter for the Navy, there was only one. 

Senator DworsHak. Is that not because you negotiated the con- 
tract with that firm? 

Mr. McNet. That is correct, but they developed the article that 
you are negotiating on. 

Senator DworsHak. Then you are at the mercy of that producer; 
then you have to buy that product from them if you want to get it, 
do you not? 

Mr. McNett. There is no question on that but that is not the only 
situation. We are getting into the missile business. We are still not 
buying them all as standard items—— 

Senator DworsHak. You have a dozen now. 

Mr. McNetu. No, I mean the quantities. 


EARNINGS OF FIRMS WITH DEFENSE CONTRACTS 


Senator Dworsuak. I follow the financial journals in this country, 
and it may be just a coincidence, but those firms—and I am speaking 
not of top business giants, but others that have contracts with the 
Defense Department—report very exceptionally high earnings. 

That leads me to speculate on whether there is the proper caution 
or the proper management or administration exercised in procure- 
ment on all of these things that involve the expenditures of billions 
of dollars every year. 

Has that been thoroughly explored? Are you sure you are getting 
your money’s worth? 

We do not want the national defense to become glorified WPA or 
something like that. Nobody does, and I am sure the last person in 
the world would be Secretary Wilson to want that, and I am sure that 
extends to you people, too. But what are we going to do to change 
this upward spiral of defense spending? 

I think that, considering the possibilities, and even though there 
are some classifications involved, I think that we could have greater 
economy and greater efficiency, and it is not necessary to spend more 
billions every year to get the kind of national defense which we think 
is essential in this era. 

Cannot that be accomplished? Is the sole criterion getting more 
money, More money, more money? 

Cannot we relieve this situation some way? 

Mr. McNett. Just the contrary. 

These problems of rising costs concern us, I was going to say hours 
a day, but I will say 12 hours a day, including 7 days a week. 


There are a lot of people in our place devoting a lot of effort trying - 


to do this thing better. Is it perfect? No. 
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We are not satisfied with it ourselves, but we have a lot of good 
talent in the place, I think, both civilian and military, and there are 
tremendous efforts being put into this, trying to keep costs down and 
organize it so that we can do things a little better and a little cheaper. 

I think in a big organization you are going to make some mistakes, 
but I think the batting average is getting better all the time. 

We are not satisfied, and we are improving, although I do not 
know anybody who is thinking about it who is satisfied. 

Senator Dworsnak. I certainly hope that there will be full cooper- 
ation between the executive branch and the Congress on this. 

I think that national defense is holding the national spotlight, and 
I do not think the people are concerned with partisan politics, but 
I think they want assurances that we will be able to meet any threat 
of aggression. 

I certainly do hope that you will continue to do the best possible 
job and forget the financial aspects on the basis that unless you get 
more billions every year, we are not going to maintain a desirable 
Military Establishment. 

Mr. McNet. We are not trying to ask for more millions every 
day, but what we are trying to do is to get the job done at a level that 
these people want to see, and get it at a price they can pay. 

Senator DworsHak. I am finished. 

Senator CHAvez. Senator Dworshak, I do not recall that you were 
here this morning when they were discussing negotiated contracts 
and speaking about aircraft. 

Senator Dworsnak. No, I was not. 

Senator CHavez. They buy from two different concerns, but with 
every contract that they make, they have a clause that provides for 
renegotiation after the contract is finished and the aircraft is delivered, 
and both of those companies have returned quite a few million dollars 
back to them. 

Is that correct? 

Mr. McNetu. That is correct, but it is also that there are two 
methods for protection of the Government’s interest in such a contract. 


FUNCTIONS OF RENEGOTIATION BOARD 


One is the clause that the chairman has mentioned, where the serv- 
ices themselves go into the matter, but after the contract is closed, it 
is gone over by a board completely independent of the Department 
of Defense, the Renegotiation Board, who take a look at it. 

I might say they have recovered some, but compared to the total 
volume it is a mighty small percentage. That is done by a board that 
does not report to us. It is completely outside of the Department of 
Defense. 

Senator Dworsuak. I think that is a very constructive device, 
riding herd, you might say, on contractors. And when I say that, 
I am certainly not implying that there has been any profiteering delib- 
erately and maliciously, but I think it behooves us, in view of the size 
of the Defense Department problems, to be constantly alerted to see 
that we get full value for all these millions, and indeed billions, that 
we make available for national preparedness. 

Mr. McNett. I agree with you, Senator. 

Senator DworsHak. Thank you, Mr. Chairman. 








594 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator Cuavez. I stated this morning that we would meet to- 
morrow, but I was advised during the noon hour that the full commit- 
tee has three different bills to consider tomorrow, so when we recess 
tonight it will be until Monday morning. 

If I do not happen to be here, Senator Ellender will preside. 

The hearing is recessed until Monday morning. 

Mr. McNett. Thank you very much, Senator. 

(Thereupon, at 3:40 p. m., Thursday, June 6, 1957, the committee 
recessed, to reconvene Monday morning, June 10, 1957, at 10:00 a. m., 
in room F-39, the Capitol.) 
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MONDAY, JUNE 10, 1957 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Allen Ellender presiding. 
Present: Senators Ellender, Hayden, Saltonstall, Knowland, Thye, 
Smith, Dworshak, and Symington. 


DEPARTMENT OF THE ARMY 
FINANCIAL MANAGEMENT 


STATEMENTS OF HON. GEORGE H. RODERICK, ASSISTANT SECRE- 
TARY OF THE ARMY (FINANCIAL MANAGEMENT); HON. HUGH 
M. MILTON, ASSISTANT SECRETARY OF THE ARMY (MANPOWER 
AND RESERVE FORCES); MAJ. GEN. W. S. LAWTON, DIRECTOR 
OF ARMY BUDGET, OFFICE OF THE COMPTROLLER OF THE 
ARMY; MAJ. GEN. DONALD P. BOOTH, DEPUTY CHIEF OF STAFF 
FOR PERSONNEL; MAJ. GEN. EDWARD J. O’NEILL, ACTING 
DEPUTY CHIEF OF STAFF FOR LOGISTICS; MAJ. GEN. JOHN E. 
THEIMER, ASSISTANT DEPUTY CHIEF OF STAFF FOR MILITARY 
OPERATIONS; MAJ. GEN. ROBERT S. MOORE, SPECIAL ASSIST- 
ANT, ASSISTANT SECRETARY (COMPTROLLER); MAJ. GEN. 
A. P. O’MEARA, DEPUTY CHIEF OF RESEARCH AND DEVELOP- 
MENT; BRIG. GEN. A. WATSON II, DIRECTOR OF PERSONNEL 
PLANS, DEPUTY CHIEF OF STAFF FOR PERSONNEL; MAJ. GEN. 
SILAS B. HAYS, THE SURGEON GENERAL; MAJ. GEN. KEITH R. 
BARNEY, DIRECTOR OF INSTALLATIONS, OFFICE, DEPUTY 
CHIEF OF STAFF FOR LOGISTICS; MAJ. GEN. PAULI. ROBINSON, 
CHIEF, DEPENDENTS’ MEDICAL CARE OFFICE, OFFICE OF THE 
SURGEON GENERAL; MAJ. GEN. W. PRESTON CORDERMAN, 
DEPUTY CHIEF SIGNAL OFFICER; AND COL. TALMADGE D. 
ASHWORTH, OFFICE, CHIEF OF FINANCE 


GENERAL STATEMENT 


Senator ELLENDER. The committee will please come to order. 

We are very glad to have Secretary Roderick, the Assistant Secre- 
tary of the Army for Financial Management, who will be our first 
witness. I understand you have a detailed statement, Mr. Secretary. 
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Mr. Ropericx. It is rather short, and I would prefer to make it, if 
you have no objections. 

Senator ELLENDER. As you well know, the budget estimate for the 
Department of the Army for fiscal year 1958 is $8,520 million, and the 
House has reduced that amount by $1,280,575,000. I understand 
you are asking for restoration of $190,931,000. Proceed with your 
statement, Mr. Secretary. 

Mr. Ropericx. Mr. Chairman, and members of the committee, 
I am privileged to appear before this committee today as a repre- 
sentative of the United States Army. 

The Secretary of the Army and the Chief of Staff, in their appear- 
ances before this committee, discussed the Army’s fiscal year 1958 
policies and programs which form the basis for the fiscal year 1958 
fund request. As the Secretary pointed out, the Army’s direct 
obligational request is actually less for fiscal year 1958 than for fiscal 
year 1957. I will not review the general policies and programs on 
which the budget is based, but will confine my discussion to a résumé 
of the impact of the House actions concerning the fiscal year 1958 
request. General Lawton, who will follow me, will discuss these 
implications in more detail. 


REDUCTIONS IN ARMY BUDGET 


In discussing the reductions in the Army budget made by the 
House, [ will cover: 

(a) The impact of the $36 million reduction in “ Military personnel, 
Army.” 

(6) The impact of the $150 million reduction in ‘‘Operation and 
maintenance, Army.” 

(c) The impact of the $8 million reduction in “Research and 
development, Army.” 

The Army has a system of programs which are mutually supporting 
and closely interrelated. These programs for fiscal year 1958 reflected 
a military balance when the budget was presented to the Congress in 
early January. Reductions made by the House in one or more of 
the programs, if allowed to stand, would upset interdependent pro- 
grams making up the whole of the Army’s effort for a fiscal year. The 
net result of the House reductions would create a military imbalance 
in the areas I will discuss specifically. 


I. MILITARY PERSONNEL, ARMY APPROPRIATION 


The reduction of $36 million in the ‘Military personnel, Army” 
funds will leave the Army in a difficult position. May I point out 
that these reductions were specific, and the Army has no, or at best 
little, latitude in the distribution of these reductions. It is my 
intention to show you specifically in each of these items the impact of 
the reduction. 


MILITARY PAY 


(a) The House reduced the reenlistment allowance in program 
No. 1000 (military pay) by $6,500,000 from an initial request of $65 
million. In making this reduction, the House relied upon the theory 
that the Army’s overall reenlistment rate (including Regular Army, 
inductee, Reserve, and National Guard) was high as computed in 
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the fiscal year 1958 budget in comparison with our experience in 
fiscal years 1956 and 1957. However, the facts show that about 90 
percent of our reenlistments are in the Regular Army segment of our 
active Army, and this is where the reenlistment program is affected 
by this appropriation. The reenlistments of the inductee, Reserve, 
and National Guard are only 10 percent of the overall reenlistments. 
I am gratified to say that the Regular Army segment of the active 
Army eligible to reenlist has increased from 131,800 in fiscal year 
1956 to 140,100 in fiscal year 1957, and in fiscal year 1958 it is esti- 
mated conservatively that it will be 170,500. This shows an increase 
of 30,400 additional eligible men to reenlist in fiscal year 1958 over 
fiscal year 1957. This is the career group of the United States Army. 
This is the hard core upon which we have to rely—around which to 
build an army in case of an emergency. It also represents the group 
in which we have the greatest investment in terms of time and money. 
With this increase of 30,400 additional men in the career category, 
whom we particularly want to keep in the Regular Army because we 
already have so much invested in them, we ask for the restoration 
of the $6,500,000 in the ‘Military personnel, Army.” 


FLYING PAY 


(6) The second item of reduction in the program No. 1000 funds 
was for flying pay, and was in the amount of $1,500,000. This reduc- 
tion of $1,500,000 in flying pay will necessitate the reduction of 1,000 
qualified pilots from those projected for fiscal year 1958. 

Our 1958 Army Aviation program is an essential part of our new 
divisional organization. Army Aviation, within the limitations which 
have been set, provides eyes for the Army on the battlefield of tomor- 
row and, with the increased mobility which follows the changing con- 
cept of tomorrow’s battlefield, it is essential that the aircraft, includ- 
ing helicopters, be provided and that there be qualified personnel to 
handle them. The proposed fund reductions will slow down progress 


toward providing even minimum acceptable mobility and intelligence 
means to our new divisions. As a matter of fact, we will have planes 
on hand without trained personnel to man them. 


CAMP GARY BASE NEAR SAN MARCOS, TEX. 


The proposed reduction will have a tremendous impact upon the 
training base which, as you know, was established in July 1956. Par- 
ticularly affected is Camp Gary, which is near San Marcos, Tex. We 
set up this base to train 1,700 pilots per year. In order to accomplish 
this, we are maintaining 506 students in resident training. The House 
reduction of 1,000 trained pilots under our program for fiscal year 
1958 will occasion the reduction of Camp Gary to 208 students in 
resident training. Such a reduction of strength does not justify the 
retention of the post, and the Army will be compelled to transfer the 
training of these 208 students to one of its other bases, thereby placing 
in a standby status a valuable training facility. 


DEPENDENTS’ ALLOWANCES 


(c) The House recommended a reduction of $5,100,000 from our 
requested appropriation in program No. 1000 for dependents’ allow- 
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ances. The reduction recommended by the House was based upon 
the mistaken theory that the Army would not reenlist as many in 
fiscal year 1958 as in fiscal year 1957 and that there would be less 
dependency allowances. We would like to emphasize that the de. 
pendency rate of enlisted personnel in the United States Army has 
been constantly on the increase. In fiscal year 1956 the actual per- 
centage of enlisted men with dependents was 35.5. The fiscal year 
1957 budget estimated 36.5 percent; however, the last audited report 
was 39.4 percent. We conservatively estimated 38 percent in the 
President’s budget for fiscal year 1958. On this basis, we calculated 
that in fiscal year 1958 there would be 336,110 enlisted personnel in 
the Army with dependents. This contrasts with 330,300 in fiscal year 
1957, or an increase of 5,810 in fiscal year 1958 over fiscal year 1957, 
The average dependency rate is retained the same as in fiscal year 
1957—A. e., $882. This accounts for $5,124,420, or approximately 
the amount of the House reduction. The dependency allowance is a 
most significant factor in the retention of Regular Army enlisted men. 
Therefore, in light of the increased Regular Army reenlistments men- 
tioned earlier—in paragraph (a)—the importance of the restoration 
of this item becomes paramount. 


DEPLOYMENT FUNDS 


(d) The Depertment of the Army requested for fiscal year 1958 in 
program No. 1300, which provides funds for the Army’s deployment, 
$222,908,000. The fiscal year 1957 requirement was $240,708,600. 
Hence, the amount requested in the fiscal year 1958 budget was 
$17,800,600 less than the fiscal year 1957 requirements. After the 
budget was completed, rate increases in rail and water travel in the 
amount of $12 million were authorized by the Interstate Commerce 
Commission and MSTS. These increases were not included in the 
requested sum. Since the authorization of these increased rates, there 
have been subsequent increases. Thus, even the $222,908,000 is con- 
sidered to be inadequate to meet our requirements. The House ree- 
ommended a reduction of $22,908,000 under this austere figure. The 
Army is requesting the restoration of the $22,908,000. If this is not 
forthcoming, adjustments will have to be made in the area of overseas 
travel. The net impact is reduction of 73,000 military personnel to 
overseas assignments. It will therefore be necessary either to extend 
the tours of military personnel currently overseas, or the Army will 
be compelled to reduce the number sent overseas to maintain our 
garrisons there or the Army’s end strength will have to be reduced 
directly. Such a reduction will also have a serious impact upon the 
gyroscope program, which has gone a long way in maintaining the 
morale and esprit de corps of the Army. 


Il, OPERATION AND MAINTENANCE, ARMY APPROPRIATION 


The $150 million reduction in the Army’s “Operation and mainte- 
nance” appropriation includes all the training of our soldiers with 
modern weapons and in atomic concepts; the maintenance of weapons 
and equipment, plumbing, heating, floors, and roofs—in fact, every- 
thing the Army owns. It is the lifeblood of our existence. 
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DRAWDOWN OF INVENTORY 


Prior to the Korean war, the Army was able to take a reduction in 
the operation and maintenance area by a drawdown of its inventory. 
The drawdown of inventory is no longer possible for two reasons. 
First, the Army by using excess stocks left over from Korea has now 
reduced its inventory to the point where the majority of items used up 
must be replaced in kind. The second reason is that much of this 
operating inventory is now under the stock fund. The stock fund is 
a revolving fund from which the Army’s own using units can buy sup- 
plies only when Congress appropriates operation and maintenance 
money for those units. Today, we must have cash on hand to pur- 
chase from the stock fund. 

Now let us take a look at the backlog of deferred facility mainte- 
nance which the Army in its budget submission to the Congress 
estimated would be $100 million at the end of fiscal year 1958. Every- 
one knows what happens when the roof leaks and repairs are post- 
poned for lack of money. Repairs ultimately must be made not only 
to the roof but to the rotting timbers underneath. This is the real 
cost of deferred maintenance and the reason why both Congress and 
the Army would like to see this backlog reduced. This cannot be 
done with the proposed cut. Instead it will rise even higher than the 
$100 million, which is already twice what we consider good business 
practice. 

DECREASED MAINTENANCE OF EQUIPMENT 


A sizable portion of the proposed reduction will result in decreased 
maintenance of equipment. It will mean more trucks without wheels, 
more tanks without tracks, more idle personnel carriers in the repair 
shop instead of with the troops. It will also force a sharp cutback 
in our program for fixed communication and security equipment, upon 
which much of the vital intelligence activities of the United States 
depend. 

The reduction in the ‘Operation and maintenance”’ appropriations 
involves the discharge of about 20,000 civilian personnel, many of 
whom will be taken from the Army’s administrative, logistic, and 
training activities. Reduction of these support activities manned 
largely by civilian personnel will require the closing of active installa- 
tions in the United States. This action would not result in any sub- 
stantial saving in fiscal year 1958. Determination of specific locations 
depends on maintaining military balance within the final appropria- 
tions made available. If we were to replace these civilians with 
military personnel, in excess of 20,000 soldiers would be required, 
because they are not trained for those jobs—equivalent to the loss of 
more than one of our combat divisions. 


IMPACT OF REDUCTIONS ON TRAINING PROGRAM 


At this point I would like to speak of the impact of reductions in 
the operation and maintenance area on the training program. This 
is an indirect effect of the House reduction, but the direct result of 
the necessity to reduce civilian personnel in our training activities. 
The 6-month Reserve trainee load at Army training installations has 
been building up rapidly as a result of a great popular response to 
this Reserve Forces program. The Active Army training load and 
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the training load generated by the Reserve Forces Act of 1955 are 
greater now than at any time within the past several years. 

The necessity to reduce the Army’s training base, with curtailment 
of support of the training program, including 6 months’ Reserye 
training, is one of the most serious implications of the House reduction 
of $150 million in the ‘Operation and maintenance’”’ appropriation, 
Considering the emphasis which has been placed on the 6 months’ 
program by the Congress and by the Army through an energetic 
publicity effort, together with the popular response thereto, it would 
be ironic if the Army were unable to support fully its present commit- 
ment. 


ELIMINATION OF INACTIVE POSTS 


Discussion on the floor of the House of the proposed cut in the 
“Operations and maintenance” appropriation indicates that major 
savings are anticipated from eliminating inactive posts and reserve 
industrial facilites. The diposal of inactive posts will result in insignif- 
icant savings when compared with the loss in mobilization capabilities, 
Funds requested for reserve industrial facilities are only for moth- 
balled plants and equipment for production of items which private 
industry either does not produce at all or cannot produce in sufficient 
quantities in time to meet Army, Navy, and Air Force needs. The 
retention of these standby plants is vital under the concept of modern 
warfare which will not provide a buildup period for construction of 
facilities and the acquisition of complex production equipment. The 
funds in this program preserve $100 million worth of essential produc- 
tion capacity for each million dollars budgeted. 

The proposed reduction of $150 million in the “Operations and 
maintenance” appropriation strikes right at the heart of the Army’s 
day-to-day operations, the conditions under which our soldiers live, 
and the equipment with which they fight. 


III. RESEARCH AND DEVELOPMENT, ARMY APPROPRIATION 


The Army was concerned about the adequacy of its research and 
development funds even before the House made the cut of $8 million. 
In its original submission to the Secretary of Defense, the Army re- 
quested a program of $596 million. In the budget finally presented 
to the Congress, this was reduced to $400 million. So the Army’s 
er to cover its wide range of requirements was already on a 

edrock basis. 

With the rapid evolution of the technology which produces new and 
better military weapons, any undue stretching out of programs to 
meet further reductions in funds would make equipment obsolete by 
the time it becomes available. 

A reduction in the fiscal year 1958 appropriation will result in cut- 
backs in the Army’s research in materials and rocket propellants— 
these being fundamental to progress toward adequate defense of the 
Nation against the intercontinental ballistic missile. Research in 
other areas such as medicine will be curtailed. Developments in the 
field of firepower and in support of Army mobility, both air and 
ground, will also be reduced. 

If we should be forced to go to war in the 1960’s, we would do so 
without the weapons we fail to start now. The combat performance 
of the Army in the 1960’s will be limited by our action in 1957. 
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CONCLUSION 


The Army is fully aware of the need to economize. We are en- 
deavoring to eliminate every source of waste and duplication. We in 
the Army have been confronted over the last 3 years with an actual 
decline in funds in the face of rapidly rising costs. We have stretched 
our resources to the utmost. Reductions of the type recommended 
by the House would cut into the bone and muscle of the Army and 
reduce its ability to execute its combat mission. 

Of the $1,225,575,000 reduction of the Army appropriations by the 
House, we ask that you approve the restoration of $190,931,000. This 
is the Army’s portion of the restoration requested on June 4, 1957, by 
the Assistant Secretary of Defense (Comptroller). 


VALUE OF INVESTMENT IN EACH ENLISTED MAN 


Senator Haypen. You mentioned having so much money invested 
in enlisted men who might otherwise be discharged. Another ques- 
tion comes up about the employment of enlisted men in case your 
civilian personnel is cut down. How much is the investment in an 
enlisted man in the Army? 

Mr. Ropericx. Could we send that figure to you, Senator Hayden? 

Senator Haypen. I have heard the figure $5,000 to prepare a 
recruit for parade-ground readiness. You made the statement that 
you do have an investment in him and if he reenlists, you do not lose 

im. 

Mr. Roperick. That is true. 

General Lawron. That is across the board including officers and 
enlisted men. 

Senator HaypEen. A man is not good to you until you have trained 
him. So your investment is to keep a trained man with perhaps a 
little increase in pay if he gets a promotion rather than discharging 
him and taking a green man and training him. 

That is what I assume you mean by investment; is that correct? 

Mr. Ropericx. What General Lawton says about the original train- 
ing is true. If you keep an enlisted man over a long period of time, 
you certainly have as much invested in him, as you mentioned. 


USE OF MILITARY PERSONNEL IN CIVILIAN JOBS 


Senator Haypen. If you do not have enough civilian personnel to 
do the work and you have to take military personnel, can you not get 
a civilian for less money that than on the average? 

General Lawton. The average salary of civilians is between $4,900 
and $5,000. 

Senator Haypen. In other words, there is no saving by having en- 
listed men do work that civilians can do? 

Mr. Roperick. It is essentially a loss because these military men 
are not trained for those particular jobs when you move them into 
them. 

Senator ELLENDER. Mr. Roderick, in the last paragraph of your 
statement, you state that the House reduced your request by $1,- 
225,575,000. However, $400 million is being transferred from the 
Army industrial and stock funds; $516 million reduction in the pro- 
curement appropriation has been accepted by the Army, because it 
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was not going to be used until fiscal year 1959; and finally $104 
million was requested for Deutschemark support which may not be 
needed. Therefore, you are asking for restoration of practically al] 
of the cuts made by the House. 

Mr. Roperick. On the basis of your description, that is true, but 
we felt it was fair because that is the reduction that the House said 
it made. 

Senator ELtenper. It did that with the $516 million. Why have 
funds that cannot be used in fiscal year 1958? Such availability only 
contributes to more waste and duplication. 

Mr. Roperickx. We have not asked for a restoration of that. 
Senator ELLeNpER. $400 million has been taken from the Arm 
stock and industrial funds. Had this money not been transferred, 

it would have reverted to the Treasury. 

Mr. Roperick. It is more than we thought should be taken but we 
are not asking any change on that. 


OBSOLESCENCE OF ANTIAIRCRAFT BATTERIES 


Senator ELtenper. In the light of this pushbutton warfare we are 
now developing, I discovered in my travels abroad that antiaircraft 
batteries were becoming obsolete tei of the advent of guided 
missiles. Are you familar with that? 

Mr. Roperick. Yes, sir. 

Senator ELLenperR. As I have already pointed out, I found in the 
United Kingdom a number of antiaircraft batteries. I understood 
that the British would not permit the use of antiaircraft guns in the 
United Kingdom. I am wondering what happens to the forces who 
manned this obsolete equipment and further, what happens to the 
equipment as it becomes no longer useful. 

Mr. Ropericx. I would say there are others here who could 
answer that question better, but the Army’s general program in the 
use of modern weapons and modern technology has been that we 
dispose of the old types of equipment over a period of time as the new 
is phased in. There is no doubt about that. 


TRANSFER OF ANTIAIRCRAFT UNITS TO FRANCE 


Senator ELLENDER. How soon do you do it? We were told that 
although antiaircraft guns are no longer useful in the United Kingdom 
you transferred some of them to France and some of those batteries 
are still in operation in France. If they were not good for England 
why should they be good for France? 

Mr. Ropericxk. | would like to have that statement checked. 

Senator ELLENDER. I would like to have anyone present tell us 
about it. 

General Lawron. We did not transfer any of the active gun 
batteries to the Continent. We transferred a headquarters and an 
operating detachment to control United States antiaircraft units 
presently located there. The gun battalions are in the process of 
being inactivated. They will all be inactivated by the end of this 
month. 

Senator Ettenper. That should have been done during the latter 
part of last year. Why did it take so long? 
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General Lawton. It was a question of Army’s getting the approval 
of the Secretary of Defense or the Joint Chiefs of Staff to be relieved 
of a mission assigned to it in 1950 after the Air Force requested the 
withdrawal of the skysweeper units from the United Kingdom in 
August 1956. 

Senator ELLENDER. Does it take 12 months? 

General Lawton. It does not take 12 months but since the co- 
ordination has been effected it has taken several months—The dead- 
line for withdrawal which was set by the Secretary of Defense was 
June 30, 1957. 


DEACTIVATING PROCEDURE 


Senator ELLENDER. What type of procedure do you employ when 
you find out that antiaircraft are obsolete? Why should it take as 
much as 12 months to make the change? 

General Lawron. Upon receipt of the approval, we started to 
phase out these people by attrition, that is, by cutting off the flow of 
people into these units. Personnel in these units are being reassigned 
to units in the United States according to their military specialties, 
or to units in Europe, depending on the time they have to serve on 
their normal overseas tours. 

Senator ELLENDER. Why let him stay in Europe to serve 3 months 
when you do not need him there? 

General Lawton. He was performing a job in England. He did 
have an effectiveness with these antiaircraft batteries. 

Senator ELLENDER. I was informed that antiaircraft guns have 
been obsolete for at least 12 months. 

General Lawton. Antiaircraft guns are becoming obsolete. We 
are replacing them as fast as we can with Nike missiles. Antiaircraft 
guns, with their altitude limitation of 20,000 feet, and their rate of 
fire, certainly have a limitation. 

Senator ELLENDER. How many do you still have in France? Is 
any effort being made to do away with those in France? 

General Lawton. They are going to be converted to Nike missiles 
in time. 

Senator ELLENDER. How long will it take? 

General THermer. There are still a number of gun and skysweeper 
battalions in Europe. Whether they should be replaced: and when 
is a matter which is now under study, Senator Ellender. 

Senator ELLeNpDER. How long will it take to make this study? If 
antiaircraft is not useful in England, why is a study necessary to 
determine their utility in France? 


ARMY VIEW ON UTILITY OF ANTIAIRCRAFT UNITS 


General Tuermer. I do not believe that this is a universal and 
accepted opinion that these guns are no good. It is true that the Air 
Force did want the guns redeployed from England. They are still 
deployed here in the States. We are replacing some, and we are 
replacing them with Nike as fast as we can. It is true they have a 
limited effectiveness particularly with respect to altitude. However, 
they do have one particular utility along this line, and that is they do 
cover the lower altitudes. There is some parallel there, I think, for 
example, in covering both the right and left side of the line at a football 
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game. If the opponent passes to the left side, then the man on the 
right side might be considered wasted. 

Senator ELLeNpER. That is the Army’s view. I understand the 
Air Force takes an opposite view. They say they are not necessary, 

General THermer. That is correct. 

Senator ELLENpDER. I would prefer to take their view since they are 
the ones you are protecting. The Air Force evidently made a study, 
Why did it ta’ e the Army 12 months to remove the antiaircraft after 
being informed by the Air Force? 

General Tuermer. I do not believe the Army took 12 months. 

Senator ELLtenper. Pretty close to it. Let us say at least 9 
months. 

Mr. Roperick. In the information I offered to get for you, I 
think we can cover that, too, because the dates are quite indefinite, 
and certainly in my thinking from the testimony I heard yesterday 
and today, as to what the time was when the orders were finally 
given to the Army and when they got out. 

Senator ELLENDER. I do not know what was written, Mr. Secre- 
tary, but I found out in the United Kingdom that it took from 12 to 
14 months to get the action from the Army. 

You have antiaircraft batteries by the score in the United States. 
If they were found to be obsolete in the United Kingdom, why should 
they not also be obsolete for the United States and France? 

Mr. Roprerick. That is a very large problem. Antiaircraft guns 
are being replaced with modern weapons as soon as possible. It 
cannot be done overnight, but it is being done on a regular basis, as 
fast as funds for procurement of missile units permit. 


STATEMENT REGARDING ANTIAIRCRAFT PROBLEM 






General Lawton. During the hearings when General Taylor and 
Secretary Brucker were testifying, you asked for a statement to be 
inserted in the record which aed give the combined Army-Air Force 
view of the situation. 

Senator ELLenpeER. It is marked “Confidential,” and that is why I 
did not use it. 

General Moore. I have a copy, but it is still marked “Confi- 
dential.”’ 

Mr. Chairman, I suggested that there be deleted from this confi- 
dential paper all data which caused it to be classified and that the 
balance be made available to the committee without classification, 
and I think it has been very, very carefully considered. There is a 
great deal of research that fine been done by the Army, Navy, and 
staff of the Secretary of Defense, and I think it would be helpful. I 
regret that it was sent to the committee in classified form. 

Senator ELLenpER. How long will it take to declassify this docu- 
ment? 

General Moore. I think I should get it down here by tomorrow. 

Senator ELLENDER. We will place the declassified information at 
this point in the record. 

(The information referred to appears on p. 658.) 

Senator ELtenper. In addition to what you have given me, I 
would like to know when these discussions started because that paper 
does not make any mention of it. 
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USE OF HELICOPTERS 


Let me ask you this, Mr. Secretary. What equipment has been 
replaced by the helicopters, now being used by the Army? 

Mr. Roperick. I think an artillery man might better be able to 
apwer that. 

General Lawton. I can give you an answer, and | would like to have 
it omplified by General Theimer. 

The helicopter really replaces nothing of a similar type. You might 
say that the helicopter replaces the horse and the reconnaissance tank 
and items of that sort. It is a reconnaissance instrument; it is a new 
development within the last several years. It also had great value in 
Korea in the evacuation of casualties. 

Senator ELLENDER. Do you need more or less money to accomplish 
with the helicopter what was accomplished with the obsolete equip- 
ment? 

General Lawton. That is a very difficult question to answer be- 
cause the battlefield has changed so much since the last war, for 
example, since Korea or World War II. To try to compare the num- 
ber of men and money required would be most difficult. 

You have maybe fewer people in the helicopter but you have more 
people backing it up in the way of maintenance personnel. 


BATTLEFIELD CHANGES 


Senator ELLENpER. In connection with what you have just stated 
about battlefield changes, isn’t it a fact that much of the hardware, 
now being devised in research, will be of little or no value in many 


sreas of terrain, weather, and other conditions? 

Mr. Ropericx. I think I should add that it is not knowing what 
kind of warfare the Army is going to be in. The helicopter served a 
distinct service in Korea where pushbutton type of warfare would 
not work, so the helicopter is really a very broad-gage tool that can 
be used in many areas. 

General Lawton. We will probably have no choice as to where we 
will fight this war, nor whether we will fight with conventional weapons 
or atomic weapons. 

Senator ELLENDER. The only potential enemy is Russia and the 
only way you can reach Moscow is by air. 

General Lawton. In an all-out war, that could be correct initially; 
we will be fighting Russia on her ground, but there are many other 


areas around the world where we might become involved in ground 
combat with satellites. 


SPEED IN DISCARDING OBSOLETE WEAPONS 


Senator ELLeNpeER. I would like to emphasize that in light of these 
new and changed methods, it strikes me that the Army as well as the 
Air Force and the Navy should eliminate the old and replace it 


with the new more rapidly than was the case with the antiaircraft 
batteries in England. 


REASON FOR RETENTION OF ANTIAIRCRAFT PERSONNEL 


General Lawton. I am informed by General Booth that those who 
had less than 3 months to serve were sent home. The rest were largely 
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professional soldiers who were staying with us. If we lost those peo. 
ple to antiaircraft by transferring them to some other type unit, say 
in the continental United States, you would lose a trained man, trained 
in radar techniques, computer technique, highly trained techniques, 
some of which take 35 to 38 weeks training. You lose that man’s 
trained potentialities; whereas if we put him in a Nike battalion he js 
transferred from the skill in which he has been trained, to a similar 
type of duty within that Nike battalion. 

As far as the costly transaction where we are changing from Nike 
Ajax to Nike Hercules batteries—the more advanced type of Nike 
batteries—Ajax batteries are being phased out just as rapidly as we 
can phase them out within available funds, but it would be uneco- 
nomical to do away with those Ajax missile batteries at the present 
time. They are highly useful and they do have great capabilities, 
but we have something better coming along, in the Hercules. With 
the money that we have for procurement of new equipment, the Ajax 
will be phased out, but during the phasing out period we will, at the 
same time, get the use of these Nike Ajax batteries with lower capa- 
bilities until they are replaced by the better ones, the Nike Hercules. 

Senator ELLENDER. General Lawton, are these soldiers who man 
the antiaircraft batteries, trained for other positions in the Army? 

General Lawton. I presume you are speaking of the conventional 
antiaircraft gun. It is obsolescent, not obsolete. 

Senator ELLENDER. Why should soldiers be retained in those posi- 
tions? I am just asking the question. 

General Tuermer. These personnel are employed in those positions 
as rapidly as they are not needed in any unit that we inactivate. We 
follow this principle generally throughout our training system, and 
this is particularly true in the case of antiaircraft. The antiaircraft 
and guided-missile schools has had a great need to increase their train- 
ers down there, their training base, so they can handle an increased 
load of AA people who are coming along principally for our Nike units, 
Some of those personnel have an electronic background which makes 
them quite useful as faculty members. Those people are transferred 
down there as rapidly as they are not used anywhere else. 


EXTENT OF DECREASE IN PERSONNEL 


Senator EL.LeENpER. When you get rid of the antiaircraft batteries, 
to what extent will this increase or decrease personnel? 

General THeter. I cannot give you an exact figure along that 
line, Senator Ellender, as to just what number of personnel would be 
involved in the gun units that might be sent elsewhere. 

As General Lawton stated a moment ago, we consider that anti- 
aircraft guns are obsolescent. They have a certain utility about 
which the Air Force does not agree with us. 

We felt it was not wise to deploy all of them. They will soon be 
replaced, and as they are replaced these personnel will be utilized 
elsewhere. 

PROMOTION OF RIFLE PRACTICE 


Senator Haypen. There were two items that the Secretary did not 
mention on the sheet here about restorations requested. One was for 
National Board for Promotion of Rifle Practice, $75,000, and the 
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other was operation and maintenance of Alaska communications 
system. 

Mr. Ropverick. I did not do that because General Lawton will 
cover that. 

Senator HaypeNn. I may not be able to remain here. I would like 
to know about that $75,000, for the promotion of rifle practice. Is 
that the amount of money required to send the teams to Camp Perry? 

General Lawron. That was for payment of part of the travel of 
civilian rifle teams to Camp Perry. That was deleted by the House, 
and we feel that that is a very important part of the program. When 
we pay the partial expenses of these teams that are going to Perry, 
the team members have an obligation to us at that time, and we 
send those people to the instructors’ marksmanship school at Camp 
Perry. It is from that source that we feel that we get our best instruc- 
tors for the civilian program. 

I would like to ask Secretary Milton if he would amplify my state- 
ment. 

Mr. Miron. You will recall that last year when we came before your 
committee we stressed the point of the training of the youth in the 
National Board for Promotion of Rifle Practice program and we have 
followed through consistently the wishes of this committee and the 
House committee that we stressed the youth training and, today, 
better than 50 percent of the membership of the national rifle program 
are under 18 years of age. 


TRAINING OF INSTRUCTORS 


In order to adequately train those youngsters we feel we need 


qualified instructors. Prior to the war, we had 52 civilian rifle teams 
in training at Camp Perry. Since then we have never included travel 
for these teams as an item in the budget. Last year, at your insistence, 
we put in an item of $128,000 to defray the cost of these civilians to 
Camp Perry who go back to their locality and train the youngsters. 
This year we put in for $75,000. Incidentally, your $128,000 fell in 
conference. This committee put it in and the House did not approve 
it and in conference it was dropped out. This year we put in for 
$75,000 because we find we can do the job with a lesser amount by 
reducing the number of personnel in the team from 17 to 10 members. 
That is the $75,000 that the House took out. 

May I parenthetically add that.our total request this year is $57,000 
less than last year even including the $75,000. 

Senator Haypen. Statements have been made that men were 
drafted and sent to Korea who had never had a rifle in their hands, 
and they had so very little training in handling the rifle that they 
made little use of it during the time they were in Korea because they 
were not familiar with its operation. On the other hand, these 
civilian rifle clubs teach a lot of young men throughout the United 
States who, ultimately, will be drafted into the service, how to handle 
a rifle and how to protect themselves. 

The testimony is complete that the only way a man can best 
protect his own life is to understand the capabilities of the fighting 
instrument that he has in his hands. I have no doubt that this is 
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money well spent, and I sincerely hope that we can retain it. I hope 
your complete justification will go in the record. 


RESERVE PERSONNEL 


Senator SatronsraLu. Mr. Roderick, the House, on the floor, put 
back $10 million of the Army’s reserve personnel money. This was 
allowed as a carryover from 1957 to 1958 funds. Does the justifica- 
tion within your figures of $190,131,000 include that $10 million? 

Mr. Roperrick. That is not included because—— 

Senator SaLTonsTaLL. Should not your restoration be $10 million 
less? 

Mr. Ropericx. We took that out already. 

Senator SatronstaLu. The table we have shows $190,109,000, my 
request is, does that include the $10 million that the House put back 
on the floor after it came out of the committee? 

General Lawton. No, sir, it does not. 

Senator SALTONSTALL. You are really asking for a restoration of 
$200,931,000 as opposed to what the House committee did? 

General Lawron. The House action did give us the $10 million 
back by carrying it over from unobligated balances of fiscal year 1957, 

Senator SALTONSTALL. What I am trying to say is that that was 
taken into account in figuring out at $190 million? 

General Lawton. That is rigbt. 


DEUTSCHEMARK SITUATION 


Senator SALTONSTALL. I read in the paper that the deutschemark 
agreement is going to cut in ha'f the amount that the Germans are 
going to repay us. That is not reflected in this statement, so that 
whole deutschemark situation bas to be covered in a supplemental for 
all three services. 

General Lawron. I believe the agreement is that they give us 50 
percent—— 

Senator SatronsTaLu. That has not been promulgated. 

General Lawron. It was announced in the press by the German 
Government and will be finalized within a day or two. Six months 
from now I understand the question will be reopened as to whether a 
further contribution will be made later in the year. 

Senator SaALronsTALL. From the Army’s point of view, the 
deutschemark situation should not be changed by us or by this com- 
mittee in this budget. If it is changed, it would be changed next 
January? 

General Lawton. Yes, sir, it should not be changed at this time. 
By the time the Congress reconvenes in January, we will have further 
information on the subject. 


ARMY STOCK FUND 


Senator SatronstTaLu. Your stock fund has always interested me. 
You have permitted the House to take $400 million from this stock 
fund without asking its replenishment. In what condition will that 
leave your stock fund? 
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General Lawton. The stock fund will have sufficient money to 
operate. $50 million of that $400 million, came out of the industrial 
fund. 

Senator SaALTronsTALL. Can you go into a little more detail than 
that. How much do you have left? 

General Lawron. At the end of 1958, with the $350 million out, 
we would have $591 million cash on hand. We estimate that our 
ready cash needs, based on the needs of ready cash for 40 days of 
operation (which is a ninth of our annual expenses) plus a safety 
factor of 24 days, will be $403 million, which would leave us with the 
$350 million out with an additional balance of $188 million. 

We are concerned that this amount might appear to be excess cash. 
We are concerned about the cash position of the stock fund. Our 
sales which will give us the cash money to operate with—our turnover 
of money are purely estimates. There is nothing exact in that esti- 
mate. A downward version of that estimate could place us in an 
embarrassing position. Our sales, for example, are $2.7 billion. If 
they are off as much as 5 percent, and they could well be if the Navy, 
the Air Force, and our own O. and M. appropriations were to be re- 
duced, we would not have as much money as estimated from which 
purchases would be made from the stock fund. If sales were reduced 
as little as 5 percent, we would have $135 million less coming into the 
stock funds as operating cash. 

Further, we are considering at the present time putting into the 
stock funds the guided missiles launcher spare parts and certain air- 
craft spare parts which would require additional money for capital- 
ization. We feel that the additional $50 million taken out by the 
House over the $300 in the President’s budget will leave us with a 
marginal sum of operating money. 

Senator SatTronstaLu. Do I understand that it will knock down 
your available balance from $591 million which you estimate at the 
end of fiscal year 1958 to approximately $188 million? 

General Lawton. No, sir; I possibly confused you. 

Senator SALTONSTALL. You threw in a couple too many figures. 

General Lawron. $591 million is the correct estimated figure which 
will be left over—cash on hand at end of fiscal year 1958. 

Senator SatronstaLL. What would be your balance on July 1? 

General Lawron. At the present time (July 1, 1957) it is estimated 
at $516 million. 

Senator SALTONSTALL. We are going to knock $350 million off that 
so that at the end of the year you will still have available $591 million 
to carry over into the next year. 

General Lawton. That is correct, if our estimates hold up. If our 
sales estimates are off as much as 5 percent, you could have $135 
million less, or only $456 million. Of this amount $407 million is 
needed as operating cash, and $50 million to capitalize additional spare 
parts. 

Senator SaALtronsTALuL. Then, you will have a bigger balance on 
July 1, 1958, even with this $350 million out than you would have on 
July 1, 1957; is that a fair statement? 

General Lawron. If this estimate holds up; yes, sir; otherwise, we 
could be severely pinched in our operations and not have the capital 
to operate. 

Senator SatronstautL. That means there will be a lot less equip- 
ment to go through this stock fund in the current year than there has 
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been in the past year. If you are knocking out $350 million, you will 
have more money in the reserve at the end of the year than you have 
now; is that correct? 

General Lawron. That cash money is derived by the sale of goods 
which we do not have to replace, as I believe you correctly stated, 
w% Senator SatronsraLu. If your own Federal services hold up the 
payment of their bills, it is just like a lot of these businesses. You 
may go broke immediately; is that correct? 

General Lawton. That is correct. We feel that it would not be 
good business practice to reduce our cash balance below the figure we 
have at the present time and after the $350 million is deducted in 
fiscal year 1958. 

I might say that it seems to me that trying to squeeze out possible 
additional dollars is somewhat analogous to trying to declare a divi- 
dend in a business concern at the beginning of the year, rather than 
waiting to see what the projects and available funds are. 


INDUSTRIAL FUND 


Senator SaLronsTaLL. The other is transfer the $50 million from 
the industrial fund. Will you describe briefly the industrial fund? 
Is that in connection with your industrial establishments? 

General Lawron. Yes, sir. 

Senator SaLttonsTaLL. Would you define the industrial fund very 
briefly? 


PORT OPERATION 


General Lawron. The industrial fund provides a method of finane- 
ing the operations of Army manufacturing and commercial type oper- 
tions on a basis comparable to the financing of the operations of a 

rivate concern. Let me give the example of a port operation. We 
1ave taken our port terminal commands and put them under the 
industrial fund concept. These ports are now operating as businesses. 
As we send people through the ports, as we ship goods through the 
ports, and as the other services, the Air Force and the Navy, ship 
goods through the ports, they are charged for the cost of handling 
those goods, for the shipping of those goods through the port, just as 
if we sent them through an industrial or commercial port. 

The same is true of our arsenals, in our manufacturing places. We 
manufacture goods and sell them to the services ourselves, through 
operation and maintenance accounts, procurement accounts and 
other services. 

Senator SaALTonsTALL. What is the size of that fund on July 1 of 
this year? 

General Lawton. On July 1, of this year, we will have total assets 
of $326 million, of which $237 million is cash, $15 million in round 
numbers in accounts receivable and $73 million in inventory. 

Senator SALTONSTALL. On the same basis, what is your estimated 
July 1, 1958 figure, with the $250 million out. 

General Lawton. $279 million, total assets after deducting $50 mil- 
lion. 

Senator SatronsraLu. So that fund will not suffer any appreciable 
decrease by eliminating that $250 million? 
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General Lawton. It will be about $50 million below what we have 


this year. 78 
Mr. Ropvericx. We thought that was proper at the beginning. 












REDUCTION IN MILITARY PERSONNEL 









Senator SALTONSTALL. Your biggest concern is this reduction in 
the military personnel, $36 million. That may not be the largest 
item in the amount, but from the way you read your statement, and 
from what has been testified to before, that is your biggest concern, 
is it not? 

Mr. Roprerick. No. I would say our biggest concern is still 
“Operations and maintenance” for the overall picture of the Army. 

Senator SALTonsTaALL. Let us take up the personnel of the Army 
first. What is your total uniformed personnel today in numbers? 

Mr. Roperrick. It is roughly a million, and it is based on the same 
size army for next year. 

Senator SALTONSTALL. And it is estimated this will be the same 
size Army for next year? 

Mr. Roprrick. Yes, sir. 

Senator SALTONSTALL. If this House request is taken out, there are 
several alternatives. First of all, you reduce your force. If you 
decide to reduce your forces and keep up the same system that you 
have now of training and dependency allowances and movement of 
troops, how much reduction would be required? 

Mr. Roverick. Secretary Brucker made that estimate to your 
committee, which would be approximately 10,000 man-years, and there 
will probably be some supporting people added to that. He did not 
state the number. Is that correct, Mr. Milton? 

Mr. Mitton. Yes, sir. 

Senator SarToNsTALL. When you use the term ‘‘man-years,”’ that 
means 10,000 uniformed personnel throughout the year; is that correct? 

Mr. Ropverick. That is correct. 

General Lawton. It is an average. For example, if we were not 
able to reduce in the first half and started the reduction on the first of 
January, taking a regular rate of month to month reduction, it would 
take a loss of 20,000 people to produce 10,000 man-vears. 























CHANGE OF STATION MOVEMENT 







Senator SALToNsTALL. The House cut $22,900,000 from the request 
for movements, permanent change of station, and there has been testi- 
mony before this subcommittee that that would mean 73,000 total 
that could not be sent overseas to replace those men now on tour of 
duty abroad. Could not these costs be absorbed by travel within 
the United States or at least a part of it in this fashion? 

In other words, while perhaps we do not want to extend the tour of 
duty of a man who has been away from home, could you not save that 
$22 million by not moving your people around in the United States? 
General Booru. 75 percent of our permanent-change-of-station 
money is for overseas supportability, for our international commit- 
ments of our troops overseas. Only 25 percent of our permanent- 
change-of-station money is for travel in the United States. Much of 
that for the United States is obligated. We have no alternative but 
to pay it. 
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For example, the new inductee comes in from the induction station 
and he must go to his first training station. After that, about 79 

ercent have to go to a second station for specialist training or school- 
ing; then there is the cost of our travel for schooling of the permanent 
career personnel to the various schools. There is very little transfer 
between stations for personnel in the United States on a permanent 
basis, because the tours overseas appear to mature so frequently that 
we dare not give a person two successive United States tours. We 
have no leeway at all in the 25 percent that we pay for permanent 
change of station within the United States without affecting Gyro- 
scope, so we would have to absorb it all in the 75 percent—the overseas 
commitments. 

Senator SaLtronstaLu. If this cut stands, General Booth, what it 
means then, in your opinion, is that either you have to leave 73,000 
people overseas for a longer period than you agreed to when you sent 
them, or you have to reduce your uniformed Army personnel by a 
10,000 average? 

General Boorn. Or a combination of those two. 


DEPENDENCY ITEM REDUCTION 


Senator SatronstaLLt. How much is the dependency item that you 
mentioned, Mr. Roderick? 

Mr. Roperick. $5,100,000 cut for dependency. We think that 
that was inadvertently added to the cut, because, perhaps, the correct 
figures were not available. 

Senator Satronstauu. If we put back any money in this appropri- 
ation, you believe this item should really be given the highest priority, 
is that right; this $5,100,000? 

Mr. Roperick. They are all so interrelated it is hard to put them 
on a priority basis. I do not know how the Army could do that. 

Senator SALTONSTALL. I expected that answer, but, from my point 
of view, sitting on this side of the table, that might be the most im- 
portant one to put back if you had to. I will not ask you that 
question. 

FLYING PAY 


On the flying pay, you say in your statement that you were set up 
to train 1,700 pilots a year, and you are maintaining 506 students in 
resident training and you would have to reduce it to 208, approxi- 
mately over 60 percent; is that correct? 

Mr. Roperick. That is correct. 

Senator SALronstTaLL. That would mean you would have 60 percent 
less pilots 2 years from now than vou would have now; is that right? 

Mr. Ropsrick. I believe that is correct. 

General Lawton. That is a reduction of 60 percent of the new 
pilots being trained this year. 

Senator SALTONSTALL. You would have 60 percent less turnover, 
60 percent less trained pilots. 

General Lawton. We already have some trained pilots. This is 
purely an increment. 

Senator SaLtronsTaLu. You would have 60 percent less coming 
along. 

General Lawton. That is correct. 
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TOTAL 





TRAINED PILOTS IN ARMY 





Senator SALTonsTALL. How many trained pilots do you have now 
in the Army? 

General Booru. I will have to furnish that figure; 5,000 are in our 
training program. 

Senator SALTONSTALL. 5,000 in the training program. My question 
was: How many men could the Army send up in the air as trained 
pilots today? 

General Bootu. 4,964. 

Senator SavronstaLL. What would be the proportion of this 506 
in comparison to the pilots for training? 

General Booru. I will furnish that. 
(The information referred to follows:) 


The 506 is about one-tenth of the total pilots in the Army and about one-third 
of the trainees that enter flight training annually. 


TRAINING OF ARMY PILOTS BY AIR FORCE 





Senator ELLENDER. Why would it not be practical to have the 
pilots trained by the Air Force? Why would it not be practical to use 
the same facilities to train both the Army pilots as well as the Air 
Force pilots? 

General Lawron. When the Air Force was training our pilots, 
which they did up to this year, they did it by contracting with civilian 
concerns to train the pilots. The Air Force did not train the people 
at their schools, they set up a separate establishment for these students 
to be trained by contract. We took that training over this year, so 
that we would have our pilots under our own control for training. 

Senator ELLeNpER. Did you have to erect facilities? 

Mr. Koprericx. The ones I mentioned, we took over. They were 
Gary and Wolters Air Force Bases. 

Senator ELLENDER. Has that resulted in a saving or an increase in 
the cost? 

General Lawton. It was a transfer of the cost to the Army appro- 
priation. It is an Army cost, transferred from the Air Force. 

Senator ELLENpER. Has the overall cost been more or less? 

General Lawton. I would say there was little difference. I do not 
see where there would be a difference, because we are taking over the 
program previously budgeted by the Air Force. 

Senator ELLENDER. How about the maintenance of separate fields? 

General Lawton. The Air Force had the school at the same field. 
They were using it exclusively for the Army’s training. 

Senator ELLeENpDER. Could there be some kind of arrangement 
whereby the same airfields that are used to train Air Force pilots could 
also be used to train Army pilots? 

General Lawton. The Air Force had control of both groups up to a 
year ago, but they did not feel that they could combine the training. 
Maybe that is a technical matter in the training. You cannot train 
a light-plane pilot at the same field where you train pilots for heavier 
aircraft; you should not train helicopter pilots where you have fixed- 
wing training going on. 

General THermerR. The Air Force was not anxious to retain this 
training because their interest, as General Lawton has implied, is sub- 
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stantially different than ours. Most of the planes are little and not in 
the same category of planes that the Air Force is interested in. 


CLASSROOM TRAINING 


Senator Toys. Some of this is classroom training, is it not, or is it 
just the mechanical and the flying training? 

General Tuermer. There is some classroom training. We are con- 
ws mainly the training of helicopter pilots and _ light-aircraft 
puots. 

Senator Tarr. Do you have the classrooms at your installation? 
Is that contracted for outside of the military installations? 

General THretmer. The Army conducts most of its own classroom 
training. I assume that the contractor uses some classroom training, 
If you would like more information on that, I would be glad to get it. 

General Lawron. You have part ground school and part flying 
— during the period of time that these students are going to 
school. 

Senator Toyz. That was my understanding. In order to get the 
record clear on this, | was wondering whether now that you are doin 
that training you have your classroom as well as your mechanical an 
your flying setup. 

General Lawton. That is correct. 

Senator Tuyr. Did the Air Force do it much in the same manner 
when they were training your men? 

General THrermer. They used the same type of contract for train- 


Senator Toyz. Let us explain the contract a little further so that 
the record is clear on that. 

General Tuermer. The training is not conducted by Army person- 
nel but is contracted out to a civilian organization which does the 
actual flying training. 

Senator Ture. In other words, you contract with a school for some 
of that training? 

General TuEermer. That is correct; it is a commercial organization. 

Mr. Ropverick. I think I would like to answer Senator Saltonstall 
on this matter. 

I believe part of the problem is airspace. You can only train so 
many people before your airspace does not allow for more training 
in that area. 

OPERATION AND MAINTENANCE 


Senator SaLtronsTALL. You have asked for a restoration of $146 
million in your operations and maintenance account. 

Broadly speaking, Mr. Roderick, there is great criticism, I think, 
of the Army and of all of the military about the number of bases you 
maintain. You have two types of bases. You have your military 
installation and you have your industrial installations. 

The House committee noted that funds for industrial mobilization 
fund have grown from $35.8 million in fiscal year 1956 to $65.8 million 
in fiscal year 1958. That is one question. Secondly, say you will 
have to cut 20,000 civilians. 
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INCREASED COST OF MILITARY INSTALLATIONS 


Why can you not cut down and turn back to the private concerns 
for sale some of your installations that are now obsolete or are held on 
ajvery long-shot basis? Senator Martin of Pennsylvania was ex- 
tremely interested in that subject. May I ask those in two questions. 
First, take up your military installations. Why have you increased 
your cost from $35.8 million to $65.8 million in 2 years? 

Mr. Roperick. | think General O’Neil can answer that question. 


RESERVE INDUSTRIAL FACILITIES 


General O’Nertu. May I speak to the “Reserve industrial facili- 
ties.”’ The reason it has increased in the operations and maintenance 
appropriations is because a larger number of these are being laid away, 
sir. We are shutting down ammunition lines and facilities of that 
kind where we do not have the money or the need to keep them going. 

Senator SALronsTaLL. You are shutting them down and putting 
them into the mothballs and this increased cost is putting them in 
mothballs? 

General O’Neruu. Yes, sir. 

Senator SALronsTaLu. Will that decrease the expense in 1958? 

General O’Neiuu. The cost of a facility in mothballs is much less 
than when it is in operation. 

In this appropriation here, it will not reduce costs, because we take 
on the maintenance of those mothball facilities in this appropriation 
after the first year. 

Senator SatronstTauu. If they remained in mothballs, there would 
be a cut? 

General O’Netuu. There would not be a cut because the same num- 
ber of facilities would be continued in a laid-away status. 

Senator SALTonsTALL. Why do you not sell some of the facilities? 

General O’Netu. We are getting rid of all those which we consider 
obsolete, both as regards the facilities and the equipment that goes 
into them. 

Senator SALTONSTALL. Suppose we cut 20,000 civilians by holding 
this amount down. What will be the effect of that on your work in 
mothballing these installations? 

General O’Netu. I will answer that, sir. 

All of that is done by contract, Senator Saltonstall—by contract 
with commercial concerns—so that the cut in civilian personnel will 
not affect that program. 

In other words, we have a contract for ammunition production 
with a commercial concern, and we contract for mothballing with 
that concern to run it at the minimum cost. That is the one place 
where the cut in personnel will not affect us, but the cut in funds does. 


TOTAL MILITARY INSTALLATIONS 


Senator SALTONSTALL. General, are you the gentleman who asked 
to answer me on the number of military installations? I would like 
to know why can you not get rid of some of them? 

General O’Netuu. I believe it will be necessary to close down some 
of those, sir. 
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With regard to those that we do need for mobilization, I do not 
believe that we could do without them completely, but must keep 
them in an inactive status. 

z Senator SALTONSTALL. How many do you maintain in the United 
tates? 

General O’Nertu. I am sorry, I do not have that figure. 

Senator SaALronsTaLL. How many do you maintain outside of the 
United States, if that is not a classified matter? 

General O’Neruu. I am not sure whether it is a classified matter, 
but I will furnish it to you. 

(The information requested follows:) 


ArMY INSTALLATIONS 


Number of Army installations in the United States, Dec. 31, 1956 








| Total | Active | Inactive 

signin an 

Training, headquarters, and research and development instal- | 
DEAS nated Bubs cns Sapanuiawidn wireowtan dak den da iia mtr 98 82 16 
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el Na eh so 243 | 185 | 58 


1 Excludes 8 depots, 4 hospitals, and 11 industrial activities located at other installations. 


Number of active army installations overseas 


re a i ee 2 
RD rc wt tee MI St oS ope xh ig in see ee ee 7 
a akg sp es tims ska SE oe We PINE Ro 6 cece aweeees 1 
RULE Jt o tees ecko. eu 2 — 
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1 Excludes 2 installations used jointly with Department of Air Force. 


DEFINITION OF AN ARMY INSTALLATION 


An installation is real estate and the improvements thereon, which is under 
the control of the Department of the Army and at which functions of the Depart- 
ment of the Army are carried on, and which has been established by Department 
of the Army order. Real estate and the improvements thereon are generally 
designated as an installation where located separately, but where located contig- 
uously or on the same reservation, the combined property is designated as one 
installation and the separate functions are designated as activities at that installa- 
tion. Overseas installations often comprise several diverse activities which are 
reported as one installation as a result of administrative consolidations. 


FUNDS FOR MAINTENANCE OF STATIONS 


Senator SALTONSTALL. I imagine you would want to furnish some 
of this breakdown, because, undoubtedly, some of them would be so 
minor that you would not want them. If the Army wants money to 
maintain these and other things in connection with them, we have got 
to have a good reason for maintaining them. 

Mr. Roprerickx. We do not know how we will live within this reduced 
figure, but it must be done, and we are perfectly aware that it means 
closing some stations. 


Senator SALToNsTALL. Does it mean, as near as you can guess, 


reducing 20,000 people? 
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Mr. Roperick. Yes; but it is the best of our belief that those 
20,000 people are required if we maintain our same missions. The 
military people will have to be moved over into those positions which 
will be vacated by civilians, with the resulting loss in the strength of 
the military units. 

Senator SALTONSTALL. When this operation and maintenance ac- 
count is changed, you are going to reduce 20,000-civilians, but those 
positions have got to be filled? 

Mr. Ropericx. Yes; if the Army still feels those jobs must be 
filled, which, of course, it does. That will then take 20,000 or more 
military personnel to fill them. 

Senator SaALTonsTaALu. Off the record. 

(Discussion off the record.) 


AVERAGE SUPPORT COST PER SOLDIER 


Senator SALTONSTALL. I understood that it cost $5,678 to support 
a soldier. 

Mr. Roperick. That is the average in the United States. It is 
about $5,111 in the United States, and around $6,500 outside of the 
United States for enlisted personnel. 

Senator SatronstaLu. May I turn to another subject? It is the 
$8 million you want restored for research and development. You 
mentioned projects having high priorities, missiles and so forth, that 
would be affected by this cut. There was criticism voiced in the 
House that the Army’s research program includes a project on sleep. 
Is the Army engaged in such a project, and, if so, who had the 
contract? 


General O’Merara. Mr. Chairman, I am General O’Meara, Deputy 
Chief of Research and Development. 


There are two problems Congressman Mahon may have referred 
to here. 


RESEARCH ON BATTLE FATIGUE 


One involves rather broad investigations that the Surgeon General 
is doing on psychology. This is very important, having to do with 
battlefield fatigue, the reaction of soldiers to the shock and environ- 
ment of the atomic battlefield. A very great deal of good has come 
from this project so far, in determining the effect on soldiers of pro- 
longed loss of sleep, which we think, as a whole, is very worthwhile. 
In fact, we are sure of it. 

It gives the planner a chance to estimate the time in which units 
can be kept in combat at top efficiency and the effect on their effi- 
ciency if they are kept longer. 

Senator SattonsTaLL. How much are you spending on that par- 
ticular project? 

General O’Meara. I will have to get that. The sleep side is just 
one aspect, and then the prolonged exposure is another. These are 
things that the psychologists and the biophysical researchers are go- 
ing oe the effect on a man’s efficiency. It is not broken down 
urther. 


MEDICAL RESEARCH FUNDS 


Senator ELLENDER. Would you be able to tell us what portion of 
this research is for medical research? 
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General O’Meara. I can tell you almost exactly; yes, sir. It is 
very close to $11 million. 

Senator ELLenper. Senator Saltonstall. 

Senator SatronstaLu. Thank you, Mr. Chairman. This cut of $8 
million is a cut out of $400 million, and if we had to cut you down on 
the restoration, then would that have an effect on the top-priority 
items? 

General O’Meara. Yes, sir; we think this would have a very seri- 
ous effect on the program of which you speak. Of that $400 million, 
$372 million goes to the Army and the remainder for the Department 
of Defense agencies. 

The allowance for research and development programs for the last 
several years has been cut substantivly below what the Army felt 
was needed in that area, 


PROGRESS IN GUIDED MISSILE FIELD 


The Army has made every possible effort to make the maximum 
progress in the field of guided missiles. We feel that our progress in 
the field of surface to air guided missiles is particularly gratifying, 
The AA guns you mentioned are being replaced with missiles as fast 
as our development program and the available funds allow. 

Much progress can be made. However, in order to make it, that is, 
to make the progress which we have achieved in the missile fields, we 
have had to squeeze all our other programs very, very severely. 

This includes trucks, air mobility, tanks, and weapons for the 
infantry soldiers, and so on. 

When we take a cut on the order of $8 million, after the type of 
squeezing process we have gone through, you just cannot do any 
more. You just cannot afford to take any more out of these ‘squeezed 
areas and still maintain enough to keep it going. 

If you take more money out of these projects, they just die com- 
pletely. The only place you can take it is the place where they have 
money, and that is in the missiles, and it is going to hurt our missile 
progress a great deal. 

Senator SALTONSTALL. You say they are all squeezed down already 
to the very lowest point, and that these missiles would be the only 
place you could take it from now. That is what you said? 

General O’Muara. Yes, sir; from high priority areas. We have 
tried in the past to refrain cutting medical research. This $11 million 
of which I spoke. We have a very fine research organization. We 
get more return for our dollar in this field than we do in almost any 
other item. 

In the past, we have tried to keep this going at a steady effort, 
because that is the most effective way to fund research. Fluctuations 
in the level of effort are very wasteful. 

Senator ELLENpDER. I understand that the Air Force and the Navy 
have this, too. Is it necessary to have them separate? 

General O’Meara. The problems are different. You can see that 
the flight surgeon for the very high bomber has a far different problem 
than the man who investigates the problems of trench foot in the 
soldier in the infantry; but we do keep a very close coordination 
through the Assistant Secretary for Defense on Research and De- 
velopment and by direct contact between researchers in the other 
services as to what is going on. 
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What I started to say in this matter is as to this $8 million cut, if we 
do have it we will have to unfortunately get into this medical area, the 
very highest priority areas, 

Senator SaALTronsTaLL. Thank you. 
I have just two more questions. 










HAZARDOUS DUTY PAY 






It seems that there is little justification for hazardous duty pay in 
areas where there has been no military action for a number of years 
in which the savings can be made. 

General Lawron. Senator Saltonstall, that is with reference to the 
Military Sea Transport Service. 

Senator SALronsTaLL. Hazardous duty pay, on page 34 

General Lawton. May I read from the report: ‘‘A minor reasoa 
for increased MSTS freight rates is the continuation of hazardous 
duty pay in areas in which there has been no military action for a 
number of years. Consequently, there seems little justification for 
such bonus payments at this time.” 

You see, there is a bonus pay paid to seamen in the Korean area, 
in Formosan waters, and I believe also in Vietnam at the Saigon port 
area. 

Senator SauronsTaLL. How much does that amount to, the amount 
you pay in those areas? 

General Lawron. As far as the rate is concerned, I am not sure, 
but the total amount in the Army budget that we have to pay MSTS 
for this reason is in the vicinity of $1 million. It amounts to about 8 
percent of their rates. The rates are established with approval of the 
Department of Defense, and we have no choice, we have to pay the 
established rates. 


















REIMBURSEMENTS 






Senator SALTONSTALL. You include in your acceptance reimburse- 
ment of $516 million in your procurement—you have $67 million left 
for your procurement. ‘This much money would be carried over from 
the 1957 budget, plus that 67 in unobligated balances, or whatever 
you want to call it. Is that correct? 

General Lawron. As reported to the committee by Secretary 
McNeil, the computations at the present time would indicate an un- 
obligated balance available in fiscal year 1959 of $428 million, which is 
composed of $136 million of appropriations, reimbursements earned, 
and anticipated reimbursement from undelivered orders other than 
the MAP, and $292 million of anticipated earnings from MAP from 
goods to be delivered after June 30, 1958. 

Senator SatronsTaLL. What is that figure which is available? 

General Lawton. $428 million. 

I might say in that regard, sir, we are not completely in accord with 
Secretary MeNeil at this time, because we feel that in that total, 
there is included about $150 million of other customer orders, which 
we expect to deliver but we will not be allowed to replace those items 
delivered from our inventories. 

Senator SALTONSTALL. When you say other people, do you mean 
foreign governments? 

General Lawton. To the Navy, to the Air Force, to the foreign- 
aid program. In other words, the availability of funds is derived from 
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the fact that we receive appropriated money, the carryovers, and 
money furnished to us to buy for other people. 

Many times we furnish goods to the Navy, the Air Force, from the 
Army’s inventory. The main reason we are now trying to obtain an 
increase in our procurement program from the Department of Defense 
is the fact that we are told now to deliver under this plan certain 
things from our inventory, but we are not allowed to use the money 
paid us for these items to replace them. That is the matter of about 
$150 million that I was talking about. 

Senator SatronstTaLL. So you will have about $275 million of 
procurement for the Army made? 

General Lawton. We estimate about $275 million, roughly. That 
would be carried over under the OSD plan. 

That money, however, as was brought out the other day in our 
discussion of the total unobligated balances, would be committed. 

It would be money we would have for the purchase of spare parts, 
for items which are under procurement, but for which we have not at 
this time made a definitive procurement for spare parts. 

It is money for engineering changes. In every major contract we 
have, there are always engineering changes that take place. 

Then, there is the transportation cost of some of the things that will 
be manufactured in 1958; those that are not delivered by the end of the 
1958 fiscal year, will have to be delivered and paid for in 1959. Itisa 
matter, as Secretary McNeil brought out, of fully funding each of our 
programs. 

Senator SALTONSTALL. By fully funding them? 

General Lawton. Yes, obligations that will be made and commit- 
ments that will be made by the end of the year for fiscal year 1958 
programs. 

Senator ELLENpDER. Senator Saltonstall, you brought out this 
matter of unobligated balances. I have always contended that huge 
sums of unobligated balances breeds waste. 

I want to give a specific example of what I mean. 


PLUSHING UP HELICOPTERS 


In an article appearing in the Washington Post on October 16, 1956, 
it was reported that the Army was spending $100,000 to “plush up” its 
helicopters. 

I would like to know why this $100,000 was spent? Who ordered it? 
And what appropriation had available funds for such a purpose? 

General Lawton. I am not able to answer that question. I do 
not know. I do not know whether anybody is here who can answer 
that. 

General O’Neiu. General Yount is here. He might be able to 
answer that. 

Senator ELLeNpeErR. I want all the circumstances. 

(The information referred to appears on p. 858.) 


ARMY POLICY ON WILSON DIRECTIVE 


Senator SALToNsTALL. Mr. Roderick, just one question: With 
reference to Secretary Wilson’s directive No. 7200.4, it has been 
testified that the Army is satisfied or does not object to the directive. 

Were vou satisfied with that? 
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Mr. Ropertck. I feel satisfied with it because it does not affect us in 
military purchasing. I mean it is the same practice we have been 
following. 

Senator Sattonsta.u. I am not an English scholar, but can you be 
satisfied with something that does not affect you? 

Mr. Roperick. I should say that we do not object to it. 

Senator ELLENpER. If there were full unification, you might be dis- 
satisfied. 

Senator SaLtronstaLL. Thank you very much. 

Senator ELLENDER. Senator Thye? 

Senator Turn. Just this, Mr. Chairman: 

I notice here on the last page—page 10 of your statement—it says: 

Of the $1,225,575,000 reduction of the Army appropriations by the House, we 
ask that you approve the restoration of $190,931,000. 

If the restoration of this amount is not approved, what phase of 
your defense program will have to be curtailed? 

I know that there was some procurement in the $1,225,575,000. 

The question is just how serious is the House reduction from a 
standpoint of what must be done in your revised program if we fail 
to give you the amount you want restored? 

Mr. Roperrick. Senator, I have tried to cover those items in my 
testimony today. 

Senator Tuy. What is the answer to my question? 

Mr. Roverick. I will give you the overall answers as I see them. 

First of all, in the military pay and the cuts in that appropriation. 
I feel, as the Secretary of the Army said the other day, the cut might 
reduce it enough so that there will be required a reduction of 10,000 
man-years of manpower. As that is in General Booth’s province, 
he will testify more in detail about that later, but the general result 
will be the loss of about 10,000 man-years of military people. 

Senator Toye. Will it not be possible to defer some of your procure- 
ment that you planned for? Incidentally, are you requesting restora- 
tion of the House cut of $516 million in procurement and production? 

Mr. Ropericx. We have not had, or rather have not made any 
effort to reclama that. We have accepted that, and said we can get 
along with it. 

Senator Turn. But if you do not receive the $190,931,000 or any 
portion of that amount, would it have the effect of reducing the 
military manpower, or the civilian manpower within your service. 

Mr. Roperick. | did not finish. 

The first item, on military pay, would be affecting the military 
personnel, the second item is operation and maintenance, and affects 
civilian employees which are an integral part, about 20,000 of them. 

The third item of research and development, General O’Meara will 
cover very effectively when he testifies; he will discuss the items that 
have these very high priorities, the very high priority items, and it 
also covers all the other things, and then also the Alaska communica- 
tions system and the rifle practice. 















































PROPOSED CLOSING OF CAMP GARY BASE 






Senator Tuyr. So we will have some explanation of them, fine. 
There was one other question on page 4, Mr. Chairman, that I did 
not get quite enough information on, and it is up at the top of the page: 
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The House reduction of 1,000 trained pilots under our program for fiscal year 
1958 will occasion the reduction of Camp ary to 208 students in resident training, 
Such a reduction of strength, does not justify the retention of the post, and the 
Army will be compelled to transfer the training of these 208 students to one of 
its other bases, thereby placing in a standby status a valuable training facility, 

Was Camp Gary reestablished as a training center? 

Mr. Roprricx. No,we took it over from the Air Force last year, 
It was already a training center. 

Senator Toyr. You mean the Air Force was operating it? 

Mr. Roperricx. They were operating the two camps, Gary and 
Wolters. 

Senator Tuyr. In your statement you said that you set up this 
base to train 1,700 pilots per year. 

Mr. Ropericx. I am sorry. That could be misinterpreted. 

Senator Tuyr. Yes; it can be. 

General Lawron. We are using it as a former Air Force base to 
accomplish the same mission. 

Senator Tuyrz. Did you have to spend any money to do this? 

Mr. Mizron. No, sir. 

Senator Toyz. In other words, you used it to train the personne]? 

Mr. Mixton. Yes, sir. 

Senator Toyz. And when you assumed responsibility, you just 
stepped into this base and assumed the responsibility for administering 
it. It did not involve the spending of money to reactivate the facility. 

Mr. Roperick. I can say what happened. 

Gary trains the fixed-wing pilots, and Wolters trains the others, 
the helicopter pilots. 

Senator Tuyr. That is all J have, Mr. Chairman. Thank you. 


TEMPORARY DUTY ALLOWANCES 


Senator ELLENDER. With respect to military pay, would you be 
able to tell us how much is spent for temporary duty allowances in 
this country and abroad? 

Mr. Ropericx. I do not believe I can do this today. I could get it. 

General Lawron. Temporary duty travel is in the “Operations and 
maintenance” appropriation. Permanent change of station is in the 
military pay appropriations. 

Senator Ettenper. All right, can you give me the answer to the 
question? If you do not have it, wal vee supply it for the record? 

Mr. Roperick. Yes, sir. 

(The information appears on p. 645.) 


EFFECT ON REENLISTMENT PROGRAM 


Senator ELLenpER. Senator Symington? 

Senator Symineron. Thank you, Mr. Chairman. 

Mr. Secretary, on page 2, you say: 

The facts show that about 90 percent of our reenlistments are in the Regular 


Army segment of our active Army, and this is where the reenlistment program 
is affected by this appropriation. 


How will the House reductions affect your enlistment program? 

Mr. Roperick. Senator Symington, we have every reason to think 
that the estimates that the Army has made very carefully are ac- 
curate. And with the premise they are correct, I think there are 
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available for reenlistment 30,400 men in fiscal 1958; that is more than 
in 1957. 

If we do not get the reenlistment bonus, it will affect that certainly. 

Senator Symineron. In other words, it will force you to cut your 
reenlistments? 

Mr. Ropericx. I would certainly think that they would not re- 
enlist as freely. 

In comparison with other years, we do not feel that we are over- 
estimating in this area. If a man reenlists, it is statutory that he has 
to be paid the bonus. 

Senator Symineton. So what happens is, you would be saving 
pennies at the expense of dollars, because then you would have to 
draft inexperienced men. Is that what you mean? 

Mr. Roperick. That is exactly correct. 

Senator Tuy. Then there is one further question I would like to 
ask. It raises a specific question. 
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MANDATORY RETIREMENT OF OFFICERS 






I have a request on my desk from an officer in the service who is 
physically fit, but unfortunately, he has had a certain rank for a 
certain length of time and he has reached a certain age limit, and 
there is no possibility of his staying in the service. 

It is not your responsibility alone. I think it is the responsibility 
of Congress as well, because the regulations make it mandatory that 
he be retired because he has not attained a high enough rank because 
of his age to remain in service. 

Have you looked into that situation? 

The reason I make mention of it at this point is because it does 
pertain to remaining in the service. 

Here is a man who is physically fit and would like to remain in the 
service, and they will push him out of the service just like that. 

The question I have is whether the age factor and rank is realistic 
in view of the fact that we are all living a little longer. We are at 
this time all living a little longer than we did 10 or 15 or 20 years ago. 

Mr. Roperick. Senator Thye, you have hit on a very sensitive 
point. 

Senator Tuyr. Senator Symington, I hope you don’t mind if he 
answers that question. I am sorry to be breaking up your train of 
thought. 

Senator SymineTon. I am very glad to have you do so. 

Senator Tuy. I had to notify the man that there is nothing I 
could do for him, that he will just have to accept the fact that ‘he will 
be terminated. 
























RESERVE OFFICERS ACT 





Mr. Mitron. The law that you refer to is the Reserve Officers 

Act, which places an age limit of 55 for those who have reached the 

rank of lieutenant colonel, and 58 for those in the rank of colonel. 
Those ages were arrived at by reason of an officer personnel act in 

1947, and it is composed of 5 years in permanent grade and 30 years’ 

service for brigadier, 5 and 28 for colonels, and so on. 

Senator Toys. Yes, sir. ° 
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Mr. Mitton. I might say that both the OPA and the Ropa Com- 
mittee are getting out a lot of men—I mean men who still have g 
lot of potential left in them. 

I might say this is a matter for the consideration of Congress ag 
well as the Department of Defense, sir. 

Senator Tuyr. The other question is, Have you examined it for 
the purpose of making suggestions or recommendations to Congress 
as to the age factor? 

Mr. Mitton. Only insofar as we can change the 5 and 35 as it 
— to them. 

enator Tyr. Do you think there is a good deal to be gained in 
examining it? 

Mr. Miuton. Yes, sir; but my thinking goes back to the Officer 
Personnel Act, and not to the Reserve Officers Act. 

Senator SALTonsTALL. Not to delay this, but Mr. Milton, we have 
examined that in the hearings in the Armed Services Committee, and 
if you reexamine that, it is probably going to go against them instead 
of the other way around. 

Would you just answer that yes or no? 

Mr. Mitton. That may be. 

Senator SALTONSTALL. We do not want to deceive Senator Thye or 
anybody in regard to this. 

Mr. Miiton. We have letters written by such people, too. 

Senator Tuyrx. Thank you, Senator Symington. 


FLYING PAY REDUCTION 


Senator SymMincTon. On page 3 you say: 


This reduction of $1,500,000 in flying pay will necessitate the reduction of 
1,000 qualified pilots from those projected for fiscal year 1958, 


And then on down a bit further, you say: 


As a matter of fact, we will have planes on hand without trained personnel to 
man them. 

Is this aviation program for pilots directly connected with your ac- 
quisitions plan on planes and helicopters? 

Mr. Miron. Yes. 

Senator Symincron. How would the proposed reduction affect the 
proposed acquisition program? 

Mr. Roperick. In answer to this question, I should say the ac- 
quisitions of those planes will be on time. 

Senator Symineton. We had some testimony from the Air Force 
that they did not have the skilled people to operate some of their 
modern equipment. 

As I understand it, if you do not get this acquisition for the training 
program, you will have some planes you will not be able to fly, because 
you will not have trained pilots; is that correct? 

Mr. Mitton. That is correct. 


EFFECT ON MANNING OF OVERSEAS BASES 


Senator SymMineton. On page 5, you say: 


It will therefore be necessary either to extend the tours of military personnel 
currently overseas, or the Army will be compelled to reduce the number sent over- 
seas to maintain our garrisons there or the Army’s end strength will have to be 
reduced directly. 
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Is it not true that the Army has its overseas bases mainly as a result 
of international agreements? 

Mr. Mitton. That is exactly true, and General Booth just said 
75 percent of our travel costs are connected with those overseas units. 

Senator Symineton. How many? 

Mr. Mitton. Seventy-five percent. 

Senator SyminGTon. International commitments? 

Mr. Minton. Yes, sir. 

Senator SymineTton. So that what this would do would result in an 
end-strength reduction in the Army? 

General Lawton. That would be a choice, as Secretary Roderick 
mentioned. It means a decrease in the size of the Army. 

















FRENCH DIVISIONS UNDER 





NATO 









Senator Symineron. Presumably, you are aware of the fact that 
the French have less than one-fifth of the number of divisions they 
are supposed to have in NATO, and, according to the British white 
paper, the British are also cutting heavily. Do you believe in NATO? 

Mr. Roperick. Yes, sir; I do. 

Senator Symineton. How many divisions have we in NATO? 

Mr. Roperick. Five. 

Senator Symrneton. That is, American divisions? 

Mr. Roperick. Yes. 

Senator Symineton. Have we cut our divisions any? 

Mr. Roperick. No. 

Senator Symineton. Do we plan to cut them? 

Mr. Roperick. No. 

Senator Symineton. What are we going to do about leaving them 
over, while the other nations are cutting theirs? 

Mr. Roprrick. Senator Symington, I do not believe I am qualified 
to answer that. 

Senator Symineton. Who is qualified to answer it? 

Mr. Roperick. I think that is a policy decision that is out of my 
area, certainly. 



















EFFECTIVENESS OF NATO STRENGTH 











Senator Symineton. Let’s make a military question out of it. Do 
you think that the NATO forces were agreed to with intelligence on 
the part of our Government? 

Mr. Roperick. I think they were. 

Senator Symineton. Do you think the French and the British 
divisions were capable of doing any fighting in case NATO was 
attacked? 

Mr. Roperick. I think they were. 

Senator Symincron. Then, if those forces are removed from the 
line that means the duty, the amount of defense the American forces 
must take care of is greater than planned in the beginning, based on 
first estimate. Is not that the position? 

Mr. Roprricx. That could be the position. 

Senator Syminetron. What was that? 

Mr. Roprricx. That could be a possibility. 

Senator Symincron. What do you mean by a “possibility”? Sup- 
pose you just had one division left and they had to fight. 
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Mr. Roprricx. The reason I say “‘possibility’”’ is that there is g 
great difference and improvement in weapons which could offset that. 
Senator Syminaton. What do you mean by improved weapons? 

Mr. Ropericx. Those that we have been developing through this 
period; putting in operation. 

Senator Symineron. I understand the Russians have 165 divisions; 
65 are mechanized. How many mechanized divisions do we have? 

Mr. Roprricx. We have two armored divisions in Europe. 

Senator Symineron. Our weapons would have to be very good, 
would they not, with a ratio of 65 to 2? 

Mr. Roperick. I was thinking of others. 

Senator Symineton. What others? 

Mr. Ropericx. Rockets and missiles. 

Senator Symineron. Do you not think the Communists are doing 
as much on such items as we are? 

Mr. Ropericx. I suppose they are. 

Senator SymineTon. My point is: How much are we now going to 
cut our own Army, and at the same time let the other people reduce 
their armies and move them out; but continue to keep ours over 
there, with their families, incidentally? How long can we maintain 
this policy, while others continue to pull out, before we reach the peril 
point? 

Mr. Roperick. Senator Symington, there is no question about the 
fact that the question you have brought up is a most pertinent one. 

Senator Symineron. Do you not think that we either ought to 
strengthen our Army over there, or else pull out? 

Mr. Roperick. One of the reasons for my statement to that is 
that we certainly do not want to weaken it at this point. 

Senator Symineron. If the other countries continue to weaken 
their forces, and you lose two-thirds of the other forces that it was 
planned would be helping you to defend those countries in the event 
of an attack, how long are you going to leave your own people over 
there to take it on the chin in case of trouble? 

Mr. Roperick. That is right, and I think it is an overall decision 
which is probably outside the Army’s area. 

Senator Symineton. If there is no possibility of trouble, then our 
forces should not be there at heavy expense to the taxpayer. 

Mr. Roperick. I agree with you. No; that is correct. 

Senator Symineron. Why do you all not say something about this 
when you come up here and defend the Army’s position before the 
Congress? All I hear about is cutting the Army. 

Mr. Ropertickx. I think, in your questioning the other day, General 
Taylor agreed to discuss this with you in a closed session. 

Senator Symincron. I was over in Germany in April, and we have 
tens of thousands of our own boys over there, with their families. 

How long are we going to let others continue to decrease their 
numbers, but leave our own people over there? 

Mr. Ropericx. It is a matter of great concern. 

Senator SymineTon. It is certainly. 

Senator ELLenprEr. As the Senator knows, I have been saying that 
for quite a few months. In fact, I brought it to the attention of Mr. 
Wilson, when I visited with him. We maintain our power in accord- 
ance with the Lisbon agreement, while our friends remove their troops 
for other duty. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 627 


General Lawron. I believe General Taylor in his testimony stated 
he would be glad to talk on this area in closed session, that he did not 
feel able to discuss it in open session. 

Senator ELLEenpDER. I am sorry, Senator. 


IMPORTANCE OF NATO 


Senator Symineron. I appreciate your comments. I do not believe 
that the United States can well defend itself without NATO. 

In this modern nuclear age we have to have some allies. 

It is incredible to me that we are talking about further cutting 
the Army, while others are cutting their NATO armies, and I was 
shocked to see the amount of it. I was also distressed to see the delay 
in building up the German divisions. 

If I had any part in the policy for the Army of the United States, I 
would be wondering about this from a very practical standpoint. 

Now I have received a letter from a constituent in Missouri who has 
a son in Korea. 

TOTAL DIVISIONS IN KOREA 


How many divisions have we in Korea? 

Mr. Roperick. Two. 

‘Senator Symincton. How many have the North Koreans got? 

Mr. Roperrick. I do not know how many they have. 

Senator Symineton. Let’s find out. 

Mr. Roperick. Including the ROKs? 

Senator Symineron. We have known over a period of years that 
the Communists have been violating almost in every way they can 
think of, this truce agreement; is that not correct? 

Mr. Roperick. Yes, sir. 

Senator Symineton. And this prominent Missourian wrote me 
that his boy wrote him it was getting worse all the time, that the 
Communists were constantly doing things they had said they would 
not do; and of course we are sticking to what we said we would do. 

What is your comment on that? 

Mr. Roperick. I would say, Senator Symington, that that has 
also been a matter of great concern to the Army, and we have so 
stated. 

Senator Symineron. If you all only believe in massive retaliation, 
why do you not come out and say so if that is going to be the only 
way we plan to defend the United States. I think that would be very 
dangerous, but there has got to be a point where your two divisions 
in Korea are going to be just as vulnerable as in Germany, where 
those people are walking out. 

Mr. Roperick. Yes, sir. 

Senator Symincton. Why do we not do something about it? 

Mr. Roprricx. The Army has stated with respect to these appro- 
priations that we do not want any cuts for the Army, and we want to 
strengthen it as much as wecan. The areas that you have mentioned 
could probably be included. 


CASUALTIES IN KOREA 


Senator Syminecron. What were the casualties in the Korean war? 
‘The information requested appears on p. 629.) 
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Senator Symineton. While he is looking that up, let me ask another 
question here. 


CLOSING OF INSTALLATIONS IN UNITED STATES 


You say on page 7: 


Reduction of these support activities manned largely by civilian personnel wil} 
require the closing of active installations in the United States. This action would 
not result in any substantial saving in fiscal year 1958. 

How many will you have to close? 

Mr. Roperick. Senator Symington, I cannot give you an answer, 
because, frankly, we have not had time to study this impact because 
of its interrelationship with the other problems involved. 

We do know that it will mean reduction in some of our camps, posts, 
and stations. I cannot give you the answer to that at the present 
time except that it will be a major problem. 

Senator Symincton. Then, you said: 

Considering the emphasis which has been placed on the 6-month program by 
the Congress and by the Army through an energetic publicity effort, together 
with the popular response thereto, it would be ironic if the Army were unable to 
support fully its present commitment. 

What you mean is that after the intensive work and effort by all 
concerned, if you now have to cut down, skip a good part of that 
program, it will be unfortunate; is that correct? 

Mr. Roperick. That is our concern, and it has been even more 
sizable than that in money. 

Senator SyMIneTon. You say it is a sizable concern; is that correct? 

Mr. Roperick. That is correct. 


EFFECT ON ARMY’S DAY-TO-DAY OPERATIONS 


Senator Symineton. Then, also, you say: 


The proposed reduction of $150 million in the “Operations and maintenance” 
appropriation strikes right at the heart of the Army’s day-to-day operations, the 
ar under which our soldiers live, and the equipment with which they 

gnt. 

To get into that a bit more, are you saying in effect that you cannot 
have a first-class Army with second-class equipment? 

Mr. Ropericx. You certainly cannot have a first-class Army with 
second-class equipment, and also you cannot do so with second-class 
living facilities and all the other things that go with the day-to-day 
soldiers’ living. 

Senator Symineton. You are a financial man by training; are you 
not, Mr. Roderick? 

Mr. Roperick. Finance and engineering. 

Senator Symineron. We hear a great deal about the budget and its 
size. It is plenty big, especially around March 15; but we are spend- 
ing steadily less of our gross national product on national defense, 
Last year we spent less than the year before, and the year before that 
we spent less than the year previously. In fact, in the last 4 years, 
even though we are the richest country in the world, and in spite of 
the growth of world communism, we have been cutting for the last 4 
years the amount we put into our Military Establishment year by 
year. 
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DUTY TO PROVIDE BEST TRAINING AND WEAPONS 


Now, following through on this point, if we have a right to draft 
boys for the Army, we also have the duty to give them the best 
training and weapons. Do you agree with that? 

Mr. Roperick. Yes, sir. 

Senator Symineron. I do not know any American who would dis- 
agree with it. You are saying that if we approve the cut of $150 
million, it is going to have an effect on the equipment and training of 
those men; is that correct? 

Mr. Roperrick. Yes. 


COMMUNIST GROUND STRENGTH 


Senator Symincton. To the best of my knowledge, the Communists 
are modernizing their army just as much as they can. Is that correct? 

Mr. Roperick. Yes, sir. 

Senator Symincton. Now how about the casualty figures? 

General Watson. I am General Watson, of the Office of the Deputy 
Chief of Staff for Personnel, Department of the Army. 


TOTAL CASUALTIES IN KOREA 


The total United States battle casualties came to 142,000 in Korea. 
Of that number, 77 percent were United States Army. 

Senator Symincron. Of the total of how many? 

General Watson. 142,000. 

Senator SyMINGTON. So that nearly 80 percent of all the casualties 
in Korea were Army? 

General Watson. Yes. 

Senator Symincton. One of the chief reasons for that was the fact 
we did not have enough properly trained combat troops. Is that 
correct? 

General Watson. I do not know. 

Senator Symincron. Is it not true that we put troops into action 
in Korea who were not properly trained? 

General THEeimer. No, I do not believe it is true that we put people 
into action in Korea that were improperly trained. 


ADEQUACY OF TRAINING OF TROOPS IN KOREA 


Senator Syminecton. Then let us strike that word “improperly” 
and say “inadequately.” 

Were all the troops that you put into action in Korea adequately 
trained? 

General THEermer. They were up to minimum training standards 
and requirements. As you realize, we have alaw that says a man must 
have 4 months’ training before he may be sent into battle. 

Senator Symineton. I am not talking about any minimum. I am 
talking about your opinion as to whether they were adequately 
trained. 

General Tuermer. I would say that some of the personnel who 
went over in those units were not trained as we would like to have 
them trained. 

I grant you we would like to have every unit battle-tested and 
thoroughly trained. 
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Senator Symineron. I did not say battle-tested. I said combat- 
ready. There is a difference between the two; is there not? 
xeneral THEmmeR. We would like to have had more training for 
them. 

Senator Symineron. I do not see why you duck the question. The 
question is a fair one. 

General THEermer. The question turns on the question of combat 
readiness. 

Senator Syminerton. All I can refer to is the testimony of people 
like General Ridgway and General Van Fleet before the Armed 
Services Committee. That was what I had in mind. So much for 
that. 

You say that actually you originally submitted $596 million, 
Mr. Secretary. 

Mr. Roperick. Yes, sir. 

Senator Symineton. For research and development? 

Mr. Roperick. That is correct. 

Senator Symineron. And it was cut to $400 million? 

Mr. Ropericx. Yes, when it was approved by the Secretary of 
Defense and the Bureau of the Budget. 

Senator Symineron. You still feel the $596 million was right? 

Mr. Roperick. Yes, sir. That is what the Army considered was 
proper for its program. 

Senator Symrneton. So now you are asking that you do not take 
a further cut than the figure you arbitrarily were cut by the Depart- 
ment of Defense and/or the Bureau of the Budget; is that correct? 

Mr. Roperick. Yes, sir. 

Senator Symrneron. Is this going to have an effect on your target 
acquisition program and your missile program? 

Mr. Koperick. I believe General O’Meara could best answer that 
question. 

EFFECT OF REDUCTIONS ON RESEARCH 


General O’Meara. It will not immediately affect the antimissile 
program which we have in mind, but we are going to have to cut back 
on research which is essential for the long-range success of that project. 

It will affect our electronics research, and this has a direct effect on 
our target acquisition. 


ANTIBALLISTIC MISSILE MISSILE 


Senator Symrneton. A lot of testimony was heard last summer 
about this antiballistic missile, and certainly I can see why we want 
to do everything we can to work on antiballistic, missile missile. 

It might be vitally important to the future security of our country. 

Will this cut have an effect on it? 

Mr. Roperick. It will have an effect on it, sir. 

Senator Symrnaton. What kind of effect? 

General O’Merara. What we are doing is this. We have a direct 
development designed to produce component hardware for this, and 
beyond that and perhaps more important than that, we are carrying 
on long-range research on more effective components on higher pro- 
pulsion fuels and high performance materiels. 

That is the area which is going to be affected. 























DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 631 


Senator Symineton. The steady dissension that goes on between 
the Army and the Air Force about the IRBM is unfortunate. This 
js an open hearing and you can comment or not, if you care to. 


TESTS ON JUPITER MISSILE 


From what I understand, the recent test firing of Jupiter, was most 
successful. Is that correct? 

General O’Meara. There is a great deal that appears in the paper. 
Much of what I have read in the papers I know to be true. Other 
items are not. 

Senator Symineton. Then would my statement be a fair statement 
in your opinion? 

ieeeal O’Meara. I prefer not to answer that, sir. 

Senator Symineton. You have hopes about the Jupiter being a 
good weapon, do you not? 

General O’Merara. We have more than hope, we have high confi- 
dence. 

Senator SyMInGTton. Have you got money to carry on the Jupiter 
in this appropriation? 

malin 9°, mane No, sir. 

Senator ELLENDER. I thought he said he had. 

General O’Merara. No, sir; this is for the missile to shoot down the 
incoming missile. 

Senator Symineron. The antiballistic missile missile is an item that 
would be comparable to knocking the rocket down. 

Senator ELLENDER. Is that research? 

General O’Mrara. We are doing some work on essential com- 
ponents. 

Senator Symineron. Let me get this straight. Regardless of 
whether the Thor or Jupiter is the right weapon, the American people 
want the best weapon, especially as a result of some of the black- 
mailing efforts which have been carried on by Mr. Bulganin and others 
against our allies. 

Are you telling me that this budget is insufficient for carrying out 
the further tests on Jupiter’s dev elopment: ? 

General O’ Mrara. I have been given to understand that the Depart- 
ment of Defense would furnish funds to pursue the Jupiter develop- 
ment to the point where the two systems can be evaluated, one against 
the other. 

Senator Symineron. What does that mean exactly? 

General O’Meara. It means that in order to carry the Jupiter 
program beyond July 1, 1957, the Department of De fense will have 
to transfer funds from ‘its own appropriation to the Department of 
the Army. 

Senator Symineton. Have you had any notification that that was 
going to be done? 

General O’Merara. I do not think the Army has ever received a 
formal piece of paper saying that that will be done. There has been 
considerable discussion, the effect of which was to inform the Army 
that this would, in fact, be done. 

Senator Syminetron. That it would be done? 

General O’Meara. Yes, sir; that it would be done. 
Senator Symineton. Where are those funds coming from? 
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General O’Meara. I do not know, sir; but as far as research and 
development funds are concerned, the Department of Defense ap. 
propriation does contain emergency research and development funds 
which can be transferred. 

Senator Symincron. I understand that, but do you not think the 
Congress has a right to know a little bit about what is going on with 
regard to these fiduciary matters in the Department of Defense? 

General O’Mrara. Yes, it has. 

Senator Symineron. Do you know of anybody who has come up 
before this committee and defended the funds for Jupiter? 

General O’Mrara. Not to my knowledge. 

Senator Symincron. While we are on the subject, Mr. Chairman, 
we had the most surprising figures 

Senator ELLENDER. Yes? 





UNAPPORTIONED FUNDS 


Senator Symineron. Despite all the criticism there has been about 
unobligated funds, unnecessary carryovers, we find that over $2,600 
million of unobligated funds are now, right now, in the hands of the 
Department of Defense and the Bureau of the Budget and never have 
been allotted to the service, despite the fact that the services as usual 
get criticism for carrying that amount of unobligated carryovers. 

Senator ELLENpER. I think that was in the Air Force alone. 

Senator Symineton. Yes; in the Air Force alone. I thank the 
Chair for mentioning that. 

What figure in money is that? 

General Lawton. The unobligated or the unapportioned, Senator? 

Senator ELLenpER. The unapportioned. 

Senator SymrineTon. Put it this way: The money available to obli- 
gate that has not yet been allotted to the Army, although it has been 
approved by the Congress. 

General Lawton. A very small amount. We have about $1 billion 
that is available in the Army’s account in the Bureau of the Budget. 

Senator Symineron. Do you call that a small amount? 

General Lawton. No, sir; I was about to explain that. It is about 
$1 billion; but out of this total, approximately $950 million is in the 
procurement and production account—and as has been brought out 
in discussion a number of times—that is part of an amount of money 
that has been carried over since the end of the Korean war. In the 
procurement and production account to carry out our fiscal year 1957 
program, we have failed to have apportioned only $38 million. That 
is, we received $2,062 million out of a programed requirement of 
$2,100 million. 

In the other areas in the Army, in the National Guard, there is 
$10.2 million unapportioned and not requested or required in fiscal 
year 1957 due to the slowness of the program getting started in the 
early part of the year. 

There is about $18.4 million unapportioned and not requested in 
the ‘Reserve personnel” appropriation, again due to the late pickup 
in the program. You have less than $4 million in ‘“‘Military construc- 
tion,’ or Army Reserve forces. 

There is about $18 million in the ‘Military construction,” Army ap- 
propriation that has not been apportioned, and then smaller amounts for 
the Alaska communications system, and the promotion of rifle practice. 
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Senator Symineton. But of these unapportioned funds, regardless 
of the reason, the Air Force has over $2,607 million unallotted and the 
Army has over $1 billion unallotted; is ‘that correct? 

Mr. Ropericx. That is correct, insofar as the Army is concerned. 

Senator Symineron. So, there is some $23,607 million right there. 

How much.is held up by the Department of Defense or/and the 
Bureau of the Budget of what has been appropriated for the Navy, 
just to round it out? 

General Lawton. I would have no knowledge. 

Senator Syminetron. The staff says about a billion and a half; so 
there you have over $5 billion that has been appropriated by the 
Congress but not allocated to the services; is that correct? 

Mr. Ropericx. I have knowledge only as to the Army figures. 

Senator Symincron. But of your part? 

Mr. Roprrick. Yes, sir; the Army’s part is correct. 

Senator Symincron. Mr. Secretary, you have had the same budget 
for some 4 years now. Prices have gone up. Communications, 
weapons, and raw materials have gone up. 

I might add that in the last 4 vears, our gross national product has 
gone up about $100 ae 

Within this fiscal year 1958, and in your fiscal year 1958 request, 
you mention also financi ing a number of increases for a half year only 
or not at all in fiscal year 1957. The first item I see there is $85 
million for civil-service retirement; $19 million for medical care; $48 
million for survivorship payments. 


FUNDS AVAILABLE BEFORE HOUSE CUTS 


Has anyone ever figured out how much spending money you actu- 
ally had last year before the House cuts? 

Mr. Ropverick. I have not figured it out, Senator Symington, 
except to know that there is a continuous pinch in this area that you 
mentioned. 

The Secretary of the Army mentioned in his presentation that we 
are absorbing $315 million additional charges this year in the budget, 
without any reference to increased costs. 

Senator Symincton. Would you put into the record at this point 
exactly how much less money you do have as against last year? 

Mr. Roperick. Last year, and you referred to 4 years a moment 
ago. 

Senator SyMINGTON. Yes; give us a table to show us how the attri- 
tion has grown. 

Mr. Roperick. Yes. 

(The information requested follows:) 
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Fiscal year 1958 budget purchasing power compared to fiscal year 1957, after elimi- 


nation of mandatory increases and adjustments to Bureau of Labor Statistics 
indexes 








[In millions} 
Net pur- 
Col..(2)— _ 
Fiscal year | Fiscal year | Less*man- | col. (3),*}| Less BLS"| power, 
1957 1958 § datory fiscal year price fiscal year 
budget budget increases 1958 ad- indexes {1958 budget 
justment com 
to in- to 
creases year 1957 
(1) (2) (3) (4) (5) (6) 
Direct obligations...___..._..- $9, 735 $9, 712 $426 $9, 286 $119 $9, 167 


« | 
1 BLS index increase, 1957 over 1956 assumed for 1958 over 1957. 





Comparison between fiscal year 1958 and fiscal year 1956 considered invalid 


due to many varying conditions between these years including strength adjust- 
ment. 


FULL FUNDING PRACTICES 


Senator SymineTon. You said you were satisfied with 7200.4. 

Mr. Roperick. 7200.4 is really a continuation of practices that 
the Army has used right along, and we are still usimg—full funding. 

Senator Symineton. The fact the Air Force does not like it does 
not affect your satisfaction, or dissatisfaction, with it? 

Mr. Roprericx. Yes; that does considerably concern me, but that 
cannnot be straightened out to everybody’s satisfaction. 

Senator Symineton. At least in the field they try to have some 
unification of thought. 

Mr. Roprricx. Yes; and we try to do it in the office, too. 

Senator ELLENDER. At this time we will recess until 2 o’clock. 

(Thereupon, at 12:03 p. m. the committee stood in recess to re- 
convene at 2 p. m. the same date and place.) 


AFTERNOON SESSION, 2 p. M. (Monpay, JUNE 10, 1957) 
DISCUSSION ON DIRECTIVE 7200.4 


Senator ELLeNDER. The committee will come to order. You may 
proceed, Senato: Symington. 

Senator Symrncron. Mr. Chairman, may I refer back to 7201.4 
which I think, Mr. Secretary, we were talking about a bit just before 
the end of the morning session. 

You said the Army was not affected at all; is that correct? 

Mr. Roperick. That is correct. That order does not affect our 
present practice. 

ARTICLE BY GENERAL PHILLIPS 


Senator Symineron. If the Chair will allow me for the record on 
7200.4 in a recent article by General Phillips, he said, in a summary: 

The Defense Department calls this an effort to establish good and uniform 
financial practices throughout the Department. The Air Force sees it as an 
administrative maneuver to force it to slow down and cancel vital programs 
already approved and funded by Congress. 

Then the article points out that Secretary McNeil testified that we 
are now running at a $42 billion rate, that the estimate was $38 
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billion, that the estimate for the current year was $36 billion, but 
now it looks as if expenditures will be $38.5 billion. 

To the extent that any of these reductions by internal fiscal effort 
affect the Army, to that extent you automatically will be affected, 
will you not? 

Mr. Roperick. That is correct. 

Senator SyMincTon. | was surprised to hear you say you were not 
affected at all, because General Phillips, a most reliable newspaper- 
man, said “‘the Army and Navy are affected to a lesser degree’. He 
said the Navy had used preproduction payment methods for a long 
time, in order to get new ships which had been authorized. The air- 
craft carrier Forrestal was started with an appropriation of $12.5 mil- 
lion to buy production facilities, designs and so forth, and the rest of 
the funding amounting to $188 million was asked for in the following 
year. 

EFFECT OF LETTER OF MAY 22 


Now, on the letter of May 22, where $500 million was taken out 
of the services, $100 million out of the Army, does that affect you? 

Mr. Roperick. Definitely. 

Senator Symineron. In what way? 

Mr. Roperick. It means $100 million worth of orders for goods 
that we were going to place before the end of the fiscal year will not 
now be placed in that period of time. 

The net result of that, Senator Symington, is still unknown, and I 
would like to explain why. 

Secretary Quarles, said—I cannot remember his exact words—in 
answer to one of your questions that this was really a stretchout of 
30 to 60 days. On that basis it would not be serious with us. How- 
ever, generally, future ceilings on obligations or expenditures would 
mean that you would lose them in the long run, and that is what we 
cannot afford to lose. If we can be sure that that $100 million was 
just stretched out 2 months and then replaced agsin without any 
restrictions, Secretary Quarles’ statement is exactly correct. 

Senator SymMincTon. Now, as | remember the last paragraph of that 
May 22 directive, it had to do with expenditures, did it not, that you 
were asked to send up to the Department of Defense by June 12; what 
you planned to expend; is that correct? 

Mr. Roperick. That is correct. 

Senator Symineton. Are you working on that now? 

Mr. Roperick. That letter is being worked on now. 

Senator Symineton. Do you expect to have it in by the 12th of 
June? 

Mr. Roprerick. We do. 

Senator Syminetron. Broadly speaking, what does the letter cover? 

Mr. Roperick. Senator Symington, | have not seen that. i am 
waiting for it to come to my desk. It certainly will be there, I will say, 
today or tomorrow. 

POLICY TOWARD NATO 


Senator Symineton. Mr. Chairman, I would like the record to show 
that I am asking these questions for information not necessarily 
taking any position. Again, I say, based on the Lisbon agreements in 
the summer of 1952, and the fact that other countries are now so 
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heavily reducing their forces, and another country is having con- 
siderable difficulty in getting up to the forces it agreed to, we in 
America have much to “think about. 

I believe we ought to give consideration to the fact that at some 
point we will be reaching a peril point from the standpoint of the posi. 
tion of our Armed Forces, which are now stationed all over the world, 

That was the purpose of my questioning, without attempting to 
reach a conclusion. 

Senator ExtenprER. Do you not agree that we endanger the lives 
of our own people, if our friends continue to withdraw their forces and 
we remain abroad? 

Senator Syminetron. I think General Taylor agreed there was 
bound to be a peril point, and you have to face up to that fact. 


TACTICAL AND STRATEGIC MOBILITY 


Now, the Army has need for tactical and strategic mobility. That 
is right, is it not? 

Mr. Roperick. That is right. 

Senator Symineton. The essence of that mobility is capability to 
shift combat power rapidly; is that correct? 

Mr. Ropericx. That is correct. 

Senator Symineron. Js your capability to augment effective 
strength where needed affected by this budget? 

Mr. Ropsgnrick. I think that General Theimer should answer that 
from the military side. 


ARMY AIRLIFT REQUIREMENTS 


General THermer. I assume you are referring to airlift, Senator 
Symington. Primarily, as I am sure you are aware, we are referring 
to two different types of airlift, tactical and strategic. The Army 
has a requirement for the airlift of division-size forces for tactical 
airlift. Tactical airlift is the entry into combat either by jumping 
or air landing directly into the combat area. We need the same air- 
lift, also, for. training purposes. Consequently, it is hoped that the 
Air Force’s airlift will be deployed roughly in accordance with the 
deployment of our airborne divisions. 

The Army also has a requirement for strategic airlift in the event of 
either a limited war or in the event of a general war, the strategic air- 
lift being the airlift of forces over long distances to where they are 
required in the theater of operation. 


BATTLEFIELD MOBILITY 


There is another aspect to the tactical airlift. That would be what 
we would call battlefield mobility. That is affected by this budget 
both in procurement to some degree which the logistics representatives 
can touch on later; also to some degree in training in connection with 
our revised organizations. 

Senator Symineton. What you are really saying, as I understand it, 
is that, first, you have your own airlift problem of mobility, your own 
internal operation in the Army, and then you have tactic ‘al lift carried 
on by C-82’s, C-119’s, and C1 30’s; is that right? 

Sonat Tuemmer. I would not say we have been assigned any 
airlift. 
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Senator Symincron. I am not being contentious. You have some 
helicopters, and you have small airplanes, giving you battlefield 
mobility, do you not? 

General THErmer. That is right. 

Senator Syminetron. Then you have tactical airlift, handled by 

planes like the C-82, C-119, and C-130. 

General Tuermer. That is right. 

Senator SymincTon. Let me put my question in the language used 
before: Is your capability to augment effective strength where needed 
affected by this budget? 

General THermer. Yes, it is affected by this budget. The Army 
maintains forces capable of reacting wherever they are needed through- 
out the world. The ability to lift them, of course, is the ability of the 
Air Force and the Navy to provide the air and sea lift that we require 
to get those forces into those positions. 

As far as the Army’s budget is concerned, we have the question of 
our own equipment for tactical airlift. The budget also provides for 
the forces which we would expect we might have to deploy in various 
places around the world in the event of ar emergency. 

Senator Syminetron. How is it affected by this budget? 

General TuHrermer. The budget provides for the maintenance of 
those Army forces that we are speaking of. This budget also provides 
for the maintenance of aircraft and ground vehicles which provide the 
tactical and battlefield mobility. 

Senator Syminetron. Are you short in those, in this budget? 

General Tuemer. I would rather refer that question to the repre- 
sentatives of the DCS Logistics Branch. 


EFFECT ON CAPABILITY TO AUGMENT STRENGTH 


Senator Syminetron. I would like to get an answer to the question 
now. I asked it of Secretary Roderick and I think he said he would 
like you to answer it. Is your capability to augment effective strength 
where needed affected by this budget? 

General THermer. It affects the maintenance of the Army forces. 
I am not sure that I completely understand what you have in mind. 

Senator Symincton. Let me break it down. First, does it affect 
the amount of planes you think are necessary for the ‘Army to have, 
for its own mobility, under the Army? 

General THemmer. It would affect the Air Force procurement of 
aircraft: which—— 

Senator Symrinaton. We will go to that later. 

Are you getting enough helicopters and small planes? 

General Tuermer. If I may, I would rather have representatives 
of the logistics answer that question. 

Senator Symrneron. Can anybody answer that question? 

General O’Nett. In the procurement of our aircraft, both in heli- 
copters and light planes, we are procuring what we need for the active 
Army and for the training of the Reserve components. We are not 
procuring enough for complete allowances for the Reserve components 
and we are not procuring any for mobilization reserve. I speak only 
for Army aircraft. 

Senator Symineton. You have already testified that your pilot 
situation is badly hit if this budget goes through with these new 
reductions. 
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General O’Neiu. That is correct. 

May I add something else that may help as regards maintenance, 
If the cut goes through, our aircraft which we should rebuild will have 
to be cut by 8.3 percent. 


TACTICAL AND STRATEGIC AIRLIFT 


Senator Symineton. Now let’s turn to tactical and strategic agir- 
lift. I do not think you can segregate these two as fine as General 
Theimer was attempting, because if the distance needed is long enough, 
what you would normally consider strategic airlift you would use as 
tactical airlift. For example, if you wanted to move troops and you 
could not do it from tactical airplanes, you would have to do it from 
strategic airplanes, if you required that distance to get where you 
wanted to go. 

If you lost the Azores and lost Iceland, and still wanted some tactical 
lift, you would have to use planes that are normally classified as 
strategic planes, would you not? 

General Tuermer. I believe that that would be true, Senator, 
There is some restriction, some limitation, on the speed which I am 
not prepared to state as far as the capability of jumping from a plane 
is concerned. In other words, it has to be able to slow down to a 
certain speed in order to permit jumping from it. 


MISSION OF THE ARMY 


Senator Symineton. Now, Mr. Secretary, I would like to talk about 
the question of the Army mission. 

We have had talk this morning about antiaircraft, the Nike. I do 
not quite know what the chairman was thinking about, but I agree 
with him that there is a growing question about antiaircraft, even 
about Air Force short-range fighters. But surely, if we are going to 
have an Army, we must have a modern army, one we can lift and 
support properly overseas, able to carry out the large number of 
commitments we have all over the world, do we not? 

Mr. Roperick. I agree. 

Senator SyminGcTon. Unless we want to rely on massive retaliation. 

Mr. Roperick. I agree with you. 

Senator Syminetron. To do that, we have to continue our develop- 
ment of airlift, the Air Force being the supplier to the customer, the 
Army, just like we continue our development of combat planes. 
Is that not correct? 

Mr. Roperick. That is right; we look to the Air Force. 

Senator Symineron. The Russian operating internally out of the 
land mass, do not have the same lift problem we have. On the other 
hand, they are probably developing their airlift, too; is that not 
correct? 

Mr. Roperick. I would assume that is correct. 

Senator Symineton. The only strategic airlift plane we have in 
quantity, which is many years old in design now, is the C-—124; is 
that not correct? 

PROCUREMENT OF C—133’s 


Mr. Roperick. Yes, sir. 
Senator Symincton. We were developing both the C-133 and the 
C-132. The C-132 has been canceled, after a good deal of money 
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was invested in it, on the grounds that the C-133 was going to be 
pushed, and yet in the 1958 budget for the Air Force, they have no 
provision for C-133’s. Do you know why that is? 
Mr. Roperick. No; I do not. 
Senator Symineton. Do you know why the Army does not protest? 
Mr. Roperick. I do not know that the Army has not protested it. 
Senator Symineron. Do you know that they have protested it? 
Mr. Roperick. I do not know either way. 
Senator Symineron. Is there anyone who does know? 
Mr. Roperick. I would be glad to get that answer for you. 
(The information requested follows:) 


The Army, as a customer for airlift, does not attempt to prescribe to the Air 
Force the types of aircraft which should be procured. Rather, the Army has 
stated requirements in terms of units to be moved under stated conditions. The 
Army has also gone on record as favoring modernization of airlift forces. 

Although there are no funds in the fiscal year 1958 Air Force budget for pro- 
curement of C—133 aircraft, there will be deliveries of this aircraft in fiscal year 
1958 which have been funded from prior year budgets. 


NEED FOR ULTRAMODERN ARMY 


Senator Symincton. Do we not want a mobile, modern army? 

If we have any army, especially when it is so tiny compared to our 
possible enemy, should we not have an ultramodern army? 

Mr. Roperick. | tried to express that. 

Senator Symineron. Then, why do we not have a protest of this 
sloughing off in airlift potential? 

General Lawron. Without having definite knowledge, Senator 


Symington 

Senator Symineton. Does anyone here have definite knowledge? 
I do not mean to interrupt you, but I would like to get some informa- 
tion. 

General Lawron. The Army has presented its case within the Joint 
Chiefs of Staff. What the nature of that discussion was I am not in a 
position to state. 

Senator Symineton. Does anyone here know about that? 

| think it is unfortunate that we do not continue to develop our 
airlift unless we want to have a home guard instead of a modern 
army. 

Mr. Roperick. There is no question about our interest in airlift. 
I would like that understood. 

The Joint Chiefs of Staff are handling the particular matter, and I 
understood that General Taylor was going to discuss that matter with 
this committee in executive session. 

That was the understanding that I had. Iam sure that there must 
have been some discussion by the Army as to whether they think it is 
enough or not. Il am not prepared to answer that here today. 

Senator Symineron. The Air Force would seem to have dropped 
the development of airlift. That is why I wondered if you were 
interested in it. 

Mr. Roperick. We certainly are. 

Senator Symineron. | have one other group of questions. 


92576—57 41 
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CORDINER REPORT 


Do you know about the Cordiner report, Mr. Secretary? 

Mr. Roperickx. Not as much as Mr. Milton does. 

Senator Syminetron. Mr. Milton is on the record about it. 

Mr. Roperick. Yes, and I agree with everything he said. 

Senator Symineton. Do you endorse the Cordiner report without 
reservation? 

Mr. Roperick. Yes, sir. 

Senator SymineTton. Is that the way you feel about it, General 
Lawton? 

General Lawron. Yes, sir; I endorse the principles of the Cordiner 
report. I may have some slight reservations about the pay scale or 
something of that nature. 

Senator Symrineron. Do you know of any specific difference that 
you do not endorse? 

General Lawron. Not at this moment. The Cordiner report I 
think in principle is excellent. 


RATIO OF CIVIL TO COMBAT FUNCTIONS 


Senator SyminecTon. What is the ratio between those performing 
civil functions and those training to perform combat training functions, 
in the Army? 

General Watson. Specifically, in civil functions per se, we have 
about 116 military personnel for the Corps of Engineers. That is an 
approximate figure. 

Senator SymMineTon. 160 what? 

General Watson. Military personnel. If I might extend a little 
bit, your thought goes to the number actually in the operating forces, 
the cutting edge, the number General Taylor referred to as approxi- 
mately 67 percent of the Army. 

Senator Symincton. How much fighting muscle is left after you 
take away the engineers used by the Air Force, the training cadres, 
re technicians behind the scenes, those on foreign missions, and so 
orth. 

General Watson. We have exact percentage of about 65.5 percent 
or 67 percent which is the one General Taylor used. That includes 
those in the combat forces and in the combat supporting forces thereof. 

Senator Symineron. You have missions in this country, and all 
over the world, the expenses of which are allotted in money against 
the Army but actually have very little to do with the Army; is that 
not correct? 

General Watson. That is correct. 

Senator Symineton. As a result, the Army budget looks a lot 
higher, from the standpoint of a combat service, than it actually is. 

General Watson. Unquestionably there are many dollars in the 
budget for which the Army gets no direct return. 

Senator Symineton. Has anybody ever made a detailed study of 
all of these missions including various countries where we have diplo- 
matic commitments that are nevertheless costed against the Army 
budget? 

Has there been any major segregation, showing just what is left 
in the way of a combat service? 
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General Wa'rson. In the sense of your question in terms of dollars, 
we have estimated that in the military personnel Army appropriations 
there is about $1,209,500,000 for the support of these operating forces 
so-called in the ‘Military Personnel, Army,” appropriation. That 
leaves $2,339,500,000 in MPA for the operating forces, themselves. To 
extend your thought further, we are aware of the fact that the Army 
has been and is doing a great deal in support of other services, and we 
have initiated a project out in the field, as well as the Department of 
the Army, to attempt to identify the numbers of individuals, both 
military and civilian, who are so involved. We do not have exact 
figures now. In fact, it is an argumentative point because there are 
fractions of people involved in various activities for the Army, Navy 
and Air Force. It is not just black and white. At one time we had 
an order of magnitude of say about 50,000 military and this is a very 
rough figure, Mr. Senator, and next week it might be quite different. 
At the end of June, we are getting a report which we will have evalu- 
ated by the end of the year. There are roughly 50,000 military and 
roughly 100,000 civilians which I feel as an dividual are engaged in 
nonreimbursable support for other services. I cannot prove these 
figures. These are thoughts I have had after looking at this matter 
for some time and we are getting reports which will help us further 
isolate and pinpoint these personnel. 

Senator Symineton. When will you get these? 

General Watson. By January 1, approximately. 

Senator Symineton. Do you mean the Navy and the Air Force? 

General Watson. That is right, and other agencies of the Govern- 
ment. 


Senator ELLenprErR. That situation is not peculiar to the Army. 
It is only a question of degree. You may have a few more than the 
Navy or Air Force has, but all branches of our services serve others. 


RESIDUAL FUNCTIONS INHERITED 


General Warson. There is no doubt about that. There is one 
aspect I might point out and that is we inherited at the time of the 
separxtion of the Air Force from the Army certain residual functions 
which they did not take with them. We retained these functions to 
support the Air Force as an agency of the Government. 

General Lawron. We have made a number of studies and are 
endeavoring now to pinpoint and get precise information in this area 
which General Watson just mentioned so that we can go after these 
with a view to recovering some of these costs on a reimbursable basis. 
Our estimates have been that in the past few years the Army is 
spending in the nature of half a billion dollars in nonreimbursable 
support. 

MAINTENANCE AND OPERATION 


For example, in our maintenance and operation we have $154 
million in joint projects. We are purely a carrying agency for the 
Department of Defense in that area for the National Security Agency 
and AFSWP, the Armed Forces Industrial College and the National 
War College, and various installations that we only carry in the 
budget for the Department of Deferse. 

Senator ELLENDER. At whose request is this study being made? 
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General Lawton. The Department of the Army is making the 
study? 

Senator ELLENDER. Why? 

General Lawton. With a view toward obtaining reimbursement for 
work that we are doing for other services. | 

Senator Ettenper. Do you think that will help unification? 

General Lawron. It would clarify the budget so each service 
would show more accurately what is being carried in its budget for 
its own purposes. I am sure that there are many things that are 
being done for us by the other services. In some places where 
services to others are easily definable we think it would be advan- 
tageous to have them carried by the service for whom the work js 
being done. 

Some of these problems have been clarified under the Industrial 
Funds concept. 

Since we put the ports on an industrial funds basis, the Air Force 
is now charged with some of the freight going through those ports 
that formerly we were paying for, and the industrial funds are helping 
us clarify this whole situation. This is true not only of our industrial 
fund but the industrial funds of the other services. 


CIVIL FUNCTIONS APPROPRIATION 


Senator ELLenpeEr. I always understood that the civil functions 
performed by the engineers made them better Army engineers. 

Is that one of the services? 

General Lawton. No, sir; that is a separate appropriation not 
carried in the military budget. 

Senator ELLENDER. Are you not doing that for another branch of 
Government? 

General Lawton. That is correct. 

Senator ELLENDER. Why aren’t the engineers in the same category? 

General Lawton. There is a very small amount in there of 116 
military personnel. 

Mr. Roperick. I thought Senator Symington was getting at another 
point. He was trying to find out how many of the Army, after you 
deducted all of these other services were left as combat. 

Senator Symincton. That is right. You do not have a combat 
situation in Formosa. You do not have a combat situation in Berlin. 
You do not have a combat situation in Indochina. You have missions 
all over the world. In addition to that, you have work done over 
here which is absorbed in the Army budget per se, for instance, engi- 
neers work for the Air Force. 


ERA OF PENTOMIC DIVISION 


Is it not also true that in this new era, which you might call “the 
era of the pentomic division’’, the Army also needs men of high skill 
in electronics and so forth? 

Mr. Ropericxk. That is absolutely correct. 

Senator SyMInGcTon. So you are having the same trouble with your 
reenlistment rates that the other services are having, losing skilled 
people? 

Mr. Ropericx. I think we are all having the same experience. 
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Senator Symineron. Mr. Chairman, that concludes my question- 
ing at this time. I hope we realize in ‘this atomic age, this hydrogen 
age, with the hydrogen standoff, that we have to have peripheral 
defense as well as all-out defense. If we do have peripheral trouble, 
the Army will probably incur the most casualties in the future as it 
always has in the past. With that premise we should not lose sight of 
the fact that especially since our Army is so relatively small, we want 
to have it ultramodern with ultramodern weapons to give our boys the 
best chance of winning in case there is trouble. 


RESEARCH APPROPRIATION 


Senator ELLeNpER. I am sure they are alert to their needs, and I 
think Congress has been rather liberal in fulfilling their requests. 

You have a budget for $410 million to carry on research. 

Mr. Roperick. $400 million. 

Senator ELLeENpDER. The House has cut $10 million, 

Mr. Ropericx. I think $8 million out of the $400 million 

General LawrTon. That is one area where we are carrying money for 
the Department of Defense agencies also. 

Senator ELLeNpeER. It strikes me that we should view this budget 
in its entirety. When we speak of research, we should think of total 
research in the Department of Defense. 

Mr. Roperick. That is right; and we assume that that is what 
this budget really means. Somebody has to sit on this and decide 
how it is going to be the best for the whole. 


BUDGET BUREAU REDUCTION 


Senator Symincton. The House lopped off the $10 million. But 
either the Secretary of Defense’s office, or the Bureau of the Budget, 
lopped off $160 million. 

Mr. Roperick. $196 million. 

Senator ELLENDER. In research alone. 

General Lawton. Yes, sir; and $8 million additional by the House. 

Senator ELLeENDER. Was that extra money to make the Army more 
modern? 

Mr. Roperick. It was for faster research and development. 

Senator ELLENpER. I do not know where we are going but we are 
on our way. 

Senator SymMineron. It is true you wanted a new rifle. 

Mr. Roperick. That is right. 


NEW RIFLE 


Senator Symineron. Is it true that some of the other countries 
already have this new rifle? 

Mr. Roperick. General Moore says “‘ Yes.” 

Senator SymineTon. So the people who run the Army have the 
right to think that, if other countries without a fraction of our wealth 
can supply their boys with the latest rifles, to give them the best 
chance, our Army should have the right to request this rifle. 

Followi ing the Chair’s thought about unification, why are the heads 
of the Army now taking a 100 degree reverse position on more unifica- 
tion? They were for it. Now they seem to think they do not want 
it. Why is that, do you know? 
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Mr. Ropericxk. No; I do not. 

Senator Tuyr. On the question of these rifles, was any part of this 
$400 million for research and development of rifles? 

Mr. Ropvrericx. No; I think Senator Symington meant we were 
interested. 

Senator Tuyr. I heard the statement. 

Gen. A. P. O’Meare. The rifle is past the research and development 
stage. 

Senator Symrneron. When at Fort Benning, in April, they showed 
me a new rifle, and said there were several countries which already had 
them. I asked, ‘““Why do you not ask for it for our soldiers? Wh 
cannot they too have the best model?” The answer I got at that 
time was that they felt it cost too much money. 

Senator Toys. I just asked a few questions here, and I did not 
know that I yielded to my friend from Missouri. 

Senator Syminecton. I am sorry; I yield to the distinguished 
Senator. 

Senator Ture. I have not trespassed on either your time or any- 
body else’s time. 

Senator Syminetron. Let me assure the Senator I want him to 
trespass on my time. 

Senator Ture. I was trying to determine whether any part of the 
amount that was originally in the request for research—— 

Mr. Roperick. $596 million. 

Senator Toye. In answer to Senator Symington’s question, I under- 
stood you to say that we had more than that in the original budget 
for research and development. 

Mr. Ropericx. We had $596 million and when the President’s 
budget came out it was $400 million. 

Senator Tuyr. Was any part of that for the development of new 
rifles? 

Mr. Roperick. I will have to ask General O’Meara. 


PRODUCTION OF NEW RIFLE 


General O’Merara. None of this was for the new rifle which has 
been under development for some years. The development has been 
completed. The only question now is when and how it will be put 
into production. 

This rifle is no longer in the research and development stage and 
no money was in this particular budget for that rifle. It has been 
funded in the past in research and development. 

Senator Tuye. Is there anything in this budget for the procurement 
of the new rifle? 

Mr. Ropericx. I think General O’ Neill can discuss this. 

General O’Neruu. In this budget, we have $5.8 million for the initial 
procurement of the new light machinegun. This new light machinegun 
uses the same ammunition as the rifle referred to by Senator Syming- 
ton, which was a Belgian rifle. We have nothing in the budget for 
next year for the rifle itself. We start with the machineguns first. 

Senator Tuyr. You think that some of the other weapons are more 
important at this time than the rifle from the standpoint of national 
defense? 
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PRIORITY PROCUREMENT OF MACHINEGUNS 


General O’Nertu. That is right and specifically the machinegun. 
Itisamajoradvance. The rifle is what we might call a lesser advance 
and therefore we are putting the priority on the procurement of ma- 
chine guns. 

Senator Toye. Then you do have other weapons that are of greater 
importance than the rifle at this stage? 


FIELD OF MISSILES 


General O’Meara. Yes, sir. We certainly do. Our major effort 
is in the field of missiles. Of course, when we take reductions of the 
order from 596 to 400, of which 372 is the Army’s share of the appro- 
priation, a substantial chunk of that cut must have come out of the 
missile area. 

Senator Toye. That was my understanding, that you are endeavor- 
ing to advance in the missile field. If you were to completely modern- 
ize your army with new rifles, what would the anticipated expense of 
that changeover be? 

General O’Merara. The procurement people will have to testify to 
that. I do not think it was ever contemplated to be done in a single 
year. 

General O’Ner.u. It is now programed over a period of 10 years 
and I do not have a figure on what that would cost. 

Senator THyr. When you speak of a changeover over a period of 
10 years, how would you proceed to make the changeover? Would 
you proceed to acquaint all the troops with the new rifle or would 
you just equip some divisions? 

General O’Neruu. Over that period of time, we would do it by 
echelon. As an example, and this is not the plan but it is an example 
of how we go about it—our first year’s procurement might go to cer- 
tain of our troops here in the United States or to our troops in Europe. 
We do it by training specific groups or echelons at a time. 


FUNDS FOR TEMPORARY DUTY 


Senator ELLeNnpER. This morning I asked about the amount of 
money in operation and maintenance for temporary duty. Do you 
have an answer for that question? 

General Lawton. These are what I would call good estimates as 
we do not keep accounts on temporary duty, the .02 category money 
in the operation and maintenance. Part of that money goes for the 
permanent change of station of civilian personnel, but the figures that 
I have, sir, would give in fiscal year 1956—you wish it for the opera- 
tion and maintenance appropriation only? 

Senator ELLENDER. That is all for temporary duty allowances. 

General Lawron. There is temporary duty in other appropriations 
also. 

In fiscal year 1956 $61.6 million in operation and maintenance; 
fiscal year 1957, 62.1 million, and in fiscal year 1958 we have about 
73.5 million. 

Senator ELLENDER. Could you not effect economy here? 

General Lawton. We are endeavoring to curtail in that area in 
every way we possibly can and have been over the past 2 years. The 
House report a year ago was critical of this area. 
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Senator ELLENDER. You do not seem to have made any progress, 

General Lawton. As a matter of fact, there is a very small increase 
between 1956 and 1957. There is a larger increase between 1957 and 
1958. Of that increase between 1957 and 1958, of about $11 million 
$10 million is due to an administrative transfer from the permanent 
change of station in the MPA appropriation into the operation and 
maintenance appropriation. 

In explanation of that, the practice up to this past year was for 
example, in ordering an officer to go from the United States to an 
overseas station, where, for example, he was going on a MAAG duty. 

He would go for temporary duty to the Language School. Up to 
this past year the temporary duty at the Language School, when he 
was under permanent change of station orders, was all carried in the 
military pay appropriation under permanent change of station which 
was obviously incorrect. 

The temporary duty should have been carried separately and in 
operation and maintenance. So $10 million of the increase can be 
charged to the temporary duty travel that was transferred from the 
military pay appropriation. That makes the differences very slight, 
maybe a million or a million and a half each year. 


TEMPORARY DUTY TRAVEL 


We feel we have made a definite reduction in our temporary duty 
travel when you view the fact that we have had so many increases in 
our rail rates and allowances for temporary duty travel due to the 
increased costs. The number of people actually involved, the number 
of man-days that have actually been involved have been decreased. 

We have put in controls at each station. We have had reports 
from the field as to what methods they have used to reduce temporary 
duty travel. They will vary, but some posts for example will require 
all requests for temporary duty to come through one officer so that 
he can review them. They will require that travel requests are 
reviewed to avoid weekends and holiday layovers where you can reduce 
the number of days of temporary duty travel. We have tried to 
utilize nonduty hours for travel. Rather than a man traveling in 
the daytime, arriving at a place at night, staying overnight and not 
commencing his inspection or whatever job he has to do on the next 
day, travel is performed at night during nonduty hours so that he is 
there in the morning for a full day’s work. 

We have tried to perform travel in Government vehicles or in 
private conveyances when it is more economical to the Government, 
rather than using air or rail. 

We have established a realined geographical boundary to reduce 
time spent in per diem travel and to shorten distances traveled. 
For example, where you have a military district covering certain 
Reserve and National Guard areas, by realining the geograpbical 
areas of the district, we have shortened the distances that some of 
the instructors and inspectors have to travel. 

Serator ELtenper. What you are saying is that there has been 
less travel but at a greater cost. 
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PROBLEM OF RISING 










General Lawton. That is right. I do not believe the travel has 
been reduced a major amount but it has been reduced somewhat. 
We have been reducing the amount of travel, but we are again caught 
in this problem of rising costs which we seem to be hit with every 
ear. That is also true of the permanent change of station travel in 
the MPA appropriation. We have reduced the travel, but our costs 
have gone uv and we require more money. 










PLUSH SEATS FOR HELICOPTERS 





Senator ELtenprer. The second question carried over from this 
morning was the one about the plush seats for 8 helicopters. Is there 
someone here at this time who will be able to answer the questions 
presented this morning? 

General O’Netu. General Yount, the Chief of Transportation will 
answer that. He is a backup witness for me. 
Senator Ellender. I would like to get those answers at this hearing. 












ARK. 





HOSPITAL AT HOT SPRINGS, 





ARMY-NAVY 













The committee has received two letters from Senators McClellan 
and Fulbright of Arkansas indicating their deep interest in the Army- 
Navy Hospital at Hot Springs, Ark. 

I understand that an appropriation to continue the Army-Navy 
Hospital as well as the Murphy General Hospital at Boston, Mass. 
was reinserted in the bills by the House Appropriations Committee 
after the language was deleted from the 1958 bill by the Bureau of 
the Budget. However, on the floor of the House, the language was 
deleted again on a point of order. I would like to ask you, Mr. 
Secretary, do you intend to continue the use of these two hospitals in 
view of what amounts to mandate from the House Appropriations 
Committee to do so. 

Mr. Roperick. I think, Mr. Chairman, that I would like to have 
the Surgeon General of the Army express exactly what his feelings are 
in connection with that question. 

Major General Hays. Our position is that we have no military 
requirement for the continued operation of the hospital at Arkansas. 

Senator ELLENDER. What about the one at Boston? 

Major General Hays. The same thing. 

Senator ELLenpEeR. What does it cost you to maintain the two 
hospitals? 




















MURPHY HOSPITAL, WALTHAM, MASS. 









Major General Hays. The annual operating cost of the Army-Navy 
hospital is $1,731,500 and at Murphy Army Hospital at Waltham, 
Mass., $1,877,500. 

Senator ELLENDER. Can you tell us the number of patients in each 
hospital? 
Major General Hays. Yes, sir. 
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TOTAL BEDS 


Senator ELLenprErR. And also the number of beds. 

Major General Hays. The number of beds at Murphy is 459 
expansable to a little over 500 and the number of beds at Army and 
Navy are about the same. 

The number of patients, of course, varies. At Murphy Hospital 
they have averaged during the last year around 90 patients, 90 
beds occupied; and at Army and Navy, the average bed occupancy 
has been around 70 since last summer. 

Senator ELLEeNpeER. Is lack of patients your reason for wanting to 
dispense with these two hospitals? 

Major General Hays. The situation for the two hospitals is some- 
what different. 

The situation at Murphy Hospital, Waltham, Mass., is that it is 
very close to other military hospitals. It is 28 miles from our hos- 
pital at Fort Devens, Mass. It is 14 miles from the Navy Hospital 
at Chelsea, Mass. Both of these hospitals have sufficient capacity to 
take care of the load at Murphy. 


SITUATION IN ARKANSAS 


The situation at Hot Springs is somewhat different. There are 
no other hospitals close by but we have a very small military popula- 
tion, Army population, in the area. Of course, there is a fairly large 
military post at Camp Chaffee, Ark., over in the corner of the State, 
which is about 120 miles northwest of Hot Springs. 

Aside from that population there at that post, we have about 215 
Army personnel in Little Rock. There are 154 at Pine Bluff, Ark., 
and there are about 200 at Hot Springs. Those people are all a part 
of the hospital staff. 

Senator ELLeENpER. How would you take care of the people in 
Arkansas if you dispensed with that hospital? In Boston where it 
is so close, where you have two hospitals within a stones throw of 
each other, but what about the hospital in Arkansas? 

Major General Hays. There are only 215 people at Little Rock and 
and 154 at Pine Bluff. At Pine Bluff in connection with the arsenal 
there, we operate a dispensary. The Air Force has an airbase dis- 
pensary just outside of Little Rock. 

The Navy has a fairly large hospital at Memphis, which is 130 
miles from Little Rock, Greenville Air Force Base, Greenville, Miss., 
has a relatively small hospital. 

That is about 130 miles from Little Rock and there is also an airbase 
hospital at Barksdale Air Force Base, which is at Shreveport, La., 
which is about 200 miles from Little Rock. 

In addition, to that, in areas where we do not have military hospitals, 
take Des Moines, Iowa, for example, where there are a certain number 
of military people, we have no hospital. The people receive care from 
the civilian professional in civilian hospitals and we pay the bill. 


MEDICAL CARE OF DEPENDENTS 


You also know, Mr. Chairman, that the last Congress enacted the 
so-called medical-care law which provides for the dependents of active- 
duty military personnel in civilian facilities. 
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There are a certain number of people in the immediate vicinity of 
Hot Springs, Ark., who would lose out on this and not be entitled to 
care, and those are the retired people who do not— 

Senator ELLENDER. I had another question to ask you about the 
maintenance costs of these two hospitals. You may say that the cost 
of maintaining the 2 hospitals is about $3% million. 

Major General Hays. That is correct. 

Senator ELLeENpER. As I understand it, you are being asked to 
maintain those two hospitals within your present budget; are you 
not? 

Major General Hays. Yes, sir; they are in the present budget. 


SAVINGS FROM CLOSING HOSPITALS 


Senator ELtenpver. If they were closed would you save $3.5 
million? 

Major General Hays. No. There would be some money saved. 

Senator ELLENDER. How much? 

Major General Hays. After the first year, there would be approxi- 
mately a million dollars a year saved. 

Senator ELLENDER. After the first year? 

Major General Hays. After the first year. In other words, beginning 
in fiscal 1959. 

Senator ELLENDER. What would happen to the $3.5 million? 

Major General Hays. We could not save the entire amount because 
the people who are taken care of now of course would be sent to other 
Si aitale. The ones at Murphy, for instance, would continue to be 
taken care of at other hospitals so there would be that added cost. 
You would not save the whole thing. 


USE OF HOSPITAL BUILDING IN BOSTON 


Senator ELLENDER. What use will you make of the Boston Hospital 
if it is no longer used as a hospital? 

General O’Ner. May I have General Barney speak to that? 

General Barney. In the present structure at Murphy Hospital, 
the Department of the Army would use about four-fifths of the hospital 
itself for the New England division of the Corps of Engineers. 

Senator ELLenpeErR. As an office building? 

General Barney. Yes, sir; office space and laboratory space. The 
remaining fifth is now being used by the Air Force and it is contem- 
plated they would continue to so use it. 

Senator ELLENDER. With so few people in there, would it be possible 
to use part as a hospital and the rest as an office building? 

Major General Hays. That is what we are doing at the present 
time. 

Senator ELLENDER. Is the $3% million solely for the maintenance 
of the hospitals? 

Major General Hays. The three and a half million is the current 
operating cost of both hospitals to the Army. 

Senator ELLENDER. No part is used by the engineers? 

Major General Hays. That is correct. 1 would like to supply for 
the record here the details on the estimated savings on the closure 
of these two hospitals. 

(The information referred to follows: ) 
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Financial aspects of closing Army and Navy hospital and Murphy Army Hospital, 


fo year 1958, based on fiscal year 1957 estimated costs and proposed phase-out 
plan 





Army-Navy Murphy 


(a) Estimated net annual savings resulting from closure: 












































Estimated total operating cost, fiscal year 1957................-..._.- $1, 731, 500 $1, 877, 500 
ESP OUIRIINS GOO. oes a Sn ciddc stacks Stell eda- dencddennacend 1, 073, 500 1, 232, 500 
NT or aoa eee cs nencaie: saiteme ewe 703, 500 735, 500 
PUNGGS CII tr NO WIN oon oc ose bn chen hock cence seane 70, 000 497, 000 
Estimated gross annual savings---_--.--.--.----------------- icadaad 658, 000 645, 000 
Less estimated annual standby costs-_.....---- , nSncéueaene wee 130, 000 130, 000 
Estimated net annual savings... .................-...--..-.. ides 528, 000 515, 000 
(6) Estimated fund requirements, fiscal year 1958: y ae 
Cost of phasing-out hospital operations first quarter fiscal year 1958__ 165, 000 196, 500 
Cost of maintaining in standby status last three quarters fiscal year 
WOR 5 adtsnrn te a : ie 97, 500 97, 500 
Total fiseal year 1958 cost_-____-- rae 5 262, 500 | 294, 000 
(c) Net savings in fiscal year 1958 in anticipation of closure: | 
Estimated gross annual savings ((a) above)-___._--------- aod 658, 000 645, 000 
Less estimated fund requirements fiscal year 1958 ((6) above) __-_--- 262, 500 294, 000 
Wot savings Geoal yoor 10082... 2.8255-5. 0 WAL eee shi oceu. 7 395, 500 | 1 351, 000 








1 The savings in fiscal year 1958 would be largely eliminated by the cost of relocating the New England 
Division, Corps of Engineers; however, this will not affect subsequent annual savings. 


Note.—The above savings would apply to the “‘Operation and maintenance,’”’” Army appropriation, 
OPERATION OF HOSPITALS WITHIN BUDGET 


Senator ELtenpeEr. I want to pinpoint this. If it cost $3.5 million 
to maintain the hospital and you proposed to close them, why can’t 
the entire amount be saved? 

Major General Hays. No. Our estimate is that during the fiscal 
1958, that we would save approximately $746,500, of this amount, 
approximately $351,000 from the Murphy General Hospital would be 
required to relocate the New England Division, Corps of Engineers. 

Senator ELLeNpER. Would you want to take that amount off your 
appropriations and let it go back to the Treasury or would you want 
to retain the whole amount? 

Major General Hays. We would like to apply it against the House 
cut. 

Senator ELLENDER. Do you mean the overall cut? 

Major General Hays. Yes. 

Senator SaALTonsTaLu. That is for both hospitals? 

Major General Hays. Yes, sir, and about a million a year after that 
amount. 

Senator SALTONSTALL. You said to Senator Ellender that it cost 
three million and a half. You meant $1,750,000 for the Boston 
Hospital, did you not? 

Major General Hays. $1,877,500. That includes military pay. 

Senator SaLtronstauu. That is using four-fifths of the hospital and 
the other fifth would be used by the Air Force at the present time? 


CURRENT UTILIZATION OF HOSPITAL 


Major General Hays. With respect to the current utilization of the 
hospital, the hospital has about 250,000 square feet of usable space. 
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Of that 250,000 square feet, 180,000 is being used by the hospital 
and the New England Division is using 20,000 and the Air Force is 
using 50,000. We contemplate if it were closed as a hospital, New 
England Division would use approximately 200,000 and the Air Force 
50,000 which they are now using. 

Senator ELLENDER. I was informed that in anticipation of action by 
Congress you did ask for the $3.5 million necessary to operate these 
two hospitals? 

Major General Hays. We asked for sufficient money to operate. 

Senator ELLeENpER. And that is because you thought Congress 
wou'd make you do it? 

Major General Hays. Because it was in the language of the previ- 
ous appropriation bill. 

Senator ELLenNprER. You did ask for the $3.5 million to keep them 
open? 

Major General Hays. That is correct. 


DEPENDENTS MEDICAL CARE ACT 


Senator ELLENDER. Mr. Secretary, I have one more question. The 
House Appropriations Committee in its report on the Defense bill on 
page 17, discussed one aspect of the Dependents Medical Care Act. 
I understand there is a joint directive issued by the Department of 
Defense which permits free choice of dependents of military personnel 
to utilize either military or civilian hospital facilities. 


COST PER DAY IN CIVILIAN HOSPITALS 


The committee stated in its report that this joint directive should be 
revised at an early date so as not to permit dependents to utilize civil- 
ian medical facilities unless a positive determination is made by 
appropriate authority that military medical and hospital facilities are 
inadequate to take care of these dependents. | understand the Navy 
Department witnesses have testified that use by dependents of civilian 
medical facilities cost the Department $50 a day. There seems to be 
some dispute about this figure. The American Medical Association 
states in a letter | have here that the Department of the Army which 
is the administrative arm of the Department of Defense, I understand, 
and the Bureau of the Budget indicate that the cost for caring for 
patients in civilian hospitals is $34.40 a day. This same source states 
that the Bureau of the Budget estimates the cost for similar care in 
military hospitals at $27.50. 

I would like your comment on these matters first in relation to the 
language in the House report and second in regard to the accuracy of 
the figures just given to you. 

Mr. Roprerick. General Robinson is here for the purpose of answer- 
ing that particular question. 


FREE CHOICE BY DEPENDENTS 


General Ropinson. With regard to the language in the House 
report, | would like to say this, that we believe we are administering 
the program as the Congress meant us to do. We believe that the 
Congress meant to have free choice by the dependents wherever 
they might reside. 
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About 42 percent of all of the business that we have had in the 
dependents medical care program has been for wives and children 
whose husbands are overseas or on a battleship or at least out of the 
United States, or at a station away from his home in the United States. 

With regard to the cost, this program has been in operation just 
6 months, as you know, and we have been unable to run any detailed 
study on any considerable number of cases to determine cost, the 
reason for that being that the physicians’ bills for the early months 
have not reached our office. 


PROGRAM UNDER BLUE CROSS AND BLUE SHIELD 


It is just one of those delays over which we have no control. You 
realize that the program is being operated by local Blue Cross, Blue 
Shield and insurance companies. The bills are all being paid locally, 
and then they come into our office periodically for reimbursement of 
those agencies. We have contracts and arrangements with all these 
different agencies. 

We have been able to take very small samples, something like 10 
cases, and from these 10 cases it does appear that the cost of the 
complete doctors’ bill and the complete hospital bill for cases is going 
to be somewhere in the neighborhood of $50 per patient day. 

Senator ELLENpDER. So the medical association’s figures are correct. 


COST OF MEDICAL CARE 


General Rosinson. I can give you the history of that figure. 

The Bureau of the Budget desired a monthly report of the program, 
and they devised a form that this report would be made upon. And 
the first report was made for the months of December, January, 
February, and March. 

The figure which came out with the method of reporting was $34.40. 
This method is not an accurate one for determination of patient-day 
cost. It could not be with the information at hand. 

I do not know whether the AMA knew it or not, but the next 
month’s report came out approximately $65. Certainly it is not an 
accurate gage, and this is admitted by the Bureau of the Budget and 
by others. Later this figure will be valuable, when more experience 
is on hand. 

Senator ELLENDER. While we are on the subject, is there any dif- 
ference in the cost of medical care between the services since there is 
an understanding of charging $27.50 a day for each patient on a 
reciprocal basis? Do you know whether or not there is a difference 
in the actual cost? 

General Rosinson. I do not know. 

Mr. Ropertck. In answer, there is a big difference between areas 
more than the services. I know that to be a fact. 

Senator ELuenper. Different areas? 

Mr. Roperick. Yes. 

Senator ELLENDER. I would imagine that to be a fact. 

Senator SALTonsTALL. Would the chairman yield for a question? 

Senator ELLENDER. Yes. 

Senator SaALTonsTaLL. As a member of the Armed Services Com- 
mittee, I listened to this discussion originally, and it is my under- 
standing—and I want to confirm it through you or General Hays— 
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that the whole theory of this was to give them a free choice, wherever 
they could do it. 

What the House suggests is that that free choice should be elimi- 
nated on the grounds of that it would save money. There is also the 
question as to whether the military hospitals would be able in some 
instances to give the service required outside of the saving of money. 

General Ronrnson. I think, sir, that that definitely would come 
into it, without any question. 


FREE HOSPITAL CHOICE FOR PREGNANT MOTHERS 


Senator SALTONSTALL. One of the fundamentals of this dependents’ 
benefits was, for instance, to give a pregnant mother who is going to 
have a baby a free choice of hospitals with her own doctor. 

Am I not correct in that? 

General Ropinson. Yes, you are correct. 

Senator SALTONSTALL. So if this was changed, as the House says it 
would be, one of the fundamental backgrounds on which the act was 
based would be changed, would it not? 

General Roxsinson. | think that is correct, without any question. 

Senator ELLENDER. Reverting to the Murphy Hospital, Dr. Hays, 
if the Corps of Engineers took over the hospital, how many people 
would be employed there? 

General Hays. General Barney has that, I think. 

General Barney. I would have to furnish that for the record, but it 
is about 500 or 600. 

(The information referred to follows:) 


MURPHY ARMY HOSPITAL 


The Corps of Engineers would employ approximately 1,050 people and vhe Air 
Force estimates that its current force of 134 would increase to approximately 450 
by February 1959—a combined occupancy approximating 1,500. 

General Barney. Yes, by the Corps of Engineers that is. 

Senator ELLENDER. How much rent would be saved, if any? 

General Barney. They are now paying rent in downtown Boston 
on space of $193,000 a year. 

Senator ELLENDER. $193,000? 

General Barney. Yes. 

Senator ELLENDER. To what extent would this increase the 
efficiency of the Corps of Engineers? 

General Barney. As an operation, I do not think it would increase 
the efficiency. 

Senator ELLENDER. It would not? 

General Barney. I do not think so. 

Senator ELLtzenper. All right, are there any further questions? 

Senator DworsHak. Mr. Chairman. 

Senator ELLENDER. Yes, Senator Dworshak. 


RESEARCH AND DEVELOPMENT 


Senator DworsHak. Mr. Secretary, a reference was made awhile 
ago, to the fact that the major part of the research and development 
fund was used for missiles. 
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Is there any danger in that that might be eliminated, or is that 
program coordinated completely with missile research with the other 
services? 

Mr. Ropericx. I know from that question being asked of Mr. 
Wilson, that that is completely coordinated, but I would like to haye 
General O’Meara tell you his opinion of it. 

Senator DworsHak. I would like to know to what extent the cut by 
the House would adversely affect your research. : 

General O’Muara. You are talking about the $8 million of the 
$372 million? 

Senator DworsHak. Yes. 

General O’Mrara. Yes. The facts of the case are that for the 
past 3 years to my knowledge, the Army research and development 
program has been kept to a very minimum level, and in order to 
make the necessary progress in some very high priorities—for instance, 
the -missile area—those areas have received major funding emphasis. 

We have made gratifying progress. However, we have had to cut 
our other programs very substantially. We have made much less 
than the progress which we should make in those other areas. We 
have not made all the progress we should have made. 

Senator DworsHak. What other areas do you refer to? 

General O’Merara. Ground mobility, air mobility, Army ve- 
hicles—we have lumped our atomic weapons with the missile programs 
themselves, with which they are very closely related, and we have 
made every effort to put every nickel we can into those two programs. 


EFFECT OF HOUSE CUT 


The effect of the House’s cut must be that it comes from the areas 
in which we do have major funds now. 

For instance, if we go back to our mobility program, we have al- 
ready cut it, so heavily, that you practically kill it if you cut it any 
more. 

The $8 million will affect our missile development, particularly the 
research which will give us the long-term gains in the missile program. 

As I mentioned this morning, one of our most remunerative pro- 
grams—and this has benefited the civilian population just as well as 
the military—have been our medical research. We have had great 
advances in that field. We feel it is a high-payoff program. 

If we have to take this cutoff, we are simply going to have to get 
into that program also. 

ATOMIC WARHEADS 


om Dworsnak. How about atomic warheads? Will it get into 
that? 

General O’Meara. Yes, sir. The $8 million will not affect the 
development of any specific atomic warheads. It will have an effect 
on some of the testing programs and will stretch out the rate of develop- 
ment. The money will not be taken from any warhead program in 
and of itself. 

Senator Dworsuak. I know that research is a tedious process, but 
it seems to me—and I am not posing as an expert—that very little 
progress is made along research and development lines for these new 
scientific uses of missiles and atomic energy. Do you feel that research 
is doing the kind of a job it should? 
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Of course, that is rather an unfair question to ask you, but it seems 
to me, as a layman, frequently one wonders whether we are getting 
the progress we deserve and whether we are getting the weapons we 
should have. Nobody denies that we should make progress to keep 
up with the rest of the world. 


PROGRESS OF MISSILE PROGRAM 


General O’Meara. Senator, I think it is a very fair question. We 
have made great strides forward in the missiles, particularly the 
surface-to-air missiles. We have not made the progress we would 
have had we forwarded these programs at the full capacity of the 
scientists who were working on these projects. One of the odd things, 
of which you implied in your question, is we know that the Russians 
are making very great technological progress. We know what they 
have done in aircraft; we know what they have done in atomic pro- 
grams; and we have to assume they can make great progress in the 
missile field, too. 

Senator DworsHak. If we should be forced to go to war in the 
1960’s, we would do so with the weapons we have now, and the 
combat force in the 1960’s will be limited by our action in 1957. 

The implication of that is that we are projecting 4 or 5 years into 
the future any specific or tangible results from this research which is 
in progress now and which it is proposed to cut. It seems to me that, 
without knowing too much about scientific research, we are not making 
very rapid strides in that direction. 

General O'Meara. It depends on what your standards of com- 
parison are. If you compare where we stand now in the missile pro- 
gram as against where we were in 1945, we have made really remark- 
able progress. If you compare where we are now as to where we might 
be if we had forwarded these programs more fully for the last 4 years, 
it is a disappointing record. 

Senator Dworsnak. Is it the lack of atomic funds with which to 
carry on this research, or is it the lack of effective scientific judgment, 
which is largely responsible for the failure to achieve greater progress? 

General O'Meara. We have the scientific talent to make greater 
progress if more funds had been applied to the program. 


RESERVE TRAINING PROGRAM 


Senator Dworsuak. Thank you. Now one more question. 

Mr. Secretary, you referred to the Army’s training base with 1,000 
in training, and with particular reference to the Reserve training and 
the implications of the House reduction of $150 million in “Operation 
and maintenance”’ appropriation, you make some very pertinent and 
alarming comments as to the possibility of reduction in this Reserve 
training program. What would you then do in respect to that Reserve 
training program if you do not get the large part of the House cut 
restored? 

Mr. Roperick. Senator, I made statements on that this morning, 
but I think you want more detailed information from us, and I think 
that General Booth is here and he might have some more. 

General Boorn. No; I have no more than I gave this morning. 

Mr. Roprricx. General Theimer. 


92576—57——42 
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General THEermer. What I think that refers primarily to is the 
standard of support of the program. Much of this money is actually 
not in the program of which I am the director, but it is the support of 
those programs. It applies in large part to the impact of the reduction 
that we feel we have to take in 20,000 civilians. 

Senator ELLENDER. When you say “civilians”? you mean civilian 
trainees or employees? 

General THermer. I mean employees. 

Senator ELLENDER. Where would reductions be made? 

General Turrmer. Precisely where they came from; we, of course, 
would have to determine. I cannot say that we would take these 
people out of any particular installations and out of the headquarters, 
They would come, I think it would be pretty fair to assume, across 
the board. It would follow up and show up in barracks maintenance, 
and not getting the areas in which these trainees would train in the 
first-class condition, upkeep of roads, and reduced maintenance and 
upkeep of the weapons with which they trained, reduced maintenance 
of the ranges and so on throughout the program, with very unfortunate 
results, so far as the RFA trainee is concerned, as well as the Reserve. 

Senator Dworsnak. I cannot see that, exactly. I am a strong 
proponent of our civilian Reserve. I question that if you get the 
sizable reduction here, you are planning to reduce your number of 
Reserves. Is that a logical action to take? 

General Tuermer. This would be the support or nonsupport of our 
training program, as far as the effect on the installations themselves 
is concerned. They would not be closed immediately. The number 
of trainees which the installations could handle would not be reduced 
immediately. It is primarily in the field of support all the way along, 
which is really quite considerable, as I say, not only in barracks but in 
ranges and training equipment and the entire training phase. 

Senator DworsHak. Would that be throughout the year, or would 
that merely affect their going to summer camp? 

General THermer. It would happen throughout the year, but pri- 
marily in the summer when the largest load is present. 


IMPACT OF REDUCTION ON 6-MONTH PROGRAM 


As you are aware, the response to the RFA program, the 6-month 
program, has been very good, and we have already seen a greatly in- 
creased load come in. 

Senator Dworsnak. The Secretary said one of the most serious 
implications of the House reductions would be this probable result. 

Just assume that you do not get any of that restored, or a very 
small part of it restored in the operations and maintenance appropria- 
tion. 

Does that necessarily mean that you have no latitude, and you have 
got to pick out that particular reserve program and make over what 
is given there? 

General THermer. It would have an impact on the RFA program 
in any event. As to just exactly how it was taken and just what 
manner and what installations, I could not precisely say until we have 
seen the results of what Congress does with regard to the appropria- 
tions, and we had had an opportunity to study it in detail. 

Senator DworsHak. Would operations and maintenance involve 
much less in the reserve training program; if you had your cut in 
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the budget and you actually had to curtail operations, could it not 
be done with less severe or adverse effects elsewhere than in the 
training program? Do you not consider that as a possibility? 
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REPLACEMENT OF CIVILIAN WITH MILITARY PERSONNEL 






General THEermer. It would have an impact in other areas, as well, 
Senator. 

For example, Secretary Roderick pointed out this morning that in 
an attempt to maintain this training at this level, we would probably 
have te use military personnel to replace the civilian personnel. 

This has an unfavorable impact at the time. Military personnel 
are not trained—— 

Senator DworsHak. Are you talking about housekeeping? 

General Tuermer. I am talking about support of the trainee pro- 
gram, both the active Army and the RFA program. 

- Senator DworsHak. What effect would this Reserve program have, 
how would it be affected as to the weekly troops that many of these 
Reserve personnel take? Would that be affected in such a reduction? 

General THermer. Yes, for example there would be undoubtedly 
a larger number of dead-lined vehicles because of the impact on 
maintenance and roads that needed repair, and possibly unusable in 
some cases. 

Ranges would not be kept up. To just what degree, what effect 
it would have, of course, it would be hard to say. 





















EFFECT ON SUMMER ENCAMPMENTS 






Senator DworsHak. Would you be more specific? Would this 
reduction affect Reserves primarily at their summer encampments or 
would it affect their weekly operations in their homes? 

General THermer. It would affect them both. 

General Lawton. I believe it would affect them more in the summer 
encampments and in the training of these 6-month trainees. 

It would affect not only the barracks and the camps they live in, 
but they would be affected by the lower rebuild and maintenance of 
equipment that is used in training—weapons, vehicles, equipment 
which would be reduced to an inadequate level. 

One of the big problems we have had in the Organized Reserve 
program, as I believe you are well aware, is the fact that these units 
have not been large enough, and have not had enough enlisted men 
in them to warrant giving them any large quantities of equipment 
to train with. 

It was primarily an officers’ corps, but now that they are having 
more enlisted men joining, they are approaching the unit strength 
level of the National Guard. 




















ISSUANCE OF EQUIPMENT TO RESERVE UNITS 









One of the items we had in our budget was the issuance of a larger 
amount of equipment to the Reserve units. The reduction of the 
“Operation and maintenance” account will be a reduction in equip- 
ment for them. That will be the impact. 
Senator DworsHak. What is your appropriation for that account? 
General THermer. $3,250 million. We had asked for $3,450 
million. 
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Senator Dworsnax. Without knowing all the details, it would 
seem to me that you could find some places to take that cut without 
affecting your Reserves. 

It seems to me that ought to be the last place where you apply any 
operation and Maintenance reduction. 

General Tuermmer. We have tried to limit our reductions in that 
program to the minimum which is necessary as we go through the 
programs to maintain balance in all of them. 

I think the proposals are no greater than or as great as the cut 
would require. It will have impact all across the board. 

Senator Dworsnak. I appreciate that, and I think you people 
responsible for these programs appreciate the need for proper and 
integrated work and implementation; but I certainly would like to 
stress that there are some psychological potentialities involved there 
if you are going to disrupt or discourage to any great extent this field 
of activity. If you do so, you are going to face a great difficulty with 
respect to public opinion, and I hope you realize that, Mr. Secretary. 

Mr. Roperick. Senator, we could not agree with you more. $150 
million will really affect some of the things which are absorbed. 


WITHDRAWAL OF ANTIAIRCRAFT UNITS FROM ENGLAND 


(See pp. 117, 327, 602, and 604.) 


Senator ELLtenpeEr. I should like to present forthe record at this 
time a chronological statement on the withdrawal of the United States 
Army antiaircraft and engineer units from the United Kingdom, and 
without objection that will be inserted in the record at this point. 

(The document referred to follows:) 


CHRONOLOGICAL STATEMENT ON THE WITHDRAWAL OF UNITED StTares ARMY 
ANTIAIRCRAFT AND ENGINEER Units From THE UNITED KINGpoM 


1. In compliance with a request of the Chief of Staff, United States Air Force, 
and pursuant to a mission assigned the Army by the Joint Chiefs of Staff, the 
Army in 1950 deployed four antiaircraft battalions to the United Kingdom for the 
protection of United States Air Force combat units. These units, comprising the 
32d AAA Brigade, were modernized in 1954 when they were equipped with 75- 
millimeter guns (Skysweepers) with integrally mounted fire-control radars. 
Three Engineer Heavy Construction Battalions were deployed to Europe in 1950 
to provide engineer construction support for the United States Air Force bases in 
England. The responsibility for providing this support was assigned to the 
Army by the Department of Defense. 

2. In March 1956, the Commander in Chief, United States Army Europe, 
asked for authority to inactivate the 32d AAA Brigade in England so that its 
personnel authorization would be available to him for other units which he con- 
sidered necessary to meet the ground threat in central Europe. This authority 
was not granted by the Department of the Army. 

3. During a visit to England in May 1956, General Taylor, United States Army 
Chief of Staff, expressed his doubts to certain British officials as to the usefulness 
of the 32d AAA Brigade. The views of these officials on this subject were taken 
into consideration by the Department of the Army in its letter of June 8, 1956, 
refusing a subsequent request made by the Commander in Chief, United States 
Army Europe, to inactivate the brigade. However, the Chief of Staff, United 
States Army, also informed the Commander in Chief, United States Army Europe, 
that the matter would be kept under continual review. 

4. On August 16, 1956, the Vice Chief of Staff, United States Air Force, re- 
uested the withdrawal of the Skysweeper units. The Army informed the Air 
orce on September 19, 1956, that the Army could not take immediate unilateral 

action to withdraw the units from the United Kingdom without approval of the 
Joint Chiefs of Staff or the Secretary of Defense. However, planning was ini- 
tiated to program their withdrawal by June 1957 pending final decision. 
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5. On January 29, 1957, the Secretary of Defense, in a memorandum to the 
Secretaries of the Army and Air Force, cited agreement at the Armed Forces 
Policy Council meeting of January 23, 1957, that the situation was favorable for 
the withdrawal from the United Kingdom of the Army aviation construction 
engineer and Army antiaircraft units. The Secretary of Defense requested that 
action be initiated to withdraw these units and their personnel from the United 
Kingdom by June 30, 1957, with the understanding that a small contingent of 
the aviation construction engineers might be continued up to December 31, 1957, 
jn the event that the Air Force encounters difficulty in securing civilian contract 
replacements. 

On April 17, 1957, in a memorandum for the Secretary of Defense, the Secretary 
of the Army requested that the Army be authorized to extend the June 30, 1957, 
withdrawal deadline for Army construction engineer units to October 30, 1957. He 
stated that the four antiaircraft battalions in the United Kingdom will be inacti- 
vated and proposed deployment of the 32d AAA Brigade Headquarters and Head- 
quarters Battery, with an operating detachment, to the European Continent. The 
Secretary of the Army stated that the Commander in Chief, United States 
European Command, proposed to move the Army aviation construction engineer 
units from the United Kingdom to the European Continent, with a target date 
for completion of the move of October 1957. The Secretary of the Army requested 
approval of this phased movement of engineer units, and that the Department of 
the Army be notified of the Secretary of Defense’s decision as soon as possible. 

On April 25, 1957, the Deputy Secretary of Defense, in a memorandum to the 
Secretary of the Army, approved the extension of the deadline date for the 
withdrawal of aviation construction engineer units from the United Kingdom to 
October 30, 1957. He stated that the withdrawal of construction engineer units 
from the United Kingdom was in accordance with the continuing policy of effecting 
wherever possible, reduction in the numbers of support and administrative 
personnel assigned overseas. 

The Deputy Secretary of Defense authorized the retention on the European 
continent of 2 of the 3 engineer battalions stationed in England until the end of 
fiscal year 1958, if the Secretary of the Army found, after further communication 
with USCINCEUR, that such use is really the most economical way of handling 
the jobs. The Deputy Secretary of Defense stated a strong preference that such 
work be done by a local contractor if at all possible, and that the units be returned 
directly to the United States from the United Kingdom. 

Within the limitations stated in this memorandum, the Deputy Secretary of 
Defense authorized the Secretary of the Army to handle this matter in the manner 
most suitable to the Army’s needs. 

6. In accordance with the provisions of the memorandums cited in paragraph 
5, units and personnel of the antiaircraft battalions and the engineer battalions 
are being withdrawn by the Army from the United Kingdom according to the 
following plan: 


(a) Antiaircraft battalions 


(1) The four antiaircraft battalions are being inactivated in June 1957. Per- 
sonnel are leaving the United Kingdom in May and June 1957. Personnel in the 
units being inactivated are being reassigned, according to their military specialty, 
to units in the United States or in Europe, depending upon the length of time 
remaining on their normal overseas tour. 

(2) The brigade headquarters (control organization) is being moved to the 
European continent in June to control United States antiaircraft units in Europe. 


(b) Enaineer batialions 


(1) One engineer battalion is scheduled for inactivation upon completion of 
current projects in the United Kingdom, which are to be completed in October 
1957. Upon inactivation of the battalion, personnel will be reassigned according 
to their military specialty to units in the United States or in Europe, depending 
upon the length of time remaining on their normal overseas tour. 

(2) In accordance with the provisions of the April 25, 1957, memorandum from 
the Deputy Secretary of Defense, the Department of the Army determined that 
the remaining two engineer battalions should be stationed on the European conti- 
nent. Accordingly, one engineer battalion will be moved from the United King- 
dom to the European continent in June 1957 and the second battalion in July 
1957. The two battalions will be engaged in heavy construction work similar to 
that in which they were engaged in England. 
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NATIONAL GUARD PROGRAM 


Senator ELuenper. I think that document is very important and | 
think it is extremely important that it has been declassified. 

General Moore. Certain references were deleted. 

Senator ELLENpDER. Thank you, sir. 

Senator Toye. Mr. Chairman, before you proceed to Genera] 
Lawton I would like to ask of Secretary Roderick just a question or 
two about our National Guard program. I note that in the fiscal year 
1957 the National Guard had $320,160,000. The budget request was 
for $320 million only and the House allowed the amount. 

If the 1957 appropriation is reduced by $160,000 in fiscal year 1958, 
what will you do to the number that you will have in your National 
Guard? 

General Lawron. Here he is. 

Senator Tuyr. I know he is here. I wanted to ask the question 
before he leaves—and it looked like he might be leaving. 

Mr. Roperick. No, sir. 

Senator Toye. It seems to me that we are reducing our National 
Guard right at a time when we are reducing our enlistments. How 
many men can we expect to retain in the National Guard if we reduce 
appropriations? 

Mr. Roperick. I assure you it is not our desire to reduce the Na- 
tional Guard at all. However, funds will only go so far, and you say 
you have heard my statement and the statements of the others. We 
are all here for an interchange of ideas with you. That is why we 
are all here, to stay until you have heard all of them. 

Senator Tuyr. If someone else will cover this subject later, I will 
defer the matter until then. 

General Lawton. We will discuss in detail by appropriation each 
one of these accounts. I might say that that $160,000 was not a 
reduction by the House. 

Senator Tuyn. No, your 1958 budget request is $162,000 less than 
the amount appropriated for 1957. 

General Lawton. That is correct. 

Senator Toys. Yes, sir. I am wondering whether you can operate 
with $162,000 less and still maintain the schedule of enlistments in 
es program for the National Guard that, in my opinion, you should 

ave. 

General Lawton. May I just make one statement on that, and then 
we will cover it in detail when we get to it on the program. 

Senator Tuyr. You will explain the obligation for 1957, will you 
not? 

General Lawton. We only expect to obligate a part of that which 
was appropriated for 1957, so that the program in 1958 actually will 
be about $10 million greater than we will use in fiscal year 1957. 

Senator Ture. In other words, you did not use all that was made 
available to you in 1957? 

General Lawton. That is correct. The program did not get 
started on schedule at the beginning of the year. We will not be 
using all the $320 million that was appropriated in 1957. Ten million 
dollars of that will not be used, and will expire, so that we will actually, 
you might say, expand the program by $10 million in fiscal year 1958 
over fiscal year 1957. 
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Senator Tuyr. Then in the amount of money that was made 
available to you in 1957, how much was used? 

General Lawron. We expect to use $310 million. That is our 
estimate of what we will use by the 30th of this June. 

Senator SatronsTaALL. And also, Mr. Chairman, there—would the 
Senator yield? 

Senator THyx. Yes. 

Senator SALTONSTALL. As I understand, Senator, Secretary Brucker 
testified to us upstairs in the caucas room that there was an $8 million 
carryover into this fiscal year in National Guard funds; is that correct? 


AUTHORIZATION OF USE OF UNOBLIGATED BALANCES 


General Lawron. No, sir; that is l-year money. That is not 
carried over. I believe Mr. Brucker made the statement that if the 
committee desired to be of assistance in this National Guard program, 
that it would be helpful, due to the large numbers of 6-month trainees, 
if the committee would authorize the carryover of the unobligated 
balances. 

Senator SALTONSTALL. This is now marked $8 million in the 
National Guard? 

General Lawton. No, sir, $10 million. 


RETIRED PAY 


Senator Satronstatut. Mr. Chairman, may I ask for a statement, 
not now, but is there anybody here in the Army that is ready to testify 
or give us the figures on the retired pay request of $555 million by the 


Department of Defense. 

General Lawton. That isin the Department of Defense appropriation. 

Senator SALTONSTALL. If not, I would like to ask General Moore 
if he will get for us before tomorrow or the day after tomorrow the 
best source they can for an estimate and give us that information. 
With your accuracy in estimates and the experience in the past in 
the many data that you give these committees, [ am sure that you 
can get up something like that that will be reasonably accurate. 

General Moore. I will do that, Mr. Chairman. 

Senator SALTonsTaALL. That figure, Mr. Chairman, is the retired 
pay, and the figure I have is $555 million. 

Senator ELLenDER. Would that be classified information? 

General Moore. No, sir; there is no security classification on that. 

Senator ELLENDER. No; I mean classified as to the regulars. 

General Moors. Oh, broken down; yes, sir. 

Mr. Ropericx. Mr. Chairman and Senator Saltonstall, I imagine 
what you mean is by Defense appropriation. Is that what you mean? 

Senator SaLTonsTALL. Yes, sir. 

(The information referred to appears on p. 1560.) 

Senator ELLENDER. General Lawton, you may proceed. 


STATEMENT OF GENERAL LAWTON 


General Lawton. Mr. Chairman and gentlemen, I am pleased to 
have the opportunity to appear again before this committee and to 
initiate the detailed presentation of the Department of the Army 
budget for fiscal year 1958. 


It is my purpose to highlight the Army’s budget for fiscal year 1958. 
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In subsequent sessions we will bring before you Army representa- 
tives who will provide you with such detailed information as may be 
desired; therefore, I do not expect to enter into details which are 
within their province. 


THE ARMY'S BUDGET FOR FISCAL YEAR 1958 


In their appearances before the committee, the Secretary of the 
Army and the Chief of Staff discussed in general terms the Army’s 
fiscal year 1958 policies which form the basis for the fiscal year 1958 
fund request presented today. 

I would like to call one item to your attention. The budget totals 
presented at this time includes the “Military construction, Army,” 
and “Military construction, Army Reserve Forces’ appropriations, 
even though the actual fund requests will be presented in the annual 
public works appropriation legislation. The purpose of this is to 
provide the committee, for comparative purposes, with a complete 
picture of the Army fiscal year 1958 budget request. 

As indicated on the first chart attached to my statement and 
including “Military Construction, Army,” and “Military Construc- 
tion, Army Reserve Forces,” the fiscal year 1958 direct obligations 
budget estimate of $9.712 billion is $23 million less than the fiscal 
year 1957 revised requirements of $9.735 billion. This is generally 
in keeping with the average strengths supported for these 2 fiscal 
years, 997,000 man-years in fiscal year 1958 as compared to 999,800 
in fiscal year 1957. 

The finance this direct obligational program, the Army is requesting 
new obligational authority of $7.857 billion, based on the transfers 
and recessions as passed by the House of Representatives. If the 
new obligational authority for “Military Construction, Army,’ and 
“Military Construction, Army Reserve Forces’’ is excluded, this total 
becomes $7.430 billion. 


MILITARY PERSONNEL, ARMY 


The ‘Military Personnel, Army,” appropriation fiscal year 1958 
estimate of $3.549 billion is $49 million below the fiscal year 1957 
1957 requirements of $3.598 billion. This appropriation provides 
primarily for pay, allowances, clothing, subsistence, and permanent 
change of station travel of military personnel, as well as funds for 
the pay of cadets at the Military Academy. 

The request of $3.549 billion in direct obligations for fiscal year 
1958 will support an average strength of 997,000. The funds required 
for pay and allowances, individual clothing, subsistence, movements, 
permanent change of station, and other miscellaneous personnel costs 
account for approximately 36 percent of the Army’s direct obligations 
planned for fiscal year 1958. 

In MPA our man-year requirements are down only 2,800 and our 
dollar requests are on the order of $49 million less than fiscal year 1957; 
however, the following must be considered: (1) That the fiscal year 
1957 amount was so marginal that we required a supplemental appro- 
priation of $27.4 million; and (2) that we have to pay, in fiscal year 
1958, the Government’s survivor’s benefit contribution for a full year 
as compared to only a half year in 1957—an increase of $21 million 
in fiscal year 1958 as compared to fiscal year 1957. 
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It can be seen, therefore, that there are no excess funds being re- 
quested in this appropriation. 









OPERATION AND MAINTENANCE 







The “Operation and maintenance’’ appropriation, composed of 
eight budget programs, is the second largest in terms of direct obliga- 
tions. 

The programs within this appropriation vary considerably in scope 
and content and, when taken together, provide funds primarily for 
the day-to-day operations of the Army. 

The estimate of funds required in this appropriation are closely 
related to the strength and deployment of the Army, the numbers and 
types of combat and support units to be maintained, and the size and 
extent of the basic establishment; that is, the number of posts, camps, 
stations, and other installations. 

The revised “Operation and maintenance” appropriation estimate 
of $3.396 billion is roughly 35 percent of the total proposed fiscal year 
1958 direct obligational program. 

The fiscal year 1958 request in the appropriation is $257 million 
more than fiscal year 1957 as shown in the President’s budget, but 
to the latter amount must be added the $34 million in Deutschemarks 
for the period May 6, to June 30, 1957. 

Therefore, taking into account the fact that the difference in the 
comparative figures is only $223 million, and that the Army has 
increased requirements totaling $315 million, it must be realized that 
not only is the amount requested for this appropriation lean, but 
stringent economies must be invoked at all echelons, if the Army is 
to live and maintain itself at its present operating and living standards. 

I will discuss this subject again when I make my opening remarks 
at the beginning of the operation and maintenance appropriations 
justifications, at which time I will introduce a list of $315 million of 
increases, about $270 million worth of which are not in any way sub- 
ject to the Army’s control. They are caused by legislation or pro- 

rams directed by higher authority over which we are able to exercise 
ittle or no control. 

(The list referred to appears on p. 719.) 

































PROCUREMENT AND PRODUCTION 







The direct obligational estimate for the procurement and production 
appropriation is approximately 12 percent less in fiscal year 1958 than 
in fiseal year 1957. 

The fiscal year 1958 estimate reflects the requirements of the Army’s 
materiel program for the budget year. This program, together with 
those of prior years, is to provide the programed forces, both active 
and reserve, with authorized initial equipment, necessary replacement 
equipment, and training ammunition. 

The direct obligational program requested is about $1.394 billion 
and consists of $1.194 billion of appropriated funds and $200 million 
of reimbursements anticipated from sales to other customers and used 
for the replacement of items sold out of Army stocks. 

Subsequent to last year’s hearings, the Bureau of the Budget 
changed the method of presenting procurement and production 
budget estimates effective for fiscal year 1958. On the basis that the 
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estimated reimbursable obligations, representing use of funds gen. 
erated by sales from stock not to be replaced in kind, are considered 
by the Budget Bureau to be a direct asset to the Army, they are 
included in direct obligations. 

The fiscal year 1958 estimate continues to place emphasis on the 
procurement of guided missiles and related equipment which repre- 
sent approximately one-half of the requested obligational program. 

Senator SALTONSTALL. Are you going to go into detail on that? 

_ General Lawton. Yes, sir; we will when discussing this appropria- 
tion. 
RESEARCH AND DEVELOPMENT 


The research and development program supports the Army’s stra- 
tegic and tactical objectives by exploiting our Nation's technological 
strengths so as to place superior weapons and equipment in the hands 
of American fighting men. 

Since a part of the answer to an enemy force superior in numbers 
is superiority of equipment, it is necessary that the research and de- 
velopment effort be conducted at a level which will meet this vital 
objective. 

The fiscal year 1958 direct obligations requested for this appropria- 
tion is $400 million, of which approximately $372 million is for the 
Army’s research and development program. The remainder, $28 
million, is for the support of joint activities justified by the Depart- 
ment of Defense. 

THE ARMY RESERVE FORCES 


The next three appropriations, ‘Army National Guard, Reserve 
personnel, Army,” and “Military construction, Army Reserve forces,” 
support the Reserve components of the Army. 

The fiscal year 1957 Army National Guard program provided for 
an average strength of 407,600 with an end strength of 425,000. 

A review of the program accomplishments and projections for the 
remainder of fiscal year 1957 resulted in the establishment of a revised 
average strength of 412,700 with an end strength of 425,000. 

The fiscal year 1957 Army Reserve program provided for an average 
strength of 256,600 in drill pay status. Because actual beginning 
strength of fiscal year 1957 was 197,340, or 17,715 less than that 
programed, the average strength for fiscal year 1957 was adjusted 
downard to 226,200. 

T will not take up Military construction, Army Reserve forces at 
this time, as action on the appropriation request was deferred by the 
House of Representatives in their appropriation bill. It will be dis- 
cussed at a later date in connection with the supplemental appropria- 
tion bill for public works construction. 

The total funds requested for the Reserve forces of the Army (three 
appropriations), of $582 million will support an average strength of 
the National Guard of 400,000 man-years, an average strength in pay 
status of the United States Army Reserve of 276,000 man-years, and 
an average strength in the ROTC senior division of 136,533 man- 
years. I will not take up “Military construction, Army”’ at this time, 
as the appropriation request has not yet been forwarded to this 
committee. 

The remaining appropriations, “Operation and maintenance, Alaska 
communication system,” ‘Construction, Alaska communication sys- 
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tem’; and “‘Promotion.of rifle practice’ are small, yet support im- 
rtant missions assigned to the Army. The total funds requested 
for these three appropriations are about $6 million. 

I would now like to submit to the committee for insertion in the 
record the Army’s reclama on the House action on the President’s 
budget, that is, our requested amendments to the amounts in the 
House bill. 

Senator ELLENDER. They may be inserted in the record at appro- 
priate places. 


REDUCTIONS BY THE HOUSE OF REPRESENTATIVES 


General Lawton. On May 29 the House of Representatives, in 
their action on the Department of Defense budget for fiscal year 
1958, reduced the Army’s budget request a total of $1,225,575,000. 
There was an additional $55 million for the military Reserve con- 
struction which was dropped out. This was deferred. 

Of this amount, $400 million is to be replaced by transferring a 
like amount to the ‘‘Military personnel’’ appropriation from the 
surplus funds of the Army stock and industrial funds. 

A $10 million reduction in the ‘‘Reserve personnel, Army’’ appro- 
priation is to be replaced from the unobligated funds in this appro- 
priation in fiscal year 1957. 

The reduction of $516 million in unobligated carryover into fiscal 
year 1959 in the ‘Procurement and production” appropriation does 
not represent a decrease in the Army’s fiscal year 1958 program, and 
$104.8 million represents deutschemark equivalent in the “Operation 
and maintenance” appropriation for which we are negotiating with 
the Federal Republic of Germany at the present time. Thus, the 
net reduction in Army programs is $194,775,000. This net reduction 
is of vital concern to the Army. 

ae Army is one of the few departments seeking less funds for fiscal 

ear 1958 than programed for obligation in fisc ‘al year 1957. 

E Demamaative direct obligation figures for the past 3 years are: 
Fiscal year 1956, $9.877 billion: fiscal year 1957, $9.735 billion; fiscal 
year 1958, $9.712 billion. 

Therefore, the fiscal year 1958 request is $165 million less than in 
fiscal year 1956 and $23 million less than in fiscal year 1957. The 
Army is also one of the few departments showing a consistent decrease 
in civilian personnel hire. 

The record demonstrates a reduction in civilian strength in support 
of military functions each year for the past 5 years from $542,545 at 
the end of fiscal year 1953 to a projected 404,127 at the end of fiscal 
vear 1958. 

[ would now like to submit to the committee at this time a formal 
[reclama] for the ‘Military personnel, Army” appropriation. The 1958 
estimate was $3,549 million. The House floor action reduced that to 
$3,113 million, a reduction of $36 million net, as $400 million is trans- 
ferred into this appropriation from stock and industrial funds. 

(The document referred to follows:) 
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Mruitary PERSONNEL, ARMY 


(P. 5, line 17) 


I a i tiie wae ics and wel eee gi b'vas ws mcheile 1 $3, 594, 148, 000 
NE on nny eae wera athe eda hon orem chasm eee 3, 549, 000, 000 
er rmnmnuetir. 217 00 re OEE Or) SIG WI 997. 2 3, 113, 000, 000 
NING O50 a ou a Peale cis bb cabebutcks 3; 113, 000, 000 


1 This amount includes the $27,444,000 which was included in the third supplemental appropriation bil 
passed by the Senate. 


(House hearings, p. 171) 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 5, line 17, strike out ‘$3,113,000,000” and insert in lieu thereof 
“‘$3,149,000,000” an increase of $36 million over the House-approved amount, 
In addition, there is also language authorizing transfer of $350 million from the 
Army stock fund and $50 million from the Army industrial fund, which when 
added to the recommended amendment is the amount of the estimate. 


EFFECT OF PROPOSED AMENDMENT 


* The proposed amendment would provide the Army sufficient funds to defray 
the estimated obligations incident to reenlistment allowance payments and de- 
pendents allowances. It would permit the Army te train an adequate number of 
pilots, to execute necessary permanent change of station movements, and to 
maintain the projected military strength essential to the accomplishment of its 
mission. 
HOUSE COMMITTEE REPORT 

“Military personnel 

“This appropriation provides funds for pay and allowances of military per- 
sonnel, individual clothing of enlisted personnel, subsistence, movement of person- 
nel on permanent change of station, and other budget items related to personnel. 
The estimated requirements are based on the strength, composition, and deploy- 
ment of forces. The following tabulation shows the actual and projected strength 
for the Army for the period covered by this bill. 


Military personnel strengths 


| Thousands] 





a 





| Actualstrength | Projected strength 
| | 
ry a ee Se sk 6 datate Bice o 
| June 30, 1957 | Average strength 
| | ee es 2ks 3 Se a 
| June 30, | Dec. 31, | | 
| 1956 | 1956 | Original| Esti- | 
| 1957 mate in | June 30, | Fiscal_| Fiscal 
| estimate | present 1958 year 1957 | year 1958 
budget | 
Sa a | ; ae errr | cms 
Officers. __- | MZe 117.2| 115.6 110; 1106! 116.7} 110.0 
Enlisted ____- | 905.4 871.7 | 927.9 887. 2 887.4 880. 8 884.5 
|— - _ acai wnnaactiitat a —_—_—_——|— a 
Subtotal } 1,023.2 988. 9 1, 043. 5 998. 2 998. 0 997. 5 994.5 
Cadets_- 1.7 2.4 1.8 | 1.8 | 2.0 | 2.3 | 2.5 
_———— a aap = . = j _ - “ - -~ aoe — 
Doel)”. | 1,024.9) 991.3] 1,045.3) 1,000.0) 1,000.0/ 9998) 997.0 
| | 





“The committee recommends an appropriation of $3,113 million, and in addi- 
tion $350 million to be derived by transfer from the Army stock fund and $50 
million to be derived by transfer from the Army industrial fund, which provides 
a total availability of $3,513 million. This action represents a gross reduction of 
$436 million in the budget estimate of $3,549 million, and is $453,704,000 below 
the 1957 appropriation. The net reductions are $36 million and $53,704,000 
respectively. These reductions reflect the view that general economies can and 
must be made throughout the budget programs and activities within the appro- 





priatic 
troop | 
“ b 
the st 
arrive: 
operat 
optim 
reduct 
graph 
of ree 
forec3 
Depa 
reenli 
1957. 
whicl 
or 
and * 
durir 
The! 
prov! 
year. 
by “y 
entit 
1958 
men 
ever 
num 
as es 
ents 
dept 
has 
was 
yea 
red 
Arr 
was 
con 
ine 
anc 
rea 
in 
mu 
bu 
of 
an 
grt 
gre 


P 


re 
ce 


Vv 





ee — a — oO 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 667 


priation and should not be interpreted as a recommendation for a reduction in 
troop strength. 

“The fund requirements within this appropriation are determined largely by 
the strength of the Army and rates established by law and are in the most part 
arrived at by arithmetical processes based on certain assumptions as to future 
operations. The’ committee is of the opinion that the Department has been over- 
optimistic in certain areas based on current experience and recommends that the 
reduction be applied to those general programs as set out in the following para- 
graphs. 

“Pay and allowances.—The committee shares the Army’s concern in the decline 
of reenlistments, but does not have the same degree of optimism for the increase 
forecast for 1958 on which the budget estimates are based. Representatives of the 
Department ‘testified (p. 257 of the Army hearings) that it is anticipated 88,400 
reenlistment allowance payments will be made in 1958 as compared to 78,800 in 
1957. The estimate of $62,332,000 for this purpose has been reduced $6,500,000 
which will allow $55,832,000 as compared to $55,554,000 in 1957. 

“There has been a slowdown in the aircraft procurement program during 1957 

and the committee does not believe that the buildup in the aircraft inventory 
during 1958 will be great enough to warrant the increase requested for flying pay. 
The request of $14,085,060 for this purpose has been reduced $1,500,000. This will 
provide $12,585,060 in 1958 as compared to $12,503,280 available in the current 
year. 
’ “Tt has been estimated that the number of dependents of enlisted personnel 
entitled to allowances will increase from 36.5 percent in 1957 to 38 percent in 
1958. This is due in part to the increase of 3,700 in aver: age strength for enlisted 
men occasioned by a readjustment in authorized strength in order to reach an 
even million man strength which included.a decrease of 6,700 in the average 
number of officers. The committee does not believe the increase will be as great 
as estimated due to the low reenlistment rate as some of the people with depend- 
ents leaving the service are being replaced by younger men without as many 
dependents. On this basis the estimate for dependents allowances, $296,400,000 
has been reduced $5,100,000 which will allow $291,300,000, the same amount as 
was available for fiscal year 1957. 

“Movements, permanent change of station—The committee has for several 
years expressed concern Over operations within this program and has made 
reductions in the appropriations requested for travel. It was testified (p. 209, 
Army hearings) that if you eliminated the mandatory increases, our use of funds 
was within the amount that the committee had authorized. Neither we, nor the 
committee at the time the amount was allowed, knew of the additional rate 
increases that were being imposed. 

“The committee recognizes that the Army has made progress in this field 
and has not hampered, but aided by the reductions made in the past. It is 
realized that the continued increase in transportation rates adds to the difficulty 
in keeping costs at a desirable low level. However, it is felt there is still too 
much money being spent for travel. Certain reductions are reflected in the 
budget estimates this year due to decreased requirements. There is 1 increase 
of $7.9 million which is stated to be required for the movement of organized 
anits under Gyroseope. This concerns the committee as at the time the pro- 
gram was first presented in 1955 it was on the basis that it would make possible 
great savings in transpertation costs. Actually it is reflecting increased costs. 

“The subject of travel is covered generally in other portions of this report with 
a request that all reasonable avenues be explored to establish a program that 
will meet the current problems. Examples of too frequent change of station 
actions are called to the attention of the Congress constantly and the committee 
is determined that too frequent movements of personnel be eliminated. 

“The committee recommends $200 million for this program, a decrease of 
$22,900,000.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


Program 1000. Pay and allowances of military personnel, amount to be restored, 
$13,100,000 


Reenlistment allowance payments, $6,500,000.—The Army estimates 88,400 
reenlistments in fiscal year 1958. Should the proposed reduction be effected we 
could reenlist but 79,200, or 9,200 less than estimated. Since we have recently 
strengthened our re enlistment program in an effort to retain qualified, trained, 
and experienced personnel, we have every reason to believe our estimates are 
valid. Since the retention of qualified personnel by reenlistment is a means of 
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effecting monetary savings and improving the combat efficiency of the Army } 
the retention of trained personnel, we hope that an estimated 9,200 reenlistments 
will not be placed in jeopardy by this proposed reduction. It should be noted 
that during fiseal year 1958 there will be 232,300 Regular Army personnel com. 
pleting enlistments of which 170,500 will be eligible to reenlist. This compares 
with 195,600 Regular Army personnel completing enlistments during fiscal year 
1957 of which 140,100 are eligible to reenlist. In fiscal year 1958 there are 30,40) 
(170,500 minus 140,100) more Regular Army personnel eligible to reenlist than 
in fiscal year 1957. This is a significant figure, as the majority of reenlistments 
come from career personnel. 

Flying pay, $1,500,000.—Reduction in flying pay would reduce the operational 
efficiency of Army ground combat units and reduce the efficiency of programed 
operations at the Army aviation centers, Fort Rucker, Ala., and Camp Gary 

ex. The Army would be required to reduce the program for flight training 
approximately 1,000 pilots. The result is an inadequate number of new aviators 
to fulfill requirements in the pentomic army and to provide for estimated attrition, 
Requirements were prepared with due regard to the aircraft inventory. 

Dependents allowance, $5,100,000.—The Army estimates 336,100 enlisted per- 
sonnel will draw dependents allowance in fiscal year 1958. Should the proposal 
be effected, we could pay this allowance to 330,300, or 5,800 less than estimated, 
This could only be accomplished by denying reenlistment to enlisted personnel 
with dependents. Our dependency rates were rising at the time of the presenta- 
tion of the budget to the House committee. Since these hearings, they have risen 
even higher. 


Program 1300. Movements, permanent change of station, amount to be restored, 
$22,900,000 


The Army implemented major policy changes during fiscal year 1956 in order 
to reduce personnel turbulence to a minimum. However, while a continuous 
effort has been made to reduce the volume of PCS travel, the actual cost of movy- 
ing personnel continues to rise. During fiscal year 1957, the Interstate Commerce 
Commission authorized numerous increases in railroad passenger and freight rates 
varying from 5 to 15 percent and the Department of Defense authorized 2 
increases in MSTS rates. 

Rate increases placed in effect since the presentation of the budget have resulted 
in approximately $12 million additional costs not included in the fiscal year 1958 
budget. Indications are that additional railroad and MSTS rate increases will 
be authorized in the near future. 

Seventy-five percent of the money for travel is needed to move personnel to 
and from oversea areas to support international commitments. The total num- 
ber of passengers moving to and from oversea areas, whether they move as indi- 
viduals or part of a gyroscope unit, is dictated by rotation policies, oversea 
strength, and 24-month service tours for inductees and certain Reserve officers. 
The remaining 25 percent of the travel money is needed to support the move- 
ment of (1) personnel entering and leaving the Army, (2) inductees to appropriate 
training installations, (3) personnel to units, (4) personnel to Army schools, (5) 
personnel and units to support our antiaircraft defenses. Absorbing the entire 
cut in Overseas movements would reduce our Overseas supportability by approxi- 
mately 73,000, thereby severely handicapping our ability to carry out our over- 
seas commitments. Another means of absorbing this reduction is the changing 
of oversea rotation policies. Inasmuch as certain Reserve officers and inductees 
have a tour of service of only 24 months and would of necessity be returned to 
CONUS for separation, the extension of oversea tours could only be applied to 
career personnel. This action would have serious morale repercussions and an 
adverse effect upon retention of Regular Army personnel. 

The nature of the appropriation military personnel, Army, and the multitude 
of items covered cause many deviations in the forecast of factors on which the 
dollar requirements are based. Although the Army will continue its campaign 
to avoid or eliminate unnecessary expenditures, the amount requested overall for 
military personnel, Army, is austere, especially in the face of the following known 
increases which have occurred since the presentation of the budget to the Congress 
increase in dependency allowances due to better experience on factors and rates 
is $8.4 million, increased cost of clothing and subsistence is $8 million, increase in 
travel rates is $12 million. The total increase is $28 million. 

If funds in the amount of the proposed reductions are not restored, the Army 
will be forced to a combination of reduced strength and actions previously men- 
tioned in order to curtail operating costs. The size of a strength reduction 
depends upon the final appropriation bill and upon the increases in costs since the 
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President’s budget was prepared. Indications are that the cut would be at least 
10,000 man-years. 


In summarizing, it is emphasized the Army needs all of the funds requested in 
the fiscal year 1958 budget in order to accomplish its missions. 


MILITARY PERSONNEL, ARMY 


Senator ELLENpER. That has already been partially covered by 
others? 

General Lawron. That is correct. 

Senator ELLenpER. This, as I understand it, is money that you 
would like to have added to the pending bill. 

General Lawron. Yes. 

The Military Personnel, Army appropriation requirement for fiscal 
year 1958 was computed by the Army last December, when the budget 
was being prepared, as $3,590 billion. During the various review 
processes, the figure was reduced $41 million to the $3,549 billion 
shown in the President’s budget, which we are presenting. 

In the meantime, additional requirements of $8 million for food and 
clothing, $12 million for increases in transportation rates and $8 
million in recomputation of dependents’ allowances have added $28 
million to our need. On top of this, the House made a reduction in 
this appropriation of $36 million. 

The actual $41 million decrease from our initial computed require- 
ment for fiscal vear 1958, plus the $36 million reduced by the House, 
plus the $28 million in increased prices and tariffs, which developed 
since the fiscal year budget was formulated, make a total differential 
between the computed needs and the amount allowed by the House of 
$105 million. 

The Army cannot support its programed fiscal year 1958 troop 
strength of 1 million men at the reduced figure allowed by the House of 
Representatives. 

yeneral Booth will have further remarks on this subject when he 
resents his statement on this appropriation. General Booth is the 
eputy Chief of Staff for Personnel. 

I would now like to present for the record the Army’s formal 
reclama in “Operation and maintenance, Army” where the estimate 
was $3,400 million, and the House action gave us $3,145,200,000. 

Senator ELLeENpER. Without objection, that will be inserted in the 
record at this point. 

(The document referred to follows: ) 


OPERATION AND MAINTENANCE, ARMY 


(P. 8, line 1) 
1957 appropriation.__.........---- sede 6 alin tictag ih tata A ate $3, 055, 057, 000 
1958 estimate a 3, 400, 000, 000 
House committee____- bid hind wept ci ee ee ea Bae 3, 145, 200, 000 
House floor oe ; 3, 145, 200, 000 


(House hearings, p. 391) 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 8, line 1: Strike out ‘$3,145,200,000” and insert in lieu thereof ‘‘$3,291,- 
356,000’’, an increase of $146,156,000 over the House approved amount and 
$108,644,000 below the estimate. 





670 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


EFFECT OF PROPOSED AMENDMENT 


The ‘Operation and maintenance” appropriation finances the daily operational 
expenses of the Army. A reduction of the magnitude proposed by the committee 
will have an immediate and drastic effect on the Army. It will adversely affect 
the soldier directly ; indirectly it will undermine the support he requires personally 
his individual and organizational equipment and the support to him and his 
organization. 

HOUSE COMMITTEE REPORT 


“The ‘Operation and maintenance’ appropriation provides funds for the day- 
to-day operations of the Army under eight budget programs which are discussed 
in subsequent paragraphs. The appropriation requested totals $3,400 million, 
The Committee recommends $3,145,200,000 for the coming year which is $254,- 
800,000 less than the budget estimate, but $90,143,000 above the amount appro- 
priated for 1957. Included in this reduction is the $104,800,000 in the budget in 
lieu of deutschemark support in Germany discussed earlier in this report. 

“The increase over the 1957 appropriation is due to additional requirements 
placed within the appropriation. In 1957 the Army intends to absorb approxi- 
mately $101 million for unbudgeted additions of a similar nature. The 1958 re- 
quest includes a number of major items in this same category over which the 
Army has little control, such as the following: 


Millions 

Civil service retirement fund contributions____...............______.____ $79 
Transfer from Air Force to Army the responsibility for depot maintenance of 

Army aircraft and training of Army pilots__.._...............-__---.- 49 

Increase in joint projects for Department of Defense (classified activities)__ 25 

MSTS and railroad freight-rate increases - . SPO RS oe ede, aks 

Dependent medical care program (cost to Army) ------- cto —— 


“Other items relating to the various programs are described in later paragraphs, 

“The committee feels that the funds reeommended will be adequate if the De- 
partment will make an increased effort to develop savings and effect certain cut- 
backs and deferrals that will not affect the defense posture of the Nation. The 
committee is aware of the need for flexibility in an appropriation of this size and 
for that reason has not pinpointed specific amounts to be reduced in the various 
programs except for certain projects that have been set out in the general explana- 
tion of the individual budget programs. 

“Tactical forces.—This program carries funds for training centers, field exercises, 
user tests, and other operations of tactical forces. The estimated obligations for 
1958 are $803,200,000 as compared to $799,381,000 in 1957. The major increases 
are for division reorganization, activation of atomic support commands, increase 
in size and scope of field exercises and user test programs, and increased mission of 
the Combat Development Test and Experimentation Center. The program con- 
tains the major portion of the operation and maintenance of facilities costs, sum- 
marized at the end of this section, as the tactical forces occupy a major portion of 
the installations and utilize the majority of the common-use supplies and services 
provided. The division of funds between the mission program and operation and 
maintenance costs is $208,800,000 and $594,400,000, respectively, compared to 
$197,254,000 and $602,127,000 in 1957. 

“Training activities —This program provides primarily for the operation of the 
Army’s school system including the Army War College, the Command and Gen- 
eral Staff College, and the United States Military Academy. Also included are 
the programs for training in civilian institutions, contract training of aviation 
personnel, and procurement of training devices and publications. There is an 
increase of $30,902,000 in this program attributable principally to support in- 
creased student loads due to the Reserve Forces Act, aviation training transferred 
from the Air Force, and guided missile training. The civil service retirement con- 
tribution of $2,870,000 is also an important factor. The 1958 estimate is $247,- 
300,000 as compared to $216,398,000 in 1957. 

“The committee urges the Army to continue its vigilance to avoid duplication of 
training conducted by itself or by the other military services particularly in the 
area of aviation. The training level in this field should be kept in ratio to the 
availability of aircraft as was discussed in connection with flying pay under a 
previous appropriation. 

“Testimony received the last 2 years leaves doubt as to the firmness of esti- 
mated requirements for training aids. Reductions should be applied in this area 
if the program does not materialize as anticipated. 
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“Central supply activities—This program provides for the major logistical 
support of the Army and covers the supply distribution system, the administrative 
costs of procurement activities, the operation of supply control offices, the main- 
tenance of standby industrial facilities, and transportation activities, including 
the operation of ports. The 1958 estimate for this program is $1,047,600,000, as 
compared to $983,904,700 in 1957. This increase is due principally to require- 
ments of the standardization program; assumption of single-manager assignments 
in the fields of subsistence, clothing and textiles, and traffic management; transfer 
of air depot responsibility from the Air Force; increased rail and ocean freight 
rates; maintenance of large numbers of production facilities on a standby basis; 
and the inclusion in the budget of $25,400,000 for the retirement contribution. 

“The committee is concerned over the increase in the industrial mobilization 
program and urges that the Army give very careful consideration to disposing of 
Government-owned production facilities becoming idle as we can ill afford to 
spend millions of dollars for the layaway of production facilities and equipment 
used for the manufacture of conventional-type items that are becoming obsolescent 
in light of the development of emphasis on guided missiles. The amounts for 
this program have grown from $35,880,000 in 1956 to $62,858,000 in 1957 and 
$65,881,000 in 1958. This should be an area where savings may be applied to 
the general reduction imposed. 

“A minor reason for increased MSTS freight rates is the continuation of 
hazardous duty pay in areas in which there has been no military action for a 
number of years. Consequently, there seems little justification for such bonus 
payments at this time. 

“Funds in the amount of $5,964,000 are included in this program for the 
operation of the newly established Military Traffic Management Agency. The 
committee has had called to its attention instances of poor utilization of the most 
economical means for troop movements and urges a diligent unbiased effort in 
that area. 

“The committee has the benefit of a continuing investigation of procurement 
policies and practices and on the basis of findings feels that considerable savings 
can be effected by improvement. in this field. The committee warns against the 
trend toward securing additional space for procurement operations as was indi- 
cated in the testimony (p. 717 of the Army hearings). Several instances of 
wasteful utilization of inspection personnel have been called to the committee’s 
attention and the Department is urged to provide regulations that will keep that 
situation under control. 

“Major overhaul and maintenance of materiel.—Funds in this program provide 
for the rebuild of equipment and materiel, all repair parts for such maintenance 
and all nonstock fund procured repair parts for field maintenance of Army air- 
craft, guided missiles, special weapons, and radio-controlled targets. The esti- 
mate for 1958 is $376 million as compared to $336,204,000 in 1957. The increase 
is due primarily to the transfer to depot maintenance of aircraft from the Air Force 
and increased requirements in the guided-missile field. There is also the retire- 
ment contribution amounting to $5,700,000. 

“It is felt some savings should be possible in the support of the flying hour pro- 
gram due to the slowdown in aircraft procurement mentioned in the discussion of 
military personnel. 

“Army medical activities—The estimate for this program is $158,200,000 as 
compared to $144,038,750 in 1957 and will provide for medical, dental, and veter- 
inary support of the Army, National Guard, Army Reserve, and ROTC; mainte- 
nance and operation of medical facilities; medical care and hospitalization of Army 
personnel and their dependents; procurement of medical supplies and equipment, 
and training of military personnel in medical specialties. The increase is due 
primarily to the Dependent’s Medical Care Act estimated to cost the Army 
te million in 1958 and contributions of $2,289,000 to the civil-service retirement 
und. 

“Provision has been made, as in the past 2 years, for the continued operation 
of the Army-Navy Hospital at Hot Springs, Ark., and the Murphy Army Hospital 
at Waltham, Mass. 

“Armywide activities.—The administrative-type activities performed by the 
Army worldwide are included in this program. Provision is made for the opera- 
tion of Department of the Army headquarters and headquarters of major field 
commands; armywide communication, finance and audit services, the Army in- 
telligence service, and other specialized activities. The estimated fund require- 
ment for 1958 is $507,200,000 as compared to $458,262,000 in 1957. The larger 
portion of this appropriation is for civilian pay, but as indicated in the general 
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statement for this title of the bill the civilian strength under military functions 
will decrease slightly. The committee is disappointed that there has not been g 
greater decrease particularly in light of all the labor-saving machines and auto. 
matic equipment that has been furnished during the past few years in answer to 
requests based on the savings in manpower which were anticipated. The com. 
mittee stresses its interest in seeing that substantial progress be made in the 
coming year in reducing the civilian payroll. The increase in funds is due pri- 
marily to contributions to the retirement fund in the amount of $10,800,000 
improvements to communication facilities and procurement of equipment for 
classified activities in support of the intelligence program. 

“A reduction of $3,843,669 is made in this program in consideration of reductions 
in headquarters personnel in response to a memorandum issued by Secretary 
Wilson in March of 1957. It is anticipated additional reductions can be made at 
a later date when the action is extended to the headquarters of major subordinate 
administrative, logistical, and other commands. 

“Savings will be effected in this program under the project ‘Education of 
dependents’ by action of the committee in continuing the limitation in section 607 
of this bill on the average cost of education per pupil at $245 instead of $265 as 
requested. The committee fully recognizes the essentiality of providing adequate 
education for dependents, but feels that sufficient effort is not being made to hold 
costs down. 

“Army Reserve and ROTC.—This program provides for the operation and main- 
tenance costs of the Army Reserve and Reserve Officers’ Training Corps and 
includes operation of military district headquarters’ operation of training fac‘lities 
for Reserve and ROTC units at summer training camps, institutions, and home 
stations, and procurement expenses for Reserve recruiting, orientation, and in- 
formation. The estimate for 1958 is $106,200,000 as compared to $71,517,000 in 
1957. This is due primarily to the increased number of reservists anticipated in 
a drill pay status in 1958 and to the issue of combat training equipment to Reserve 
units. The program is based on an entering strength of 255,900 and an end 
strength of 297,000 in a drill pay status. The Reserve program is discussed more 
fully in the paragraph relating to the Army Reserve appropriation. Civil service 
retirement contributions are $1,500,000 in this program. 

‘Joint projects.—Provision is made in this program for the expenses of those 
interdepartmental or defensewide activities which are not restricted to a single 
military department and for which the Department of the Army is assigned budget 
and administrative responsibility. Included in the program is the support of the 
National War College, the Industrial College of the Armed Forces, the Armed 
Forces information and education program, international boards, commissions, 
joint activities, and certain classified activities. The 1958 estimate is $154,300,000 
compared to $129,383,000 in 1957. The increase is attributable to the support 
of the classified activities, and inclusion of $3 million for the retirement contribution. 

“The committee desires to make it perfectly clear that a proportionate amount 
of the general reduction shall be applied to these activities for which the Army 
has been assigned as carrying agency. 

‘Approval is not granted for the expenditure of $54,000 for a program of 
analysis and evaluation of the industrial college’s curriculum content and method 
of presentation. 

“The committee recommends elimination of an item totaling $3,390,000 relating 
to the Military Sea Transport Service reserve fleet under the project ‘Inter- 
national activities.’ 

“Operation and maintenance of facilities—The amounts in this activity which 
are included in the totals of the various budget programs just discussed are a 
consolidation of the indirect costs of supporting the separate programs. The 
following tabulation sets forth the totals of the amounts involved by major category: 


{In millions of dollars} 





Fiscal year | Fiscal year 
| 1956 actual | 1957 estimate 


Fiscal year 
1958 estimate 





| 
Local headquarters command administration. --_........-_-_- $55. 8 $57.6 | $59.7 
Local welfare activities... .......... ees och stladen dawn 14.1 | 13.5 | 14.1 
Local maintenance and management facilities..........__.._- 436. 5 460.2 | 446.5 
tae a hminin aceap as Senta dana 252.0 285.9 292.3 
CURE See OM oan osm hin ete cc cos ee cae bat ae cee 280.8 | 271.4 289.1 
Total operation and maintenance facilities._.........._- 1, 039, 2 | 1, 088. 6 1, 101.7 
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“The net increase in 1958 over 1957 is $13.1 million. The major increases 

include: 
Millions 

Government contribution to the retirement fund 
Payments for utilities and communications to the Korean Government__. 10,0 
New logistic support required as a result of additional units of family hous- 

ing ($3.6 million for rental payments at antiaircraft sites) 21. 6 
Additional field maintenance costs due to increases in Nike battalions and 

Army aircraft 7.3 
Increase in installation, rehabilitation and expansion of local communica- 

NS UNIO a ssa waite otis m0 15 te: oh ian se ical om eng 6. 0 


“The above-mentioned items amount to $67.5 million. There are several other 
minor increases that amount to $9.3 million for a total gross increase of $76.8 
million. Against this figure there are decreases totaling $63.7 made up of items 
either completed or deferred. Some of the major items are as follows: = 
Millions 
Deferment of the third and final increment of the barracks-improvement 
program 
Transfer of funds for minor new construction to military construction ap- 
propriation 

Elimination of the deferred maintenance program 

Completion of 1957 rehabilitation projects for DEW line and decrease in 
inactive facilities support 


“The above decreases amount to $46.1 million and there are several other 
smaller decreases totaling $17.6 million due to a reduction in level of operations. 

“The committee is concerned at the reduction in the level of maintenance of 
facilities and urges that every effort be made to adjust the funds available to keep 
the ever-rising level of deferred maintenance down.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The total reduction proposed by the House committee in this appropriation 
was $254,800,000. Included in this overall reduction was $104,800,000 based on 
the assumption that the Federal Republic of Germany will continue to render 
goods and services in the equivalent amount rendered during 1957. On this assump- 
tion, restoration of the $104,800,000 will not be requested until such time as an 
agreement has been reached with the Federal Republic of Germany and determi- 
nation is made as to the actual amount of deutschemark support to be provided 
for the Army’s fiscal year 1958 operations. Additionally, restoration is not being 
requested for the $3,843,669 reduction in headquarters personnel. 

he House committee expressed the opinion that the funds it reeommended 
would be adequate if the Department of the Army would make an increased 
effort to develop savings and effect certain cutbacks and deferrals that will not 
affect the defense posture of the Nation. The Department of the Army empha- 
sizes the fact that the appropriation request for $3.4 billion is barely adequate to 
meet the most essential requirements after cutbacks and deferrals, Although 
this request is $227 million greater than the estimated obligations for fiscal year 
1957, fiseal year 1958 requirements of major item increases over which the Army 
has little or no control total $270 million. These items include activities such as 
the civil-service retirement benefits, transportation rate increases, utility charges 
in Korea, depot maintenance of Army airerfaft, medical care for dependents in 
civilian institutions and similar activities a number of which are merely transfers 
of budget responsibility to the Army. 

Thus the Army is placed in an unusually difficult position. Having already 
cut back to accommodate increases such as those indicated above within a $3.4 
billion level of operations, a further reduction on the order of $150 million will 
inevitablv have an adverse effect on the combat readiness of the Army. 

The nature of this effect is indicated in the following summary discussions 
relating to the budget programs within this appropriation. 

Tactical forces.—The House committee recognized that the approximately $4 
million increase in this program over fiscal year 1957 is for activities such as divi- 
sion reorganization, activation of United States Army Missile Commands, in- 
crease in the size and scope of field exercises and user tests and similar act vities 
which lead to the development of a modern and effective combat Army. Within 
the overall appropriation reduction, this program must be reduced by $2 million. 

The impact of this reduction will be the elimination of one division size field 
exercise and the elimination of approximately 20 user tests pertaining to doctrine, 
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concepts of organization and equipment related to the reorganization and combat 
readiness of the Army. 

Training activities.—As with tactical forces, the House committee did not 
recommend any specific reduction in the Army’s training activities. The com. 
mittee did, however, urge the Army to continue its vigilance to avoid interservice 
duplication of training, particularly in the area of aviation training, and to hold 
the training level in this field in proportion to the availability of aircraft. The 
Army knows of no interservice duplication in its training and will continue its 
vigilance to avoid such duplication. As to the relationship between aviation 
training and the availability of aircraft it is emphasized that the actual procure. 
ment schedule of Army aircraft was taken into consideration in requesting funds 
for aviation training. 

_ The committee further stated that reduction should be applied to the training 
aids program if the program does not materialize as anticipated. Although this 
program is expected to materialize, it is still necessary to apply a reduction to the 
detriment of improved and more efficient training methods. 

The Army will be forced to reduce training activities by $4.151 million. The 
effects of this reduction will be: to curtail the Trainfire target procurement pro- 
gram by 50 percent, which will seriously disrupt the improved marksmanship 
system; to curtail by 17 percent the procurement of radar target simulators 
essential for training Nike radar operators and to reduce school training of 
specialists for missile and electronics programs. These actions will seriously 
affect the combat effectiveness of the strategic Army forces and the Army Air 
Defense Command. 4 

In addition this reduction will have a directly adverse effect on the Reserve 
Forces Act training program. The 6 months Reserve trainee load at Army 
training installations has been building up rapidly as a result of the great popular 
response to the Reserve forces program. Not only will this program be seriously 
affected by direct curtailment of the training program itself, but also it will be 
even further crippled by the overall appropriation reduction which will force a 
reduction in training facilities. 

Central supply activities—In its discussion of this program, the House committee 
accorded specific attention to the Army’s industrial mobilization program, urging 
that the Army give very careful consideration to the disposal of Government- 
owned production facilities becoming idle. 

The Army is currently laying away and maintaining in a reserve industrial 
status only those facilities for which there is an urgent mobilization requirement, 
for which there is no civilian counterpart or an inadequate civilian capacity and 
which require extensive replacement time. The Army is disposing of facilities 
and equipment not meeting the strict criteria indicated above. Predicting the 
disposition of production equipment used for the manufacture of conventional 
weaponry is a difficult problem in consideration of the emphasis on guided missiles. 
The Army is meeting this problem realistically by disposing of production equip- 
ment as it becomes worn out, obsolete, or used to manufacture items being phased 
out of the supply system in the near future. Presently $1 million invested in 
reserve industrial facilities preserves a production base of $100 million. 

It must be recognized that the Army must retain a flexible and diversified 
combat capability which can be brought to its maximum effectiveness in the 
minimum of time. The time element in modern war does not permit creeping 
mobilization. Therefore, as additional plants and equipment become idle from 
production to meet current requirements for the modernized Army, the produc- 
tion base they represent cannot be safely relinquished. 

The House Committee also noted that a small part of the MSTS freight in- 
creases may be attributed to the continuation of hazardous-duty pay for which 
there seems to be little justification. This matter, however, is beyond control 
of the Army which must pay the established MSTS rates. 

Also in the transportation area, the House committee remarked that it had 
been advised of instances of poor utilization of the most economical means for 
troop movements. The decision as to the most economical means of troop 
movements frequently extends beyond the cost of the means of transportation 
used. The timing of the movement is an essential factor which normally has a 
bearing on the costs of billeting, feeding, and administrative control of troops in 
transit particularly when a movement to or from overseas is involved. The 
Army continually strives to plan its troop movements to minimize overall costs 
including the cost of transportation. 

With regard to the House committee’s concern over the increasing trend in 
procurement operations, the single-manager assignments for subsistence and 
clothing and textiles and the assignment for procurement of Army aircraft repair 
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rts are significant reasons for the increase in space requirements in fiscal year 
1958. The Army has shown considerable decreases in space requirements in 
previous years. The increase in Army space utilization in fiscal year 1958 is not 
an increase in overall DOD space requirements since Navy, Air Force and Marine 
Corps procurement operations should reflect offsetting decreases. 

The Army is conscious of the need to guard against any wasteful utilization of 
inspection personnel. The Army participates with the Navy and Air Force in 
the inspection interchange program under direction of Secretary of Defense. 
This program provides for only one inspection service to perform acceptance 
inspection in a contractor’s plant. As of December 31, 1956, the Army technical 
services had interchanged inspection with other military departments or services 
in 4,700 plants. The number of Army procurement inspection personnel has 
been redueed from 15,650 on May 31, 1954, to 9,253 on December 31, 1956. 

Within an overall appropriation reduction of $150 million, the Army must 
reduce Central Supply activities by approximately $35 million. This reduction 
will have a direct and immediate adverse effect on the quantity and quality of the 
logistic support of the Army which is being reorganized and should be equipped 
and supplied according to the best possible standards. Not only will this reduc- 
tion seriously affect the Active Army, but also it will have an indirect but positive 
effect on the Army’s capability to support its Reserve components. 

Major overhaul and maintenance of materiel.—In its discussion of this program, 
the House committee again referred to the slowdown of aircraft procurement as a 
possible means of savings. Agaim, it is emphasized that, as with the Army’s 
training program, funds for depot maintenance of aircraft were based on the 
actual aircraft production anticipated. Accordingly, this is not an area of savings. 

The Department of the Army will have to apply approximately $11 million of 
the $150 million reduction to this budget program. he effect of this reduction 
will be to reduce the Army rebuild activities to the extent that the equipment 
support of Reserve forces will be cut back from a barely adequate to an inadequate 
level, and reduce the availability of items to replace unserviceable equipment in 
the field. This reduction, in combination with a reduction which must be applied 
to filed maintenance (operation and maintenance of facilities), will cause an 
excessive amount of essential equipment to become deadlined because of lack of 
repair. 

Armywide activities —In its discussion of this program, the House committee 
expressed disappointment that there has not been a greater reduction in the 
Army’s civilian employment. As a result of the $150 million reduction proposed 
by the House, it will be necessary to reduce civilian employment by approximately 
20,000. Not only will the Army lose the skills, techniques and capabilities in- 
herent in its efficient civilian work force, but a real effect on military training and 
combat effectiveness will be caused by the fact that military personnel will have 
to be diverted from combat-type missions to administrative and support-type 
missions. Otherwise the Army must close major posts, camps, and stations. 

The House committee further stated that savings can be effected in the 
education-of-dependents program by continuing the per pupil limitation of $245 
instead of the $265 requested. 

This savings will necessarily be at the expense of the parents against whom an 
assessment must be made in order that the program can be maintained at stand- 
ards comparable to stateside schools. Such an assessment will impose an additional 
financial burden on these parents, particularly the junior officers and noncom- 
missioned officers and tend to affect adversely the attractiveness of the service 
as a career. The Army is also dissatisfied with the rising costs in this area, but 
as with the cost of other services, be they food, clothing, personal services, or 
hardware—military or nonmilitary—the factors causing the increase are not 
— to Army control. 

he Army anticipates that a cut of approximately $27 million will have to be 
applied to this program. The impact of this reduction will be a substantial 
curtailment of the Army’s signal and communications services. Communications 
on which the Pentomic Army concept is based as well as communications support 
for United States Army missile commands will necessarily be seriously curtailed. 
The reduction will not permit the Army to procure and utilize equipment for 
communications security and countersecurity which has been made available as 
a result of an intensive research program. The reduction of funds will cause a 
sizable civilian personnel reduction in this program. 

Army Reserve and ROTC.—A reduction of $4.250 million will have to be applied 
to this program. This will reduce the procurement of individual equipment 
which should be issued to each member of a reserve unit for effective training 
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to meet mobilization requirements. With this reduction only 67 percent of the 
authorized individual equipment can be issued. 

Joint projects—The House committee did not approve a request of $54,000 for 
the Industrial College of the Armed Forces. This amount is required to finance 
a program of analysis and evaluation of the college’s curriculum content and 
methods of presentation. The program will be directed toward an objective 
of assuring that all aspects of the college, including its philosophical basis, content 
of the curriculum and educational techniques, are best suited to meet the needs 
of the graduates in their various assignments dealing with national security 
preparation. 

he committee also recommended elimination of the $3,390,000 relating to 
the MSTS reserve fleet under the project ‘International activities.” Although 
this account is listed under the project “International activities,” it is further 
defined as “Department of Army missions and MSTS reserve.” The MSTS 
reserve is not an international activity as such. Elimination of this amount will 
mean that the Army will be unable to reimburse MSTS its pro rata share of 
financial support of the Reserve fleet, as directed by Office, Secretary of Defense, 
In addition to these specific cuts, a $6.6 million reduction will have to be applied 
against classified activities in this program. 

Operation and maintenance of facilities—In addition to the reductions in mission 
programs indicated above, to absorb a reduction of $150 million the Army will be 
required to reduce its operation and maintenace of facilities account by approxi- 
mately $55 million. 

One of the major impacts of the reduction in this area will be to add to the 
hacklog of deferred maintenance. Although the Congress has urged that every 
ettort be made to adjust the funds available to keep the ever-rising leve! of deferred 
maintenance down, the fact is that there are no available funds to this end. 

Under the appropriation request of $3.400 billion, the Army forecast that its 
backlog of deferred maintenance would increase from $84 million at the end of 
fiscal year 1957 to $100 million at the end of fiscal year 1958. With the reductions 
now indicated within this appropriation, the backlog will necessarily be con- 
siderably greater than $100 million at the end of fiscal year 1958. 

The second significant effect of the reduction of $55 million in the ‘Operation 
and maintenance of facilities’ area is that it strikes directly at the standard of 
living of the soldier. As the maintenance of barracks and related facilities 
diminishes, utilities such as light, heat and water are curtailed the soldier will 
see an immediate regression in his day-to-day living conditions. From the stand- 
point of the Regular Army, fewer reenlistments can be anticipated. Of perhaps 
even more significance is the effect that this condition will have on the Army’s 
Reserve components. 

The Army is especially concerned with the Reserve Forces Act trainees. Every 
effort has been made to implement this program successfully. A major factor in 
this implementation is the morale factor involved in giving these thousands of 
young men receiving their first taste of military life the best training possible 
and also to provide them decent living facilities and support. 

Thus, this reduction of $55 million in the operation and maintenance of facilities 
to which the Army has no feasible alternative not only appears to be false economy, 
but also its effect will be enduring as well as immediate. 

The above justification statement is based on a considered evaluation of how 
a reduction of $150 million in this appropriation must be absorbed. As indicated 
in this statement the combat effectiveness of the Army will be adversely affected 
and can not be avoided if the Army is burdened with a reduction of this magnitude 
subsequent to cutbacks and deferrals already necessary in order to absorb major 
— increases for fiscal year 1958 within the appropriation request of $3.400 

illion. 

To avoid the drastic and disrupting effects on the present and future security 
of the Nation, restoration of $146.2 million in the ‘‘Operation and maintenanee, 
Army” appropriation is strongly recommended. 


OPERATION AND MAINTENANCE 


General Lawton. In the “Operation and maintenance’’ appropria- 
tion, the House of Representatives reduced the budget by $254.8 mil- 
lion. Of this reduction, $104.8 million represents deutschemark 
equivalent. 
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DEUTSCHEMARK SUPPORT 


Negotiations are currently under way with the Federal Republic 
of Germany as to the deutschemark support to be furnished during 
the period May 6, 1957 to May 5, 1958. The results cannot be esti- 
mated at this time. 

The Army will not request restoration in the deutschemark area 
until such time as an agreement has been reached with the Federal 
Republic of Germany, and a determination is made as to whether 
any restoration is needed. 

The Germans made an offer of half that which is required by the 
United States. 

Senator ELtenpER. Do you know what the Germans are doing for 
the French and the British? 

General Lawton. I do not know, but I think they have given them 
approximately what they gave them in 1957, plus or minus. Prob- 
ably the British are getting a little more and the French a little less. 

Senator ELLeENDER. That amount is sufficient to maintain the 
small forces they have in that area. 

General Lawron. In general, I believe you are correct. 

Senator ELLeNpER. Exactly. It is not a drain on either the French 
or the British, is it? 

General Lawron. That is right. 

Senator ELLENDER. But when it comes to old Uncle Sam, he has 
to pay all of it. 

General Lawton. Yes. 

The Army is not requesting restoration of the $3.8 million reduction 
by the House of Representatives which represents a decrease in head- 
quarters personnel to be effected in response to a memorandum issued 
by the Secretary of Defense in March 1957. 

The remaining reduction of $146.2 million in the “Operation and 
maintenance” appropriation will seriously impair the Army’s day-to- 
day operations. 

Of particular concern is the reduction required in the level of sup- 
port provided the 6-month trainee program; the increased rate of 
deterioration of the Army’s physical plant; the increased backlog of 
unserviceable equipment; a reduction in specialist training at a time 
when the requirement for skilled personnel is increasing, and the 
enforced release of some 20,000 civilian employees. 

The total effect of the reduction is a decrease in combat efficiency 
and effectiveness throughout the Army. 

Secretary Roderick has already discussed these deficiencies. 

Further presentation of the detailed effects will be given the com- 
mittee by the program directors who follow me. 

Senator ELLENDER. The reclama on “Research and development, 
Army,” will be inserted at this point. 

(The material referred to follows:) 


RESEARCH AND DEVELOPMENT, ARMY 
(P. 10, line 5) 


ieee Opprerriodioss. 2.4 oss sss toi. cca eeeegeade dis $410, 000, 000 
ee ST a en emer ke ee he re ear 400, 000, 000 
menue comtinitted:-.o2 oo cede eekd alice Seed ech. ee 392, 000, 000 


SOI css ei us cos cbich intl ences nl Gs ln Pes Sc IRIs cabana he cai sical 392, 000, 000 
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(House hearings, p. 1296) 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 1, strike out ‘$392,000,000” and insert in lieu thereof ‘$400,000,- 
000’, which is the budget estimate and an increase of $8,000,000 over the House 
approved amount. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will restore $8,000,000 to the Army research and 
development appropriation. On the basis of proportionate shares, $7,440,000 wil] 
be applied to the Army program and $560,000 will be applied to Department of 
Defense activities for which the Army budgets. The Army share of this amend- 
ment will restore a carefully planned level of research in the areas of biological and 
chemical warfare, medicine, materials, terminal ballistics, and rocket propellants, 
It will also restore an essential level of development effort in the fields of firepower, 
mobility, special mapping techniques and equipment, communications systems, 
radar and electronic components. 


HOUSE COMMITTEE REPORT 


“The research and development program of the Army for 1958 as presented to 
the committee will concentrate on developments in the fields of missiles, target 
acquisition devices, faster and better communication systems, and mobility 
through aerial and ground vehicles. The budget estimates for this program total 
$400,000,000. The committee recommends an appropriation of $392,000,000 a 
reduction of $8,000,000. This amount is $18,000,000 below the 1957 appropri- 
ation. Included in the total estimate for 1958 is $28,000,000 for financing of 
Department of Defense activities not under Army control and $8,900,000 for 
retirement contributions. The committee is of the opinion that the major and 
most important aspects of the program can be carried on with the money allowed 
and feels that economy can be achieved through better selectivity in programs. 
These remarks are directed to those classified and joint service activities included 


in the appropriation requests. Proportionate reductions should also be applied in 
those areas.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The fiscal year 1958 Army budget as submitted to the Congress includes the 
very minimum amount necessary to support an adequate research and develop- 
ment program. Developing this program on the basis of austerity and strict 
economy, the Army was unable to pursue many worthwhile projects at a level 
which takes full advantage of our technology. Additionally, the substantive 
portions of the program have been successively reduced through absorption of 
additional costs formerly borne by other appropriations and through gradually 
increasing expenses. Further reductions will result in damage to critical areas. 

Unless the proposed amendment is adopted, the Army will be forced to curtail 
its traditionally excellent medical research program, a program which has repaid 
its cost many times over not only in lives saved on the battlefield, but also in 
promoting the health and well-being of soldiers and civilians alike. A drastic 
reduction will be required in the research effort in the fields of biological and 
chemical warfare. Research in materials, terminal ballistics, and rocket pro- 
pellants, fundamental to progress in the guided missile field and essential to 
provide the basic knowledge required to develop an adequate defense of the 
continental United States against the intercontinental ballistic missile will be 
reduced. 

With respect to the development portion of the Army program, substantial 
reductions in a number of important areas will be necessary unless the amend- 
ment is adopted. The level of effort in the fields of ammunition, fuzes and ex- 
plosives will be curtailed. This field is particularly notable, not only because of 
its widespread application to many items of equipment, but also because small 
savings in unit costs, made possible by careful development, will result in large 
dollar savings in quantity procurement. The Army will be forced to reduce its 
program for developing special mapping equipment and techniques, an area in 
which progress must be made if we are to employ more effectively the modern 
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weapons which we now have. Projects to improve the mobility of the Army will 
be retarded, —s them specific projects designed to improve armored vehicles 
and helicopters. rmored vehicles will be increasingly required for protection 
and ground mobility on the atomic battlefield while the helicopter, although not 
yet fully exploited, is radically altering tactics. The Army will be forced to 
reduce effort in the development of communications systems, radars, and certain 
electronic components. These reductions in turn will delay completion of a battle 
area surveillance system to improve our ability to acquire targets for our weapons. 


RESEARCH AND DEVELOPMENT 


General Lawton. The House reduction of $8 million in the research 
and development appropriation will require major cutbacks in research 
as previously indicated by Secretary Roderick. 

The Army’s requested program for R. and D. for fiscal year 1958 
was $596 million. The $392 million allowed by the House for fiscal 
year 1958 is, therefore, over $200 million less than the planned 
program. 

In addition, in fiscal year 1958 this appropriation will be required 
to absorb $9 million in civil service retirement costs, thus, in effect, 
further reducing the available funds for actual research and develop- 
ment. 

The House of Representatives reduced the “Operation and main- 
tenance, Alaska communication system” appropriation, by $700,000, 
a 12 percent reduction. 

Senator ELLenper. The reclama on Alaska communication system 
will be inserted at this point. 

(The material referred to follows:) 


ALASKA COMMUNICATION SYSTEM 
(P. 10, line 19) 


Bee? CROTON 3 eS oS CO Le CR $5, 000, 000 
nr GUENNOO so. es ie ed BES a CR epee 5, 700, 000 
SEI OONRTINSOR. go sn ince nmesaanwus Stan anen cae eee 5, , 000 
Guemee M0er os 2 el es a ee Tk eee a 5, 000, 000 


(House hearings, p. 1210) 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 23, strike out “$5,000,000” and insert in lieu thereof $5,700,000,” 
which is the budget estimate and an increase of $700,000 over the House approved 
amount. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will restore $700,000 to the Alaska communication 
system appropriation for operation and maintenance of the system during fiscal 
year 1958 to provide for the Government’s contribution to the civil service retire- 
ment system and to enable the Army to utilize more fully the enlarged facility 
made possible by the completion of the Settle-Ketchikan-Skagway coaxial 
submarine cable. 

HOUSE COMMITTEE REPORT 


“The committee has reduced the budget estimate of $5,700,000 to $5,000,000, 
the amount appropriated in 1957. The committee recognizes that telephone rates 
are higher in Alaska than rates within the continental United States and that 
telegraph rates have recently been increased. However, in view of the enlarged 
facilities resulting from completion of the coaxial submarine cable and in view of 
high operating costs generally within the Alaskan area it is felt that there may be 
justification for increases in rates for civilian users that will help to offset the 
costs to the Government in operating the system. 
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“The committee is pleased to note that progress is being made toward the 
sale of the system to private ownership et urges an early submission of the 
necessary legislation to authorize the sale. It is estimated considerable savings 
will be possible in purchasing service as opposed to total overall costs of operating 
the system.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The reduction by the House Appropriations Committee of over 12 percent of 
the funds requested for the operation of the Alaska communication system will 
reduce that appropriation to that of fiscal year 1957. However, of the $700,000 
increase for fiscal year 1958 in this appropriation, $137,000 is for the mandatory 
requirement to provide for the Government’s contribution to the civil service 
retirement system heretofore carried in the appropriation of the Civil Service 
Commission. Failure to apppropriate funds for this purpose will compel the 
Army to absorb this charge and in effect reduce the fiscal year 1958 funds below 
the fiscal year 1957 level of operation. 

The balance of the increase in this appropriation, $563,000, covers the cost of 
operation of the greatly enlarged facility resulting from the completion of the 
Seattle-Ketchikan-Skagway coaxial submarine cable project. The eflect of the 
recommendation of the House Appropriations Committee, would, to a great 
extent, counteract our ability to render additional service made possible by the 
completion of the Seattle-Ketchikan-Skagway coaxial submarine cable. As a 
result of this proposed increased service, it is anticipated there will be an increase 
in the commercial revenue deposited in the United States Treasury, but which as 
such is not generally available for the Army’s use. However, the greatly enlarged 
facility would be of small value from a standpoint of increased revenue unless 
fully utilized. To utilize fully the facility will require additional leased circuits, 
switchboard positions, and telephone operators. If the reduction stands, the 
Army will not be in a position to offer the needed services by which it might obtain 
greater revenues for the Treasury. 


HOUSE HEARINGS 
(P. 1218) 


“Mr. Sixes. This committee is glad to see that the rates on at least part of the 
operation will be increased. We have felt for a long time that the Government 
should recover an amount more nearly equal to the cost of the service. It is an 
important and essential service. We see no reason that the Government should 
be losing money on it. 

“The anticipated increase of 30 percent on telegraph rates will net how much 
additional income, General Corderman? Do you know? 

‘General CorpERMAN. I think we will have to supply that. 

“Major Ross. The answer is approximately $207,000. 

“Mr. Srxes. Is that included in the commercial receipts which are anticipated 
as given in your statement, $3,685,000? 

“Major Ross. No, sir, it is not. 

“Mr. Sikes. Why would that not be included if it is to go into effect? 

“General CorDERMAN. This could have been included, sir. 

“Mr. Sixes. You may anticipate some $207,000 more in receipts than that 
which is shown here? 

“General CorDERMAN. Yes, sir, when the increase goes into effect that should 
be included. 

“Mr. Srxes. Will the costs at that time be in the general area of costs in the 
continental United States or will they be higher to the user? 

“General CorpERMAN. The telegraph costs will be about the same as in the 
United States. The telephone costs will be higher than in the United States. 

"Mr. Srxkes. You may provide that information specifically. 

“General CoRDERMAN. Yes, sir.” 


ALASKA COMMUNICATION SYSTEM 


Senator ELLenpER. What reason did the House assign for this cut? 
General Lawton. The House report implied that it was the intent 
of the committee, and I might say that I have since talked to the 
committee executive secretary on the matter, that the Army be allowed 
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to use 15 percent of the 1958 receipts of the system, as is permitted in 
the language of the appropriation bill. 

The receipts will amount in 1957 to about $3,685,000. There was 
also testimony to the effect that there should be a raise in the tele- 
graph rates which would add another $207,000; 15 percent of that 
amount would be, roughly, $600,000. 

Senator SatronsTaLL. Would that raise be applicable to the serv- 
ices, as well as the civilians in that area? 

General Lawton. Yes, sir; but the system is not on an industrial 
fund, so the $207,000 cash would be receipts from civilian users of the 
system only. 

Senator ELLENDER. How do the rates for civilians compare with 
the rates in Washington? 

General Lawton. I would like to ask General Corderman to verify 
this for you, but I believe the telephone rates are a little higher, and 
the telegraph rates considerably lower. 

General CorperRMAN. I am General Corderman, Deputy Chief 
Signal Officer. 

The telephone rates are approximately the same, although in some 
places they are somewhat higher. 

Senator ELLENpDER. As here? 

General CorpEeRMAN. As in the United States, and the telegraph 
rates are substantially lower, but with the 30 percent increase which 
is to be put into effect on July 1, they will be about the same. 

Senator ELLENpER. Is that system self-sustaining? 

General CorpERMAN. It should be, as far as the civilian part of it 
is concerned, but the military use of the system as a whole is not 
reimbursed. 

Senator ELLENDER. Your method of reimbursement is to get each 
of the services to provide a certain amount of money in proportion 
to the amount of use; is that correct? 


PROPOSED SALE OF SYSTEM 


General CorpERMAN. No, sir. The services do not provide reim- 
bursement to the Alaska Communication System for services rendered. 
There is now under consideration a plan to sell the system to a com- 
mercial telephone company. 

Senator ELLENDER. How much have we invested in that system? 

General CorprrMan. I do not have the figure right here. I can 
get it. 

(The following was later submitted:) 

The value of the Alaska Communication System plant as of January 1, 1957, was 
$47,691,044. This figure includes both the civilian and military portion. 

Senator ELtenper. Is that negotiation going on for that purpose? 

General CorpERMAN. We are now preparing legislation coordinating 
it in the various departments and will have a proposed bill for the 
Congress this fall. 

General Lawton. We will have to get authority before we can initi- 
ate our negotiations. In fiscal year 1958, this appropriation must 
absorb $137,000 in civil service retirement costs. During fiscal year 
1958, in addition to the same operating costs as the fiscal year 1957 
level, the Alaska Communication System will be required to operate 
the Seattle-Ketchikan-Skagway coaxial submarine cable, a project 
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authorized by Congress on which construction was started in fiscal 
year 1954, and which was completed during fiscal year 1957. Con- 
sidering the enlarged facilities and the contribution to the civil-service 
retirement a reduction in this appropriation reduces it below the fiscal 
year 1957 level. 


HOUSE ATTITUDE ON USE OF RECEIPTS 


The language in the House Appropriation Committee’s report indi- 
cates that it is the intent of the committee that the Army be allowed 
to use 15 percent of the fiscal year 1958 receipts of the system, as per- 
mitted by language in the bill. To date, apportionment of receipts 
has never been permitted by the Bureau of the Budget. 

It is on this basis that the Department of Army requests restoration 
of the $700,000. 

The policy of the Bureau of the Budget has been that this money 
is not available to the Acmy except in case of emergency. We had 
attempted, I think, 2 or 3 years ago to have some of this money 
apportioned to the Army. 

That was denied by the Bureau of the Budget on the basis that 
the language, while it does not expressly state it is for emergency 
purposes, is considered by the Bureau to be for that purpose only. 

Senator ELLenpErR. This 15 percent goes back into the Treasury? 

General Lawton. Yes, it goes back into the Treasury; yes, sir. 

Senator ELLeENDER. What difference would there be in letting it go 
o Oe Treasury or appropriating it if you need it to pay your part of 
the bill? 

General Lawton. I see no difference. 

Senator ELLENDER. That is your contention? 

General Lawton. Yes, sir. The Army’s position is that if the 
committee and the Senate will see fit to put such language into the 
bill or into the committee report to, say, force the Bureau of the 
Budget to allow us to use this 15 percent, that would be entirely 
satisfactory to the Army. 

Senator ELLENDER. That is a detail? 

General Lawton. Yes, sir. I think it would be much simpler to 
simply restore the money and let it go through regular appropriation 
and apportionment channels as they have in the past. 

The next item is the promotion of rifle practice, and I have a state- 
ment of reclama which I would like to insert for the record. 

(The information referred to follows:) 


PROMOTION OF RIFLE PRAcTICE, ARMY 
(P. 10, line 15) 


INTRRIINN i  S oc inaklie diced okceasmeewtenwo wake kne $357, 000 
penne ss Josie Sh CL ee Oa ad ees Ses wor neeea = 300, 000 
PENNNOR 319 alee cl aoa coe elie oe oe detegennevaclj- 225, 000 
UR Satta i, et cee EE hai aca hires et a onal 6 cei ...-. 225,000 


(House hearings, p. 1331) 
The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 15, strike out “$225,000” and insert in lieu thereof “$300,000”, 
which is the budget estimate and an increase of $75,000 over the House approved 
amount. 
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EFFECT OF PROPOSED AMENDMENT 


Restoration of the $75,000 will provide funds for travel of State civilian teams 
of 10 members to the site of the national matches at Camp Perry, Ohio. 


HOUSE COMMITTEE REPORT 


“* * * The reduction is a reflection of the continued disapproval by the com- 
mittee of appropriating money for the travel of civilian teams to national rifle 
matches, for which $75,000 was requested. 

“The revised programing of funds requested (p. 1341 of the Army hearings) is 
approved with the deletion of $75,000 for travel of civilian teams.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The National Defense Act, approved June 3, 1916, as amended, establishing 
the National Board for the Promotion of Rifle Practice, also established the na- 
tional matches. The act states in part as follows: ‘“‘That there shall be held an 
annual competition, known as the National Matches, for the purpose of competing 
for a national trophy, medals, and other prizes to be provided, together with a 
small arms firing school, which competition and school shall be annually under 
such regulations as may be prescribed by the Secretary of War. * * *: Provided, 
That no competitor shall be entitled to commutation of rations in excess of $1.50 
per day, and when meals are furnished no greater expenses than that sum per 
man per day for the period the contest is in progress: Provided further, That in 
lieu of traveling expense and commutation of rations while traveling the sum of 
5 cents per mile may be paid to civilian competitors, and such travel pay for the 
return trip may be paid in advance of the performance of the travel * * *” 

Prior to World War II, Congress provided funds for travel of civilian teams. 
In 1940, 52 rifle teams were represented at the national matches and took the 
course of instruction in the Small Arms Firing School. Last year there were 7 
such teams attending. Past experience indicates that this small subsidy provides 
the necessary stimulus to encourage greater civilian participation. The amount 
requested is approximately one-third of the amount aurhorized if such travel were 
paid under authority of civilian travel regulations. 

All civilians attending the national matches at Government expense are required 
to attend the Small Arms Firing School. This school concentrates on training 
instructors by providing a course in the latest marksmanship techniques. There 
is an acute shortage of qualified civilian instructors necessary to train youth of 
preinduction age and to organize rifle clubs. The Small Arms Firing School is 
the best method of developing new instructors to satisfy this requirement. The 
Small Arms Firing School is conducted by the best instructors available at the 
United States Army Infantry School, Fort Benning, Ga. Their abilities are 
outstanding and they teach the latest and best methods of instruction known. 

The greatest need, as far as civilian marksmanship is concerned, is for instructors 
in order that the level of training can be raised. 


HOUSE HEARINGS 


“Travel expenses of civilian teams 

“Mr. Forp. How can you handle this transportation of civilian teams for 
$75,000 this year when you proposed $128,000 last year? 

“Mr. Mitton. By this reasoning, sir: Last year the $128,000 was premised on 
2 teams, a pistol and a rifle team, from each State, totaling 17 men. This year 
we have put in for only 10 men from each State. It may be a combination of the 
two weapons. 

“Mr. Forp. Has there ever been any thought given to the possibility of paying 
a portion of this travel provided the people who participate are willing to pay the 
remainder? 

“Mr. Mitron. I will defer to Colonel Stevenson, if I may. 

“Colonel Stevenson. Actually that is what we are doing at present. These 
figures are based on allowances which were set in 1924, by which they get 5 cents 
a mile for travel and $1.50 a day per diem, which we think is only a fraction of 
what their cost would be. So in effect we are giving them only a small subsidy 
toward their total expenses of going to and from the matches. If we tried to 
charge this off under the current travel regulations, that figure would be three 
times as large as we request because they would be allowed $12 a day per diem 
and 8 cents a mile for travel. 
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“Mr. Miter. Do you not think that your position so far as the record ig 
concerned would be better if that were fully spelled out? 

“Mr. Rixey. I think it would be. 

“Mr. MILLER. The assumption is that you are paying all their expenses or 
paying that on the same basis that military travel would be paid. 

“Colonel STEVENSON. NO, sir. 

“Mr. Mitton. May we provide a statement for the record on that, sir? 

“Mr. Forp. I think it would be beneficial to show how you arrived, step b 
step, at the figure of $75,000, and then indicate how much it would cost if you 
paid on the regular $12 per diem and other ordinary costs which constitute travel, 

“Colonel Stevenson. We can do that and submit it for the record. 

“Mr. Miuuer. You are actually paying only a subsidy to help the individual 
or the organization pay the expenses, but on the showing a casual observer would 
think you were putting in for their full travel expense. 

“Mr. MILton. We will provide you with a detailed breakdown, showing mileage 
and per diem cost and so on. 

“Mr. River. I think it would be well to stress the fact that this is only a partial 
reimbursement for their travel.” 

(The information referred to follows:) 


Travel of civilian teams 





Location Mileage 10 members, | 10 members, 
at $0.08 mile | at $0.05 mile 













ME IG aa ies nk k ka Lakes ecotnlads iaitsbtahew nies 1, 454 $1, 163 $727 
RN I i cscs dag encanta Sioniprnien ime tne 7, 994 6, 395 3, 997 
UE NG fy nas bose u tk chee detcgegecdthcheidosaawade 3, 892 3, 113 1, 946 
EE RESIS SPE SS ae ee eee ae ee 1, 638 1, 310 819 
NE en od is dccnag eanad aonemaihanies 5, 060 4, 048 2, 530 
I oe ease ainmn athe spelen 2, 602 2, 082 1, 301 
EE ona cacknduae somageer sahlasaucaeuanned 1, 366 1, 093 683 
CII Sahat Ghee ie tbs ctcnb aaa 1,176 941 588 
I Sao nin cueusidaiecic anata chi ganuaaed ds tseien 1, 062 850 531 
Tampa, Fla____. 2, 498 1, 998 1, 249 
pO Lane seas cadet eden 1, 450 | 1, 160 725 
IL TRENI hs ns eB coues cht aeeiteac ult isles detaetkibde dibs 9, 850 7, 880 4, 925 
SER ar Sarees tink te whe nies eet 4,096 3, 277 2,048 
OE). See eee eaas sieaihistiegtes ag ciabtnstiaie reat a 534 427 267 
Indianapolis, Ind.-.......-.------ dete pena eeactanknaen 358 286 179 
“ES Fa ee ee 1, 248 Y9S 624 
UR, MN ae okie he cesine de taaewanenwubinan am 1, 720 1, 376 860 
SN ot ooh noc doh bopdaatiabatonetanenacnah anncsnea% 726 581 363 
I 2 den ak ta deat nan decd hae ein caewibielin 2, 142 1,714 1,071 
SIN is, 2 oct Lain wb Ubud a ob dus se daodaieesale 1, 742 1, 394 871 
EE 6 sons 0 sd iaidaase to ~ chadbvihamsbinckgnienanhinretin ote 1, 088 870 544 
I id i knees Khe ghee ah np pane haw Gmiaeen 1, 512 1, 210 756 
Bs Mr oa sion on slo sakncn One acus conn Svuctwsectecd 192 154 96 
II li cnt sin’ nde maga gscacyas banlos ands op yi mile dp 1, 334 1, 067 667 
NN PE ow oar ec aw anne inctet hanna vb aate rin igeaiegees 1, 926 1, 541 963 
SI SU IIEONS S65 oo cb cemaena dai egpaenbwknae pecan 1, 436 1, 149 718 
NO 6s aa hak ee eee pea cae 3, 154 2, 523 1, 577 
| yl ae ee ee Adibduwcawtvwianbndea Ri citDidat 1, 510 1, 208 755 
a iti siniccinsichin deaptenrp ile ccaitesAaa SD aiptieiiccare sem iatncs etait 4, 570 3, 656 2, 285 
Portsmouth, N. H-__----- cer niaeuiadkonia aed odtaretna cae anenaey 1, 636 1, 309 818 
LS Se Sdn elaine Soekings hadebhuud tees duns 1, 188 950 594 
Santa Fe, N. Mex... bbs andes ci rh. agian ateannal 3, 112 2, 490 1, 556 
New York, N. Y- cdi ieee 1, 204 1, 035 647 
0 “re 1,610 1, 288 805 
oo SS ee ee ie 2, 280 1, 824 1, 140 
Cincinnati, Ohio__._-__-_- Pt aes) ee eee ee 470 376 235 
NN EIDE COME EAC Oe TE 2. 024 1, 619 1,012 
Portland, Oreg-__---- Z Sapieitniebesbnbsadaete Shot ats 5, 036 4, 029 2, 518 
Philadelphia, Pa-._.---_- basis cprbcaicaian nepal aia 1, 122 898 56 
SN NN et eS, oes wide ak beanie aageieieae de Sinleintis 5, 164 4, 131 2, 582 
EL hak sire cis agnirneend tgneian~eginneemineme cents 1, 600 1, 280 800 
Charleston, 8. C______-- nk niin RAD MNT STAR anda pee arate ae 1, 954 1, 563 977 
Rapid City, 8. Dak-.--. 1 wisn dln dinitn antares pratcele Mayach eanTamaatrage 2, 414 1, 931 1, 207 
BENE TE os coca annie diidtudedanusaenddee bl iebatansan ; 1, 458 1, 166 729 
I a i Le x scan ac ghnuteaupnniuiniestie . 2, 138 1,710 1, 060 
Salt Lake City, Utah si hadi teceineh eal dace atta cialocen-ab cae 3, 562 2, 850 1, 781 
Montpelier, Vt_..-------- sth Sac sca oakberedatin tae 1, 956 1, 565 978 
Quantico, Va__-- Sa esncsivts tached svi 'ghied a nhabiain 1, 132 906 566 
i i ence nab bude dipodticta enue eee 4, 922 3, 938 2, 461 
Charleston, W. Va-_-- . Finca ceaeaiaigh Ahinat te gJaipiope water 688 550 344 
DEN ITI sinc ccn pe lansonatotostyeoebsecsths weengeee 7 563 352 
SI HII cktan ik on ds ceonneseademanene sakes 2, 524 2,019 1, 262 
caniinccubhonnksdéunicnnesuscdnismauestalarnssinceace 119, 318 95, 454 59, 659 
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Comparison of costs 
Standard travel regulations: 
Total mileage, 52 teams, 119,318 miles, at $0.08 per mile 
$12 per diem per day for 20 days for 520 members 


Total 


As proposed by NBPRP: 
Total mileage, 52 teams, 119,318 miles, at $0.05 per mile 
$1.50 per diem per day for 20 days for 520 members 


“PARTICIPATION OF CIVILIAN TEAMS IN NATIONAL MATCHES 


“Colonel Stevenson. I would like to comment briefly on the travel of civilian 
teams and why we consider it important to the program. We realize that 500 
people going to the national matches is not going to cover the whole field, but 
it is an inducement, and it is a goal that a civilian can work for, to get on the 
State team and be at least partially subsidized to go to Camp Perry. I know 
from my experience in talking with many civilians who have taken advantage 
of this program in the past that they have benefited greatly by the 20 days that 
they have put in at Camp Perry. We have a great need for instructors, We 
are not getting nearly as high a percentage of qualifications in this program as 
we should get. People fire the qualification course, but do not qualify. That 
indicates that the quality of the instruction and of the instructors is not high 
enough. We must develop from year to year more qualified instructors. Even 
an output of 500 a year, which this program at Camp Perry would turn out, I 
think, would be a great benefit. 

“Mr. Forp. Do I recall correctly that seven of these State teams participated 
in the firings last year? 

“Colonel STEVENSON. Yes, sir, we had 7 State rifle teams last year, and in 1940 
there were 52. 

“Mr. Forp. How many were there in 1955? 

“Colonel STEVENSON. I believe there were six, if my memory serves me 
correctly; something in that area. 

“Mr. Forp. Could you show us the trend since 1940 on an annual basis? 

“Colonel Stevenson. I believe I have that here. In 1952 there were 2 civilian 
teams, in 1953 there were 13, in 1954 there were 10, in 1955 there were 7, and in 
1956 there were 7. Of course, there was a lag from 1940 to 1952 when there 
were not any matches. 

“Mr. Forp. That is all, Mr. Chairman. 

“Mr. Ritey. Have you any questions, Mr. Miller? 


“DEVELOPMENT OF INSTRUCTORS 


“Mr. Miter. I understand, Colonel, that one of the reasons why you think 
this is important is that it makes it possible for the people who attend at Camp 
Perry to be brought up to date with the latest thinking and techniques in training. 
To what extent do the participants in these matches act as instructors when they 
go home? In other words, in any line of endeavor from baseball to rifle shooting 
you have star performers who are brilliant individually but are not necessarily 
good coaches, instructors, or helpers for other people. The concern I have is 
that the people that you take to those matches are primarily the ones that are best 
shots, the ones that are the outstanding competitors, but it does not necessarily 
follow that they would be the best instructors. What can you say on that point? 

‘Colonel StEvVENSON. That is correct, sir. The ones who go there are the best 
in the State competitions. We give them a 4-day, concentrated course in methods 
of instruction, primarily. We hope to take those people and make good in- 
structors out of them. 

“Mr. Mitier. Do they serve as instructors when they go back home? That 
is the trouble. 

“Colonel Stevenson. That is something you cannot tell. 

“‘Mr. MILLER. Sometimes some of these stellar performers are a little tempera- 
mental. They are stars. Sometimes they do not feel the urge that some other 
people do to pass on their knowledge. I would question the personnel on these 
championship teams being necessarily the best instructors. They may be able to 
do it themselves. They have the gift for it. But sometimes they do not pass it 
on to the other fellow. 
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“Colonel Srevenson. We do not have any way of telling when they go hack 
how many of them actually do serve as instructors. I have talked to some indj- 
viduals who have been to Camp Perry on these teams. One of them, Mr. Court- 
ney, who is the president of the Virginia State Rifle Association, went up there 
2 years on the team, and he told me last year, talking about this program, that 
during the intervening years he had personally instructed at least 2,000 young 
men in shooting, and he thought the money spent on him was certainly well spent, 
and I agreed with him. I think that there are many cases similar to his.” 

(The following additional material was furnished for the record:) 

The following excerpts from letters written to me after last year’s national 
matches further illustrate the value of the instruction at Camp Perry. 

“T attended the SAFS (Small Arms Firing School), rifle, during our first visit 
to Camp Perry this year with my two junior-riflemen sons. I wanted my boys to 
get the benefit of preliminary basic training with the M1 rifle before their induc- 
tion into military service after high-school graduation, even if only for the psycho- 
logical advantage. Neither our local junior or senior rifle clubs conduct DCM 
qualification courses for the M1. Consequently, Camp Perry was our last hope. 

“Taking the basic M1 course was a priceless experience for me, since I am, 
first, a pistol shooter, second, a small-bore rifleman; never having had the privilege 
of military service, the course also converted me from being a critic of the M1 to 
a profound admirer of the talent that created the superb weapon the M1 turned 
out to be. 

“Tn the not-too-distant past I have been an assistant marksmanship small-bore 
rifle instructor. I value the experience of helping numerous youngsters learn the 
safe and efficient use of arms. I now feel that I could be even more useful to 
the coming generation if I succeed in acquiring an M1 instructor’s certificate after 
taking the advance M1 instructor’s course at Perry in 1957. I am also keenly 
interested in facilities for improving my own M1 proficiency so that I can advance 
myself for DCM qualifications.” 

* * * * * * * 


(Signed) JoHN M. MrrMak, 
642 North Pine Street, Lancaster, Pa. 
* * * * * * * 

“T would like to point out that I come from a university town of about 40,000 
population. From this community 2 people came to Camp Perry for the small- 
arms firing school only; 2 came for the small-arms firing school and the prastice- 
session firing; 1 for the small-arms firing school practice session, and Wimbledon 
match. I am the only competitor from my city who will be here, for the entire 
big-bore program. I mention this to illustrate to you the importance of the 
small-arms firing school (rifle) to the civilian marksmanship program. I would 
guess that the average of the 6 people from my community who came here for 
the small-arms firing school would be under 30 years. 

“T, myself, will take the knowledge I gained here at Camp Perry back to the 
University of Michigan, where I am the faculty adviser to the rifle team and 
rifle club. One of the other six people from my community who was here at the 
small-arms firing school is the adult supervisor for the Optimist Junior Rifle Club 
in our town. Two of the six people (mentioned above) have not served their 
Government service and will take the knowledge they gained here at Camp Perry 
into the Armed Forces with them. Every dollar of the taxpayers’ money spent 
on the small-arms firing school has been well spent, and the only suggestion I can 
make is that the small-arms firing school (rifle) be enlarged so that more civilians 
may attend it, and that it be lengthened to allow the excellent teachers more 
time. 

“T would have enjoyed bringing a collegiate team to the small-arms firing school 
and national trophy matches from the University of Michigan but, unfortunately, 
it was not economically feasible. I hope that next year Congress will appropriate 
enough money to allow the National Board for the Promotion of Rifle Practice 
to put civilian and collegiate varsity teams ona per diem so they may attend the 
matches. The value to the country of having collegiate big-bore teams is obvious. 
Boys on our collegiate rifle teams of today are our military officers and community 
leaders of tomorrow. They are also our raw material for the Olympic rifle teams. 
The State teams, naturally, have an older average age; those who will be too old 
to go on active duty are the backbone of the civilian instructional staff for more 
new shooters. A feeder system must be maintained, composed of experienced 
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techniques of encouraging and instructing new 





older shooters trained in the 
shooters.”’ 
* * * * * * * 
(Signed) Joun B. Srerson, M. D., 
Faculty Adviser, University of Michigan Rifle Club, 
Ann Arbor, Mich. 








ON DEVELOPMENT OF INSTRUCTORS 





EMPHASIS 







“Mr. Mriuier. There is no question that in a program as large as this there 
would be some dedicated people who do a lot of work after they get home, but 
I am afraid there also would be some who would not. Is there anything you 
could do in connection with your program to tie it in, to give them the feeling 
that they have a responsibility to make use of the know ledge they acquire? 

“Colonel Srevenson. We can and we will in our quarterly letters to the State 
adjutants general and the presidents of the State associations. We will certainly 
bring to their attention the purpose of sending these people there, and tell them 
that they should, where possible, pick out men who are potential instructors. 

“Mr. Mruron. I think we ought to go further than that. I think this is a very 
valuable suggestion. I would like to take that up when I go up to Perry at the 
beginning of the rifle matches. I think that is the place to hit it and to get as 
many of these people who are expert to coach of those who can. As Mr. Miller 
says, there are a lot of them who cannot. ‘ 

“Mr. MituerR. We all admire a winner. We all want the best shots to perform. 
But actually the basis of this program and the justification for it is not to help 
some expert become better but it is to help the expert teach somebody who is 
not an expert to become one. I think that emphasis ought to be kept in mind, 
because that is really the justification for the program. 

“Colonel Stevenson. We put out an instructor’s certificate at the matches. 
Of course, those who are not potential instructors do not get a certificate. How- 
ever, they would not be sent up there again. 

“Mr. Miiuer. I am more concerned about the man who gets this certificate 
giving instruction when he goes home rather than putting it on the wall to be 
admired. 

“Mr. Mitton. I would like to aggressively pursue that, Mr. Miller, and if 
you will grant me permission, I would like to say that in our committee delibera- 
tions this point was raised and that we ought to emphasize it. 

“Mr. Mitier. Thank you. That is all, Mr. Chairman.” 

























TRAVEL FUNDS 









Senator ELLENDER. What is the difference between this one and 
the one of last year? 

General Lawron. There was no money last year for the travel of 
the civilian rifle teams. 

Senator ELLENDER. We did provide some money. 

General Lawton. Not for travel. The Senate inserted the money 
in the bill for the travel of teams, and it was removed in the con- 
ference. 

Senator ELLENDER. Yes; I remember. 

General Lawton. Yes; this committee did restore it. 

Senator ELLENDER. How about ammunition? 

General Lawton. That is being furnished by the services free of 
charge. 

Senator ELLenper. That is furnished by the Army. 

General Lawton. The House of Representatives reduced the fund 
request of the National Board for Promotion of Rifle Practice by 
$75,000, representing funds for the travel of one civilian team from 
each State and Territory to the national matches. 

Members of civilian teams who attend the national matches at 
Government expense are required to participate in a small-arms firing 























92576—57 44 








688 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


school. ‘This school, which concentrates on the training of instructors, 
plays an important role in furthering small-arms marksmanship train- 
ing among the Nation’s youth. 

There is at present an acute shortage of civilian instructors qualified 
to train youths of the preinduction age and to organize and supervise 
rifle and pistol clubs. The Army, therefore, requests restoration of 
$75,000 in this appropriation. 

In brief, except for the $516 million in procurement and production, 
the $104.8 million deutschemark equivalent and the $3.8 million 
reduction for headquarters personnel in operation and maintenance, 
and $400 million in military personnel, Army, replaced by the transfer 
of a like amount from the Army stock and industrial funds and the 
$10 million in Reserve personnel, Army, replaced by fiscal year 1957 
unobligated funds in this appropriation, the Department of the Army 
requests the full restoration of the reductions made by the House of 
Representatives in the Army’s fiscal year 1958 budget, totaling 
$190.9 million. 


UNAPPORTIONED FUNDS 


Senator ELLENpER. General Lawton, I would like to ask you one 
question. 

You stated this morning that there was quite a lot of money being 
held back by the Bureau of the Budget—that is, it had not been 
apportioned. 

If it is not spent or obligated from now until June 30, will that not 
have the effect of increasing your unobligated balances? 

General Lawton. I testified this morning, Mr. Chairman, that 
there would be about a billion dollars that was presently unappro- 
tioned to us. 

Out of that amount there will revert to the Treasury about $10 
million in the National Guard; $8 million in the Reserve personnel, 
Army, appropriation; and something like $600,000 in the operation 
and maintenance of the Alaska communications system that has been 
unapportioned. 

The other amounts, approximately $975 million, are in no-year 
funds, which are carried into fiscal 1958 and can be used by the 1958 
programs. 

PORTION TO BE USED FOR EQUIPMENT 


Senator ELLENDER. What portion of the $900 million plus, is to be 
used in order to buy equipment for commitments already made? 

As I recall the explanation, you held back unobligated balances— 
let’s say in the purchase of tanks or airplanes. 

General Lawron. Yes, sir. 

Senator ELLenpeER. As I recall, you might obligate from 60 percent 
to 70 percent on an order, and then you retain the rest in order to buy 
the equipment, in order to complete the item. 

General Lawron. The short-lead-time item, ves, sir. 

Senator ELLENpDER. How much of this $900 million plus will remain 
uncommitted? 

General Lawron. I might say there, sir, that this money that you 
are speaking of is not unapportioned. That money has already 
been apportioned to us. 

It is in the procurement and production appropriations. That 
money is committed at the present time. We have to have that 
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money in hand before, or it should be in before, we can negotiate with 
our contractor. 

Senator ELLENDER. So that no part of the $900 million is committed 
to any existing contract? 

General Lawton. That is for use in fiscal year 1958 against our 
program. 

Senator ELtrnper. Has that amount been considered? 

General Lawton. Yes, sir. 

Senator ELtuenpeEr. The total amount? 

General Lawton. Yes, sir; very definitely in the carryover amounts 
that were given you by Secretary McNeil, being carried over past the 
end of this year: A billion 705 million dollars. 

Senator ELLENDER. That amount is to be used? 

General Lawton. Yes, in fiscal year 1958. 

Senator Ettenper. That amount would form a part of this pro- 
gram for 1958? 

General Lawton. Yes, sir. 

Senator Extenper. That amount added to the appropriation will 
equal the total amount you are asking for in the appropriation? 

General Lawron. That is correct, sir. That money has been 
carried over, sa you will recall, in large amounts for a number of years. 

Senator ELLeNpER. So that is not tied to anything you make 
existing contracts though, but you do have, aside from that, quite a 
sum in unobligated balances that are to be utilized later, in order to 
complete the purchase of equipment; is that correct? 

General Lawron. Our commitment given this year is estimated at 
about $200 million. 

Sentor ELLENDER. Let’s understand each other. 

General Lawton. Yes, sir. 

One of the very things we were talking about the other day with 
regard to engineering changes, short lead-time items, transportation, 
and so on. 

Senator ELLENDER. All right, engineering and so on? 

General Lawton. Yes, sir. 

Senator ELLENpER. All those different things? 

General Lawton. Yes, sir. 

Senator ELLENDER. Proceed, General. 


















REDUCTION IN UNEXPENDED BALANCES 





General Lawron. In conclusion, I would like to outline the Army’s 
financial position. From a financial management viewpoint the Army 
has been progressing steadily in its campaign to tighten fiscal controls 
and to reduce its unexpended balances. The success of the Army in 
attaining this objective is illustrated by the second chart I have here. 

I have tried to avoid, insofar as possible, the impact of the Korean 
war years by going back only to fiscal year 1955, although there is 
still some distortion in fiscal year 1955, fiscal year 1956, and fiscal 
year 1957 due to the excessive carryovers in procurement and produc- 
tion funds. 

I have also omitted MAP fund reservations and restricted the 
analysis to appropriated Army funds and reimbursements earned. 
The chart shows the actual and estimated year-end balances for fiscal 
years 1955 through 1958. 
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You will note that from the end of fiscal year 1955, unexpended 
balances have been reduced from $11.3 billion to an estimated $4.7 
billion at end of fiscal year 1958, more than a 58-percent reduction. 

The obligated balances, that is, obligations made but that at year. 
end are still unliquidated, have been coming down gradually, to what 
is now approaching the minimum for a budget of the present size, 

Continuing emphasis is being placed in the financial management 
program on the more expeditious handling and prompt payment of 
bills, and in the procurement area on the reduction of lead time 
funding in the making of obligations. 

As indicated on the graph, the curve is flattening out, and while T 
am confident our improved fiscal practices will continue to show 
progress, the larger gains have been made. 

The unobligated balances have been reduced drastic ally over the 
4-year period from $6 billion at end of fiscal year 1955 to an estimated 
$300 million at the end of fiscal year 1958. The reduction is occa- 
sioned largely in the ‘Procurement and production” appropriation 
and is caused by using up the remainder of the large carryover resulting 
from unused appropriations and cancellation of a large number of 
contracts at the end of the Korean war, which gave us a balance at 
end of fiscal year 1954 as high as $5.5 billion. 

Other major reductions, by tighter management and reducing fund 
requirements to a minimum, have taken place in the “Military con- 
struction and research and development” appropriations. Balances 
as projected at end of fiscal year 1958 are at a minimum. 


CARRYOVER AT END OF KOREAN WAR 


Senator ELtenperR. That is because of the terrific carryover you 
had at the end of the Korean skirmish? 

General Lawron. That is correct, sir. Changes in unexpended 
balances occur as annual budgets vary in size, but in general it may 
be stated that carryovers, both obligated and unobligated, are well in 
hand. Continued improvements in management techniques and the 
development of more efficient controls w ill be sought and applied. 

This concludes my presentation at this time. I will be pleased to 
answer any questions you may have. 

As mentioned earlier, the Army program directors who will follow 
me will discuss the fiscal year 1958 programs in detail, and will be 
qualified and prepared to furnish additional information as may be 
desired. 

(The charts referred to follow:) 


TH 
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CMT ALD MT a A Ro 


@ APPROPRIATION 


MILLION DOLLARS 


TITLE ACTUAL ESTIMATE 
FY 56 FY 58 


MILITARY PERSONNEL, ARMY 3,650 3,549 
OPERATION AND MAINTENANCE, ARMY 3,032 3,3% 
PROCUREMENT AND PRODUCTION, ARMY 1,894 1,394 


RESEARCH AND DEVELOPMENT, ARMY 404 400 
ARMY NATIONAL GUARD 320 
RESERVE PERSONNEL, ARMY 207 
Mit CONST, ARMY RES FORCES 55 


MALITARY CONSTR, ARMY 
OTHER APPROPRIATIONS (3) 


SUMMARY 
IN BILLIONS 


 s2n5 mit OBLIG FROM FY 58 @ MILITARY STRENGTH 


WOA FOR MCA INCLUDED IN THOUSANDS 


ACTUAL ESTIMATE 
FY 56 FY 57 FY 58 


BEGINNING 1,108.3 1,024.9 1,000.0 
ENDING 1,024.9 1,000.0 1,000.0 
MAAN-YEAR 1,082.0 999.8 997.0 
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unexpended balances 


@GENERAL AND SPECIAL APPROPRIATIONS 


BILLIONS AS OF 30 JUNE BILLIONS 
$15 $ 15 


FISCAL YEAR 
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ALASKA COMMUNICATIONS SYSTEM 


Senator ELLENDER. General Lawton, you have answered quite a 
few questions as you went along, but there is still one question, I 
would like to ask on the Alaska communications system. 

In the amounts you gave a moment ago, you stated that $600,000 
had not been apportioned by the Bureau of the Budget. Am I 
correct? 

General Lawton. Yes, sir. 

Senator ELLENDER. $600,000? 

General Lawton. An estimated $600,000. 

Senator ELLenvER. If $600,000 will not be this year, why is it that 
you are asking for reinstatement of the $700,000 cut by the House? 

General Lawron. This was the unapportioned amount, sir. This 
is money which we were not permitted to use by the Bureau of the 
Budget. 

It was money for which we requested apportionment but which 
was reduced by that amount. 

Senator ELLENDER. How were you able to get along without it? 


REDUCTION IN SERVICES 


General Lawton. It was a question of reducing the services that 
we supplied in that area. 

Senator ELLENpDER. Did everything go pretty well with the reduced 
service? 

General Lawron. I would like to ask General Corderman to speak 


to that, as this is his appropriation. 

Senator ELLENDER. In other words, who suffered by it? When we 
start services there is no end. 

General CorpERMAN. On this question of unexpended surpluses: 
$5 million was appropriated for fiscal year 1957, and we expect to 
expend $5 million for the Alaska Communication System. 


RECEIPTS COVERED INTO TREASURY 


Senator ELLENDER. Where will you get it from if you give it back 
to the Treasury? 

General CorpERMAN. For years now we have been doing the same 
thing. Everything that we collect from the civilian use of the system 
is returned to the Treasury. 

It was returned to the Treasury in 1957, and while the authorization 
is in the bill for us to expend this money up to 15 percent, as General 
Lawton said, the Bureau of the Budget has never permitted us to do 
this. The entire amount in the sum of $3,800,000 is being returned 
to the Treasury this year. 

Senator ELLeNnpER. Is that $600,000 a part of that $3.8 million? 

General CorDERMAN. Yes, sir. That would be the 15 percent of it, 
which would be roughly $550,000 or some such figure; but that is not 
being made available to us. 

It is being returned to the Treasury and is not being expended, so 
we are only living on what has been appropriated, which was $5 
million in fiscal year 1957. 

Senator ELLENpER. That is what you have done in the past, is it 
not? 

General CorpDERMAN. Yes, that is what we have done in the past. 
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ADDITIONS TO SWITCHBOARDS 


This year the appropriation was for $5,700,000 for the additional] 
requirements that General Lawton indicated. To make full use of 
the new cable we must construct additions to switchboards in Alaska, 
and add additional operating personnel. 

Senator ELLtenpER. Who paid this $3 million plus that you just 
mentioned, the civilians or the military? 

General CorpERMAN. These were collections made for telephone 
and telegraph services performed for civilian users. It was collected 
and reverted to the Treasury. 

Senator ELLenpER. So that the Army and the Navy and the Air 
Force pay into this system around $2 million? 

General CorperMAN. I do not quite understand how you arrive at 
the $2 million. 

Senator ELLeENpDrER. Actually the appropriations amounted to 
$5 million. 

General CorperMAN. That is not the entire cost of the system, 
because the cost of all the military personnel that is used in the system 
would be an additional cost, so you cannot just say the $5 million is 
the total cost. The total cost runs around $11 million. 

Senator ELLENDER. Where do you get the money to pay this 
additional cost? 

General CorpERMAN. $6 million comes out of the military personnel 
appropriation paying the officers and the soldiers that work on the 
system, and the $5 million is included in this appropriation bill and 
covers the expenses for civilian personnel and further construction 
and operation of the system. 

Senator Taye. Mr. Chairman. 

Senator ELLENDER. Senator Thye. 

Senator Tuyer. Is there a sufficiently large load waiting to use your 
line to justify the increased switchboard operation and personnel? 
General CorDERMAN. Yes, sir. 


INCREASE IN REVENUES 


Senator Toyz. Would the revenues rise? 
General CorpERMAN. We expect the revenues to increase. 
Senator Toye. What is happening to those wishirg to use the 
system that your system cannot accommodate? 


DELAYS IN PLACING CALLS 


General CorpeRMAN. There are long delays in placing the calls. 
There are also delays in sending the messages through because we do 
not have enough personnel or the facilities at the end of the line. 

Senator Toys. If I were wanting to place a call as a civilian, bow 
long a wait would I normally have on your system? 

General CorpERMAN. This will be a little hard to answer because 
of the fact that this cable was installed just last December, and the 
traffic has been building up gradually as the public learns that it is 
available. 

It depends on the time of day, and it can vary from 20 minutes up 
to 4 hours, and on busy days it might run even longer before you could 
get a call through from Alaska to Seattle. 
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Senator Toyz. Let me go back a step further, before you ran the 
new cable; what was the situation then? 

General CorpERMAN. That is the time I am talking about. For 
the new one, I do not know what the experience is. 

Senator Toyz. You are now talking about the existing facilities— 

uipment, personnel, and so on—and that what you now have is an 
fAditionsl cable and you wish to build up your switchboard to accom- 
modate the additional cable; is that correct? 

General CorperMAN. That is correct. The cable will not serve its 
purpose unless we have the facilities at the end of the line. 

Senator Tuoyr. You would have to have a switchboard? 

General CorprerMAN. A large one. 

Senator THyE, You would have to have personnel to operate it or 
otherwise your cable will only stand there to safeguard against some- 
thing going wrong with the existing cable. You will not have the 
earnings until you have built up your personnel and switchboard to 
accommodate the full capacity of the new cable? 

General CorpEeRMAN. That is right, nor are we giving the service. 

Senator Toye. Of course, the primary service is military—it is to 
meet and serve a military demand, but from a standpoint of accom- 
modating the existing civilian demand, they have to wait their turn. 
If you have the personnel and the switchboard, you then can make full 
use of the cable and your revenues from that service will revert to the 
Treasury and retire the cost of the new cable that was laid. 

Otherwise, you have a deterioration of new cable as time goes on. 

General CorpDERMAN. Yes, sir. 

Senator Toye. Thank you. 

Senator ELLENDER. General, I am somewhat confused about the 
operation of this communications system. What connection is there 
between the $600,000 that has been mentioned and the $3.8 million 
that was returned to the Treasury? 

General Lawton. May I explain that? 

Senator ELLENDER. I wish you would, because I am more confused 
now than I have ever been. 

General Lawron. I should have explained it before. 





UNAPPORTIONED FUNDS 


This $600,000 that I said was the unapportioned amount, sir—as I 
remarked when we were discussing the attitude of the Bureau of the 
Budget on the use of this 15 percent last June—that is June of 1956— 
we had $500,000 transferred out of this 15 percent of receipts to the 
Army account. 

Then when we went to get the money apportioned by the Bureau 
of the Budget, they refused to apportion that money, as this money 
was not appropriated, but was added to the account at our request. 
We were not permitted to use it by the Bureau; so that $500,000 was 
additional to the $5 million which we are using in fiscal year 1957. 

Our actual use of money in fiscal year 1957 is $5 million, which was 
the amount appropriated a year ago. This $500,000 was money 
transferred in from receipts and then not permitted to be used by the 
Army. It was not apportioned to us, so there is the actual difference 
between the usage in 1957 and 1958, or the request for money, of 
$5 million and $5.7 million. 
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Senator Ettenper. Then $6 million of the cost of this facility is 
borne by the Signal Corps? 

General CorperMAN. By the Army; yes, sir. 

Senator ELLENpER. And $5 million is to pay for civilian employees, 

General CorperMAN. The civilian employees and the operating 
expenses, the maintenance costs, the repairs to buildings, upkeep, 
and so forth. 

AMOUNTS COVERED INTO TREASURY 


Senator ELLENDER. How much, of the tolls collected, is returned 
to the Treasury? 

General Lawton. $3,800,000, roughly. 

Senator ELLENDER. So that the cost of operation then to the Gov- 
ernment is the difference between $11 million and $3,800,000? 

General Lawton. That is right. 

Senator ELLtenprEr. I thought we were making a profit, but, un- 
fortunately, I was mistaken. 

General CorpeRMAN. We are transmitting messages for the mili- 
tary services, Mr. Chairman. 

Senator ELLeNnpER. I understand. 


PERCENTAGE OF SERVICE USED BY MILITARY 


Senator Toyz. Then, Mr. Chairman, let me try to ascertain what 
percentage of this actual service is used by the military and what is 
used by the civilians, and then we will get down to how much it 
costs to operate that unit. 

General CorpERMAN. I will have to supply that. I do not have it 
with me. 

Senator Ture. You don’t have it, but you can locate it? 

General CorpEeRMAN. Yes. 

(The information requested follows: ) 


Based on fiscal year 1956 actual number of telegrams sent and the number of 
telephone calls completed, the following is the percentage of messages handled: 


Civilian {Governmental 


Percent Percent 
a a a a ae 56.0 44.0 
PII ss Sa drtlindinn inckbsninndansconeacni naman Gbactdenennidte cc ek the 68. 4 31.6 


SERVICE ON NONREIMBURSABLE BASIS 


Senator ELLENDER. You charge yourself at the same rate as you 
charge the civilians? 

General CorpeRMAN. There is no charge for any of the Government 
services. It is done on a nonreimbursable basis. 

Senator Ture. Is the charge that you make to civilians equal to 
that which they would pay if the line was operated as a commercial 
enterprise? 

General Lawton. This would be determined by the FCC or what- 
ever the utilities commission that would determine that. They would 
set the rates. 

Senator ELLenperR. And do they now set the rates? 

General Lawton. They do not. 
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Senator ELLeNpER. They do not? 
General Lawron. No, sir. 


PROPOSED TRANSFER OF SYSTEM TO PRIVATE INTERESTS 


Senator ELLENDER. My guess is that if you turned that over to a 
private concern, you would probably pay more than you are now 
paying. That is something we want to guard against, and I hope 

e 


fore any effort is made to transfer it that you look into that very 
carefully. 


General Lawton. Yes, sir. 

We do not anticipate that it would cost us as much, but we are cer- 
tainly going to look into it very carefully. 

Senator ELLENDER. It is also possible that you might cut out some 
of the messages if you had to pay directly. 

General Lawton. Yes, sir. 

Senator Turk. Just one more question, Mr. Chairman. 

Senator ELLENDER. Yes. 


UNIQUE SERVICE 


Senator Turse. Have you a comparable service anywhere else in the 
world? 

General CorperMAn. I believe this is unique. I do not believe 
there is any other place where we handle civilian business in the quan- 
tity that we do in Alaska. 


Senator Toye. You do not bave any such service in Hawaii? 


General CorDERMAN. No, sir. 

Senator ELLENDER. You do have cables to Europe, or maybe it is 
the Navy? 

_ General Corperman. We do not handle civilian business over them, 

sir. 

Senator ELLENDER. I mean for the services. 

General CorDERMAN. Yes, sir; we have those all over the world, 
but we do not handle civilian business on them. 

Mr. Roperickx. The uniqueness is the dual service here. 

General CorpeRMAN. That is right. 

Senator Tuyr. But in Alaska, you do not have a civilian com- 
munication system, do you? 

General CorprRMAN. That is correct. 

Senator Tuyr. And, therefore, you have permitted this to be a 
service to civilians? 

General CorpERMAN. That was authorized back in 1900—and it 
has been in use ever since that time. 

Senator ELLeNnpeER. Is there anything else? 

General Lawton. No, sir. 

I would like to start on the next subject. 

Senator Toys. I have no questions, Mr. Chairman. It has been 
very thoroughly explained. 

Senator ELLenper. All right, who is the next witness? 

Mr. Ropericx. Lt. Gen. Donald P. Booth, Deputy Chief of Staff 
for Personnel, who will present the ‘Military Pay, Army,” appro- 
priations. 
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MILITARY PERSONNEL, ARMY 


Program and financing 


a a a aaa 


1956 actual 1957 estimate | 1958 estimate 





igang netics painntnsieaiee ni 
Program by activities: 

1. a and allowances of military personnel_._..___- $3, 109, 166, 310 | $2,981, 478,212 | $2,957, 216, 000 

2. Individual clothing of enlisted personnel - - _...-.. 84, 422, 053 91, 191, 000 93, 314, 000 

3. Subsistence --...........- Fb eerie whedon detain nk 227,015, 400 224, 570, 000 225, 386, 000 

4. Movements, permanent change of station - --_-__--_- 224, 629, 480 230, 479, 000 222, 908, 000 

5. Other military personnel costs_...............-.-- 5, 198, 820 5, 129, 000 50, 176, 000 

Y 1 NID isn a nncacntedimchaKacanadiank 3, 650, 432,063 | 3, 532, 847, 212 3, 549,000, 000 

Financing: 

Comparative transfers from (—) other accounts_..-_- —5, 324, 814 of 1, G0! -. 5 s -h 

Unobligated balance no longer available._.._......- 33, 987, 751 90 O00, 000.) nnn nnd 

Appropriation (adjusted) -..-.-.....-.....-----..- 3, 679, 095,000 | 3, 566, 694, 612 | 8, 549,000, 000 


STATEMENT OF GENERAL Bootu 


General Boorn. Mr. Chairman and gentlemen, I appreciate this 
opportunity to appear before you again this year to discuss the 
“Military Personnel, Army’? (MPA) appropriation request. 

In opening this discussion, I would like to emphasize two points. 
First, today’s requirement for an Army with greater flexibility in 
organization, equipment, and operations demands even greater apti- 
tude by Army personnel. 

New and more imaginative tactical concepts cannot be executed 
without imaginative leaders, officers and enlisted, from the squad 
level to the top of the chain of command. 

As new weapons and equipment come into our units, we will need 
leaders of greater ability to employ the units and greater numbers of 
technical personnel of greater skill to operate the equipment. Secondly, 
the Army’s major manpower efforts in fiscal year 1958 will be devoted 
to achieving a more powerful, higher quality Army, better prepared 
to meet the demands of future warfare. 

In my discussion, I will cover the personnel strengths, the scope 
of the ‘Military Personnel, Army,’ appropriation and three of its 
programs, and a few of the more important considerations affecting 
Army personnel. 

ACTUAL STRENGTH OF ARMY 


The Army’s actual strength on December 1, 1956, was 1,001,428. 

The program for fiscal year 1958 is based on a beginning and ending 
strength of 1 million and the average strength for the year is pro- 
jected at 997,000. 

The Army expects to begin and end fiscal year 1958 with approxi- 
mately 110,600 officers and warrant officers, 887,400 enlisted per- 
sonnel and 2,000 cadets at the Military Academy. 

The appropriation, “Military Personnel, Army,’ provides for pay 
and allowances, clothing, subsistence, movement of military personnel 
on permanent change of station, and other budget items related to 
personnel. 

The estimate for this appropriation request for fiscal year 1958 is 
$3,549 million. The estimates by budget program which make up 
this total are: Budget Program No. 1000: Pay and Allowances of 
Military Personnel, $2,957,216,000; Budget Program No. 1100: 
Individual Clothing of Enlisted Personnel, $93,314,000; Budget 
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Program No. 1200:Subsistence, $225,386,000; Budget Program No.; 
_ 1300: Movements, Permanent Change of Station, $222,908,000; 

Budget Program No. 1400: Other Military Personnel Costs, $50,- 
176,000. 


OTHER MILITARY PERSONNEL COSTS 


Senator ELLENDER. What do you have in that last one, “Other 
military personnel costs’’? 

General Boorn. That covers such things as the apprehension of 
deserters and other things that have to do with military personnel. 

Senator ELLenpER. What about trials and courts-martial? 

General Boornu. No, sir; that does not come in there. Actually, if 
you want the enunciation of this budget program, it is the apprehen- 
sion of deserters, absentees, and escaped military prisoners; interest 
on soldiers’ deposits; death gratuities; mortgage insurance; and social 
security contributions for military personnel by the Government. 


MORTGAGE INSURANCE 


Senator Toyz. You mentioned mortgage insurance. What would 
that cover? 

General Boorn. I think Colonel Ashworth better answer that. 

Colonel AsHwortu. It would cover the msurance which is provided 
by Public Law 560 under the incentive for housing for service people 
and covers only the insurance premium on the mortgage through the 
FHA. 

Senator ELLENDER. I see. That is only FHA? 

Colonel AsHwortH. Yes. 

General Bootu. The overall estimate is $49.2 million below the 
revised estimate for fiscal year 1957 as explained by General Lawton 
in his presentatation. 

I will now cover budget programs 1000, 1300, and 1400. Repre- 
sentatives from the Office of the Quartermaster General will discuss 
budget programs 1100 and 1200. 

Pay and allowances for military personnel including cadets at the 
Military Academy are included in program 1000. 

Senator ELLtenper. That is due to the fact that there has been a 
considerable cut in the number of people in the Army? 

General Bootn. We had a very small reduction in man-years in the 
2 years. 

Senator ELLENDER. I say that is the way your account shows it? 

General Boorn. That is what accounts for it. 

General Lawron. At an average MPA cost per man-year of $3,600, 
a reduction of 2,800 man-years would only amount to about $10 
million, or if reducing appropriations, to compare 1957 and 1958, you 
would normally figure there would be a $10 million reduction in fiscal 
year 1958 instead of the $49 million. 

Senator ELLEeNpER. Proceed. 

General Boorn. In addition to basic pay, other elements of pay 
are included such as rental and subsistence allowances; incentive pay 
for aviators, paratroopers, and demolition handlers; station allowances; 
allowances for uniforms of newly commissioned officers from officer 
candidate school and ROTC; and separation payments. 

The estimate of $2,957 million is for pay and allowances. This is 
$55.2 million below the estimate for fiscal year 1957. 
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READJUSTMENT PAY 


A new item covering readjustment pay for Reserve personnel in- 
voluntarily separated after extended active duty has been included 
under this budget program. Public Law 676, 84th Congress, estab- 
lished this readjustment pay effective July 9, 1956. The estimate 
for this item is $11.5 million in fiscal year 1957 and $11 million in fisea] 
year 1958. 

Program 1300 provides for permanent change-of-station movement 
of military personnel, either as individuals or as part of an organized 
unit. It includes the dislocation allowance and funds for the trans- 
portation of dependents and household goods. 

The estimated funds required for program 1300 will decrease from 
$240.7 million in fiscal year 1957 to $222.9 million in fiscal year 1958, 
a decrease of $17.8 million. 

This decrease is based on a forecast of fewer personnel entering and 
leaving the Army, and fewer passengers moving to and from overseas. 


STABILITY FOR PERSONNEL 


It appears that the need for funds for PCS travel is never clearly 
understood. There is often the charge that the Army moves personnel 
helter-skelter in an irresponsible fashion and does not limit the fre- 
quency of PCS moves. I assure you that these accusations are not 
valid. The Army favors stability for its personnel and in the past 
2 years has done a splendid job in reducing the number of PCS moves, 
I wish to point out to you the limitations and problems which confront 
us. 

First, almost 40 percent of the personnel in the Army are inductees, 
2-year volunteers, and 2-year obligated-tour officers. New enlisted 
men must first be sent from induction stations to the posts where they 
obtain basic 8 weeks’ training. For the second 8 weeks’ training it is 
necessary to send roughly 70 percent of these men to different stations 
for advanced branch or common specialist training. After this train- 
ing the individuals are capable of being utilized by the Army. Large 
numbers of these individuals then are sent overseas since 40 percent 
of our Army is overseas on missions prescribed for the Army by our 
United States international commitments. 


OVERSEAS ROTATION 


And this leads me to the second problem—our overseas rotation. 
I will discuss only those areas where the bulk of our combat forces 
are located. In Korea, we have a 16-months’ tour, in Germany and 
in Japan we have a 3-year tour. Each officer and man returns from 
Korea after 16 months away from the United States. The 2-year 
tour officers and men and the inductees are relieved from active duty 
as their time expires, and the career officers and men are assigned in 
continental United States. 

Senator Toyz. Mr. Chairman, if you would permit a question now. 

Senator ELLenpeEr. Surely. 


DEPENDENTS NOT PERMITTED IN KOREA 


Senator Toye. You stated that in Korea you have a 16-month tour. 
Do you permit the families to go with the servicemen? 
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General Booru. No, sir 

Senator ‘lHye. Servicemen’s families’ are allowed in Japan, aren’t 
they? 

Gener al Bootu. The officers, yes, and the noncoms with over 4 
years’ service in grade 4 and higher, but you see none of those 2-year 
men could be in that category. 

Senator Ture. Then none of the privates, corporals and so on, 
could take their families? 

General Boorn. No, sir. You see they would spend the first 6 
months in training, and they would have at the highest, grade 2. In 
order to qualify for dependents, they have to have a rank whicb must 
be higher than E—4 with 4 years’ service. 

Senator KLLENDER. Then there is no distinction between those 
serving in Japan, Korea, or Western Europe 

General Boorn. There is no distinction, except that dependents 
are not taken to Korea. 

Senator Tuyr. How about Okinawa? 

General Boorn. No, personnel assigned to Okinawa take their 
families. 

Senator DworsHak. You can have dependents at Okinawa, can 
you not? 

General Booru. Yes. 

Senator Ture. There would be considerable travel of families of 
your troops from the islands and Okinawa and the States, would 
there not? 

General Boorn. Yes, sir. 

Senator DworsHak. How about the troops? 

General Boorn. We have no troops in the Philippines, but our 
mission personnel there have their families. 

As a general rule we allow career personnel who have completed a 
normal foreign-service tour, to remain in the United States at least 18 
months before being again assigned overseas. 

In Germany and Japan career officers and men remain for 3 years, 
but of course it is necessary to return the 2-year officers and men after 
about 17 months so that they may be separated at the end of the 
2-year period. 

It is the continuous requirement to replace the officer and man 
overseas that prevents us from having greater stability in our assign- 
ments. Often I have heard the remark, “Why don’t you stabilize 
more of your tours in the United States to 2 years?” 

Obviously this proposal will not reduce PCS travel costs, for so 
long as there are a given number of our people returning from over- 
seas, a given number must replace them. Stabilizing some personnel 
merely causes others to travel in their stead. The cost remains the 
same. Our general practice is to send our career personnel overseas 
who have been longest in assignment in the United States. This is 
the most equitable policy. 


COSTS OF UNIT ROTATION 


Thirdly, the question has come up as to the costs of unit rotation. 
Two years ago it was estimated that when unit rotation—Gyroscope— 
was fully in operation a saving in travel cost could be anticipated, as 
it was estimated it would cost less to move personnel in units than to 
move the same number of personnel individually. It has been ex- 
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plained that the extra PCS costs in Gyroscope are involved in assign- 
ing the career volunteers to Gyroscope units.and moving them to-the 
units. Since it was explained at the very outset that it would take 
3 years to get the Gyroscope plan into full operation, it follows that 
this appropriation request proposes funding the third year of the 
Gyroscope operation. The greater part of the added PCS travel cost 
investment in Gyroscope has been made in fiscal year 1956 and fiscal 
year 1957. The 3-year period initiating Gyroscope ends in fiscal year 
1958. 


RESTRICTIONS ON TRAVEL 


Since my last appearance before this committee, the Army has 
taken the following actions to restrict travel: 

Enlisted personnel volunteering for Gyroscope units are required 
to incur sufficient obligated service to cover the next overseas tour 
of the unit. 

Nonvolunteer personnel assigned to Gyroscope units stationed 
overseas are not returned to the continental United States unless 
they have completed a minimum of 1 year overseas. 

Assignment policies and procedures have been improved to reduce 
misassignment of personnel which results in subsequent changes of 
station. This includes: the early identification of officers to attend 
service schools; the establishment of realistic lead times to train officer 
linguists for specific assignments; authorizing oversea commanders to 
extend the tour of officers with 6 months’ or less service remaining prior 
to involuntary relief from active duty; and the assignment of officers 
on their last tour of duty as near their point of retirement as possible 
consistent with the needs of the service. 

Conditions under which personnel may be reassigned between 
units of the Army have been published in regulation form which should 
preclude unauthorized moves. In addition, we are preventing 
unnecessary travel by anticipatirg requirements and by considering 
travel implications in our long-range planning. 

For example, we have established a policy whereby the division 
reorganization program will be accomplished by utilizing personnel in a 
pipeline status, by normal attrition, and by other means with a view 
to preventing the necessity of additional PCS travel. 

Our efforts to reduce the amount of travel to the lowest practical 
level will continue. 


TRAVEL OF TRAINEES 


During the past year we have studied the movement of trainees with 
the view toward reducing the cost of their travel. One objective was 
the possible combining of processing at reception stations with that at 
induction stations. It was concluded that: 

Possible advantages gained by reducing travel through this com- 
bined processing would be more than offset by the increase in other 
operational costs such as additional facilities and rentals. 

Another objective of this study was the possible combining at one 
location of basic combat training and advanced individual training 
for several branches. The establishment of multibranch training as a 
general system is impractical because it would require costly expansion 
of existing facilities. 

We have taken the following actions to reduce the cost of travel: 

A series of field trips by staff officers was made to investigate travel 
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rocedures at key installations. The mission of these trips was to 
collect information and brief commanders and staff officers on the prob- 
lems in PCS travel from the Department of Army point of view. 

Travel of officers en route to the Far East on PCS was shortened 
by a change in routing. Previously these personnel were processed 
at Fort Lewis, Wash., and then the majority were moved to Travis 
Air Force Base, Calif., for onward shipment. The new procedure 
routes all except those whose old station is in Washington, Oregon, 
Idaho, and Montana, through Oakland Army Terminal instead of Fort 
Lewis. 

Regulations were changed to prohibit shipment of privately owned 
vehicles of personnel of grades E-4 with 4 years’ service or less, and 


grade E-3 through E-1, thus reducing the number of privately owned 
vehicles authorized for shipment. 


LIMITATION ON HOUSEHOLD GOODS 


A limitation was placed on the weight of household goods authorized 
for shipment to the following areas: Germany, Caribbean, Okinawa 

Offsetting these actions are two policy changes which will increase 
the cost of travel. First, a new berthing policy authorized cabin-class 
accommodations for enlisted personnel of grades E-7, E-6, and E-5, 
and grade E—4 with over 4 years’ service when travel on MSTS vessels 
is performed with dependents. The effective date was July 1, 1956. 

Second, a Joint Military Transportation Committee policy change, 
requiring billeting of a husband and his wife in the same cabin when 
traveling together, became effective on October 1, 1956. These policy 
changes, while extremely important from the standpoint of improved 
morale within the Army, will undoubtedly increase the cost of travel. 

In addition, the actual cost of moving personnel continues to rise. 
Since our last appearance before this committee, railroad tariff rates 
have increased considerably. The Interstate Commerce Commission 
authorized increases in railroad passenger and freight rates varying 
from 5 to 15 percent. The Department of Defense approved passenger 
and cargo rate changes for the Military Sea Transport Service effec- 
tive July 1 1956, and November 1, 1956. 

Only the rates which were in effect on July 1, 1956, have been in- 
cluded in the MPA fiscal year 1958 estimate; shaadi increases in 
tariff rates occurred too late for inclusion. If further increases in 
rates being sought by the railroads are approved by the Interstate 
Commerce Commission, there will be an even greater requirement for 
additional PCS travel funds. 

Before leaving the travel program I would like to point out how 
the Army spends its travel dollars. As shown on chart No. 1, 75 
percent of our travel money is spent to support our international 
commitments. Department of Defense policy requires MSTS and 
MATS to sponsor the movements of all Army passengers moving to 
and from overseas. 

Funds required for the travel of our gains and losses are dictated 
by the number procured in order to maintain authorized strengti and 
by the number of individuals leaving the service. Funds for indi- 
vidual travel in continental United States are used primarily to sup- 
port the movement of personnel to Army schools, to move inductees 
to appropriate areas for advanced individual and unit training prior 
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to shipment overseas, and to move personnel to build up Gyroscope 
units. 

Most of the units moving within continental United States are part 
of our antiaircraft defenses. As I have already mentioned, we will 
continue to study and evaluate this activity with the view of affecting 
further economies. However, we have reached the point where we 
cannot make further major changes in this program without violating 
sound personnel utilization principles and adversely affecting morale, 

The estimate for other military personnel costs for fiscal year 1958 
amounts to $50.2 million, which is required to cover expenses incident 
to apprehension of deserters, absentees, and escaped military prisoners; 
interest on soldiers’ deposits; death gratuities; mortgage insurance; 
and social-security contributions for military personnel. 


SOCIAL-SECURITY COVERAGE 


The amount requested in this program for fiscal year 1958 is $21.2 
million more than the amount required for fiscal year 1957. The 
increase is due to the addition of a new requirement covered by 
Public Law 881, 84th Congress, which placed military personnel 
under regular contributory social-security coverage, effective January 
1, 1957. The law requires the Government to make payments of 
2% percent on the first $4,200 of basic pay, as well as a slight revision 
in the death gratuity benefits. The estimate for these items is $23.9 
million in fiscal year 1957 and $45 million in fiscal year 1958. 

The remaining costs in this program are for items similar to those 
found in previous years. 

This completes my discussion of the individual budget program 
requirements. I will now discuss a few significant considerations 
affecting military personnel. 


RETENTION OF HIGH-QUALITY PERSONNEL 


One of our major personne! objectives continues to be the attraction 
and retention of high-quality personnel. Even though much has 
been done during the past vear by both the Congress and the Army 
toward solving this problem, our reenlistment rates have declined; 
and the retention of leaders and specialists has suffered accordingly. 
For example, the reenlistment rate among all regular enlisted men 
eligible for reenlistment declined from 59 percent in fiscal year 1955 
and fiscal year 1956 to 49 percent for the first 8 months of the current 
fiscal year. The problem is particularly acute in the highly specialized 
fields. For example, the reenlistment rate for electronics personnel 
among first-term Regular Army soldiers dropped from 15 percent 
during fiscal year 1956 to about 10 percent during the first 6 months 
of this fiscal year. 

To improve this situation, the Army has made studies in the whole 
area of professional and technical compensation. The results of these 
studies have been provided to the Cordiner Committee. 


ADEQUATE HOUSING 


Unquestionably, adequate housing facilities for dependents is an 
absolute necessity if we are to attract high-caliber people for a military 
career. Over 43 percent of all our military personnel are married, 
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and most of our officers and senior noncommissioned officers are 
married and have children. Yet, because of a worldwide program 
deficit of approximately 75,000 family housing units as of the end of 
fiscal year 1956, many families are separated for extended periods of 
time. Construction under the Capehart Act should help to alleviate 
this situation; but construction under this program cannot be properly 
assessed at this time, since it is dependent upon availability of private 
capital which is now difficult to obtain in view of the tight money 
situation. 
CAREER INCENTIVE LEGISLATION 


The effect of some of the career incentive legislation passed by the 
84th Congress is being felt now. However, most of the provisions 
have been in operation too short a period for a valid analysis of their 
effectiveness as career incentives. This legislation includes the Career 
Incentive Act of 1955, the Dependent Medical Care Act, the Service- 
men’s and Veterans Survivors Benefits Act, the Regular Officer 
Augmentation Act, the Readjustment Pay Act, renewal of the pro- 
visions for retirement in the highest temporary grade held, and doctors’ 
and dentists’ incentive pay. 


PROPOSED LEGISLATION 


There are several proposed measures in the 1957 legislative program 
which will increase career attractiveness. Briefly, these are measures 
to authorize the occupancy of substandard quarters on a rental basis 
consistent with the rental value of the quarters rather than requiring 


the individual to forfeit total quarters allowance; to authorize payment 
for unused leave to survivors of members who die prior to separation; 
for uniforms for personnel appointed to Regular Army commissioned 
or warrant ranks; and to authorize unmarried personnel their quarters 
allowance while en route between duty stations on PCS orders. 

Since the attractiveness of military service cannot be improved 
solely through legislative action, the Army is constantly exploring 
ways to improve career attractiveness and personnel utilization for 
which legislation is not required. I would like to touch on a few of 
the actions we have taken. 


PROMOTION POLICY 


We revised our officer promotion policy in 1956 to permit considera- 
tion of outstanding officers ahead of the time when they would nor- 
mally be eligible for consideration by a selection board. We believe 
that this change in policy will create incentive and develop initiative 
among all officers. It does not interfere with the normal promotion 
opportunity for those in the primary zone. 

The new Army green uniform went on sale on October 1, 1956, and 
during this past winter was worn on an optional off-duty basis only, 
except in the Washington area where it was worn optionally on duty 
as well. On July 1 of this year the issue of these uniforms to new 
enlisted men will begin. On the same date it will become the required 
winter service uniform for officers and an optional on-duty uniform 
for enlisted men. 
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NEW UNIFORMS FOR FEMALE PERSONNEL 


We anticipate eventually having new uniforms for our female 
personnel also. The Army blue dress uniform has been approved for 
optional purchase and wear by female officer and enlisted personnel. 
The Army green uniform for female personnel has been approved for 
planning purposes, but its final adoption is being held in abeyance 
pending study of the logistical and budgetary implications of this 
change. Authorization has been granted for female officers assigned 
in the Washington area to wear the women’s Army green uniform on 
an optional basis this coming fall. Decision is also pending on the 
adoption of a two-piece summer uniform of synthetic material. 


UTILIZATION OF PERSONNEL 


We are making constant effort to improve our utilization of per- 
sonnel and feel that we have made a great deal of progress along this 
line through our specialization program. Our scientific and profes- 
sional personnel program is proving effective in supplementing the 
Army’s technical manpower shortage. When an individual with 
special qualifications in a scientific or professional field comes through 
the reception station, he is earmarked by name for this program. 
After basic combat training he is assigned to a job relating to his 
special qualifications. 


NEW SPECIALIZATION PROGRAMS 


Several new specialization programs designed to develop and 
utilize professionally equipped commissioned officers in specific career 
fields have been implemented this year. They are the logistic, avia- 
tion, and information specialization programs. They provide for 
controlled and repetitive duty assignments in these fields with oppor- 
tunity for training at top-level military and civilian schools afforded 
those officers in the programs. Similar programs have been previ- 
ously established in civil affairs and military government, atomic 
energy and research and development, intelligence, and legislative 
and liaison fields. 


SURVEY OF MANPOWER UTILIZATION 


Recently a Department of Army team conducted a survey of man- 
power utilization at Fort Lee, Aberdeen Proving Ground, and Fort 
Eustis. The purpose was to eliminate duplicative or marginal func- 
tions at these installations without affecting the mission. As a result 
of this survey, the Army is in the process of reducing the military 
streneth of certain units by approximately 1,800. The personnel 
saved will be utilized in units and agencies where there are critical 
shortages. This is but one example of numerous surveys conducted 
annually. 

During the past year we have implemented new policies designed to 
establish and maintain promotion flow to senior noncommissioned 
officer grades and to insure a vital noncommissioned officer corps. 

We are developing proficiency tests to serve as accurate, objective 
measures of each man’s level of qualification in his individual MOS. 
These job tests will be of material assistance in determining an in- 
dividual’s qualifications for promotion on merit to higher enlisted 
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grades. In addition, the tests will be used as an aid in identifying 
those individuals not competent in their current grades and as a 
guide for reassignments, reductions, and eliminations. We will start 
using these tests on a limited basis in January 1958. 

More stringent reenlistment standards were established in order to 
assure that only those individuals who are physically and mentally 
qualified to meet the requirements of the more complex, modern Army 
are retained as career soldiers. .With certain exceptions, prior-service 
personnel will be required to have a minimum acceptable score in at 
least three of the aptitude area tests of the Army Classification Battery 
to be eligible for reenlistment. All personnel reenlisting after 90 days 
from discharge will be required to undergo a physical examination. 
This action should aid us in developing and maintaining a more highly 
qualified Army and will serve to give the career soldier greater pride 
in his Army. 

ORGANIZATIONAL CHANGE 


First and foremost in our modernization program is the organiza- 
tional change that is taking place within the Army. The active Army 
structure is being streamlined to accommodate improved weapons as 
they become available. Divisions are being reorganized into new 
stvle pentomic units geared for modern warfare. The reorganization 
will be completed by the end of fiscal year 1958. 

Primary as a morale factor, and to give our men a sense of belong- 
ing in units which have distinguished records, we have adopted the 
combat arms regimental svstem. The parent regiments will be those 
whose colors have been carried into battle by generations of American 
soldiers. Each parent regiment will contain a variable number of 
combat units, depending on the size of the Army at any one time. 
We will make the changeover to this system as we reorganize divisions 
under the pentomie concept. 

The amount requested for the appropriation, ‘Military personnel, 
Army,” in fiseal year 1958 is $3,549 million. This will support an 
Army with a beginning and ending strength of 1 million and with an 
average strength of 997,000. As vou are well aware, the funds within 
the appropriation, MPA are determined mostly by the strength of the 
Army and rates established by law, 


TRAVEL COSTS 


Mr. Chairman, I should like to submit for the record a chart which 
I have prepared dealing with travel costs and ask that it be inserted 
in the record. 

Senator ELLENDER. Without objection it will be inserted in the 
record at this point. 

(The document referred to follows: ) 
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Cuart 1 


U.S. ARMY 
Military Personnel, Army Appropriation 


THE TRAVEL DOLLAR - FISCAL YEAR 1958 
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TRAVEL BILLETING OF HUSBANDS AND WIVES 


Senator Toye. Mr. Chairman, right at this point I do want to 
comment on this. General Booth said that effective July 1, 1956, a 
Joint Military Transportation Committee policy change requiring 
billeting of a husband and his wife in the same cabin when traveling 
together became effective on October 1, 1956. 

That was just plain ordinary common sense, because oftentimes the 
husbands could not remain in the cabin, and help take care of 2 or 3 
small children, and the poor wife would be left there taking care, or 
rather trying to take care of seasick children. 

I raised this question as soon as I heard about it. 

General Boorn. We have been for that all the time. 

Senator Taye. | know, but I cannot understand why such a pro- 
gram was ever imposed, requiring the husband to leave his wife and 
stay elsewhere on the ship. 

General Bootu. You can put more people in a ship doing it that 
way. In other words, in a cabin that has 8 bunks, you can put 2 
females in there and you can put the men down in the hold. 

It was dictated by economy, but it was not good for morale. 

Senator Tuyr. Most of the holds are not that large. I came into 
contact with that policy—and I happen to be one who raised an objec- 
tion to the policy because I thought it was very unreasonable. 

It caused a great deal of hardship to the families and a most un- 
pleasant journey, an extremely unpleasant journey. 

I was just commenting on this because I was glad to see that a 
change has taken place. 


EFFECTS OF HOUSE REDUCTION 


General Boorn. Mr. Chairman, continuing further on the subject 
of the ‘‘Military personnel, Army,” appropriation I might add that 
the reduction of $36 million by the House of Representatives in this 
appropriation is at variance with the actual requirements for military 
pay, allowances, and travel. 

[ will explain the effects of the House reduction on the Army 
programs: 

REENLISTMENT ALLOWANCE PAYMENTS 


Reenlistment allowance payments, $6,500,000: The Army estimates 
88,400 experienced personnel will reenlist in fiscal year 1958. Should 
this reduction be affected we could reenlist but 79,200, or 9,200 less 
than estimated. We have recently strengthened our reenlistment 
program in an all out effort to retain qualified, trained and experi- 
enced personnel. This action will assist in obtaining a greater num- 
ber of reenlistments. Since the retention of qualified personnel by 
reenlistment is a realistic means of effecting dollar savings and improv- 
ing the combat efficiency of the Army, we must not be denied these 
9,200 reenlistments. Furthermore, I want to point out, in fiscal year 
1958 there are 30,400 more Regular Army personnel eligible to reenlist 
than in fiscal year 1957. Primarily because of this significant increase, 
our estimates of an increase in reenlistments are valid; consequently, 
we need every dollar of the $65 million originally requested for reen- 
listment allowances. 
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FLYING PAY 





Flying pay—$1,500,000: This reduction would reduce the opera- 
tional efficiency of Army ground combat units and reduce the effi- 
ciency of programed operations at the Army Aviation Centers, Fort 
Rucker, Ala., and Camp Gary, Tex. The Army would be required to 
reduce the program for flight training approximately 1,000 pilots. 
The result is an inadequate number of new aviators to fulfill vital 
requirements in the pentomic divisions, missile commands and other 
units, and to provide for known losses. Most important is the ad- 
verse effect on our efforts to solve the battlefield surveillance problem, 
The program for new pilots was based on a carefully prepared long- 
range plan which included consideration of the planes on hand and 
on known deliveries in fiscal year 1958. 


DEPENDENTS ALLOWANCES 


Dependents allowances—$5,100,000: The Army estimates 336,100 
enlisted personnel will draw dependents allowance in fiscal year 1958, 
Should the reduction be effected, we could pay this allowance to 
330,300, or 5,800 less than estimated. This could only be accom- 
plished by denying reenlistment to enlisted personnel with dependents. 
Such an action is completely inconsistent with the American tradition 
of a family home and all that it stands for. Our dependency rates 
were rising at the time of the presentation of the budget to the House 
committee. Since these hearings, they have risen even higher. 


MOVEMENTS, PERMANENT CHANGE OF STATION 


The Army implemented major policy changes during fiscal year 1956 
in order to reduce personnel turbulence to a minimum. However, 
while a continuous effort has been made to reduce the volume of PCS 
travel, the actual cost of moving personnel continues to rise. During 
fiscal year 1957, the Interstate Commerce Commission authorized 
numerous increases in railroad passenger and freight rates varying 
from 5 to 15 percent and the Department of Defense authorized two 
increases in MSTS rates. 

Rate increases placed in effect since the presentation of the budget 
have resulted in approximately $12 million additional costs not in- 
cluded in the fiscal year 1958 budget. Indications are that additional 
railroad and MSTS rate increases will be authorized in the near future. 


TRAVEL FUNDS 


Seventy-five percent of the money for travel is needed to move 
personnel to and from oversea areas to support international commit- 
ments. The total number of passengers moving to and from oversea 
areas, whether they move as individuals or part of a gyroscope unit, is 
directed by rotation policies, oversea strength and 24-month service 
tours for inductees and certain Reserve officers. 

The remaining 25 percent of the travel money is needed to era 
the movement of: (1) personnel entering and leaving the Army, (2) 
inductees to appropriate training installations, (3) personnel to units, 
(4) personnel to Army schools, (5) personnel and units to support our 
antiaircraft defenses. 
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Absorbing the entire cut in overseas movements would reduce our 
overseas supportability by approximately 73,000, thereby rendering 
us unable to support our divisions and other forces which are overseas. 
Another means of absorbing this reduction is the changing of oversea 
rotation policies. Inasmuch as certain Reserve officers and inductees 
have a tour of service of only 24 months and would of necessity be 
returned to continental United States for separation, the extension 
of oversea tours could only be applied to career personnel. This 
action would have serious morale repercussions and an adverse effect 
upon retention of Regular Army personnel. Further, the reduction 
in travel funds will compel the Army to modify the current gyroscope 
program, which has contributed so much to increasing the number of 
volunteers in the Army. 

Although the Army will continue its campaign to avoid or eliminate 
unnecessary expenditures, the amount requested overall for military 
personnel, Army is austere, especially in the face of known increases 
which have occurred since the initial presentation of the budget to 
the Congress. 








ON 





ACTION NECESSARY DISALLOWANCE OF FUNDS 
If funds in the amount of $36 million are not restored, the Army 
will be compelled to implement a combination of the following actions: 
(1) deny reenlistments, (2) reduce the number of pilots, (3) reduce its 
forces overseas, (4) extend oversea tours of career personnel, (5) reduce 
strength. The size of the stre ‘ngth reduction will depend upon the 
final appropriation bill and upon the increase in costs since the 
President’s budget was prepared. 

In summarizing, it is emphasized the Army needs all of the funds 
requested for this appropriation in the fiscal year 1958 budget in order 
to accomplish its missions. 

Senator ELLeNpEr. Are there any questions, Senator Thye. 

Senator Ture. I have none. 

Senator DworsHak. No, sir, Mr. Chairman. 

Senator ELLENpER. If not, the committee will stand in recess until 
10 o’clock tomorrow morning. 

(Therefore, at 5:03 p. m., Monday, June 10, 1957, the committee 
stood in recess, to reconvene Tuesday, June 11, 1957, at 10 a. m.) 
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TUESDAY JUNE 11, 1957 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Allen J. Ellender, temporarily presiding. 
Present: Senators Chavez, Hayden, Ellender, Stennis, Thye, Smith, 
Dworshak and Symington. 


DEPARTMENT OF THE ARMY 
OFFICE OF QUARTERMASTER GENERAL 


STATEMENTS OF HON. FRANK H. HIGGINS, ASSISTANT SECRE- 
TARY OF THE ARMY (LOGISTICS): COL. C. 0. GILLY, QMC 
COMPTROLLER; AND MAJ. GEN. WILLIAM S. LAWTON, DIREC- 


TOR OF ARMY BUDGET, OFFICE OF THE COMPTROLLER OF 
THE ARMY 


INDIVIDUAL CLOTHING AND SUBSISTENCE 


Senator ELLENDER. The committee will please come to order. We 
are continuing this morning with military personnel, Army. 

Colonel Gilly. 

Senator ExLienper. Colonel Gilly is the Quartermaster Corps 
Comptroller in the Office of the Quartermaster General. We are glad 
to have you, Colonel Gilly. 

Colonel Gritty. Thank you, Senator. 

Senator ELttenper. Off the record. 

(Discussion off the record.) 

Senator ELLENDER. You may proceed with your statement, Colonel 
Gilly. 

Colonel Gruty. Mr Chairman and gentlemen of the committee, I 
wish to present information pertaining to estimates which cover the 
supply of individual clothing and subsistence to enlisted personnel of 
the Army. In general terms, funds requested for these programs are 
for consumption or issue requirements only, since procurement of 
these commodities and maintenance of necessary stock levels are 
financed within the operation of the Army stock fund. 

The estimate for program 1100, “Individual clothing for enlisted 
personnel,” includes funds for the initial issue of clothing to enlisted 
personnel upon entry into the service, and for the payment of monthly 
cash maintenance allowances in lieu of clothing issues. 
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FISCAL YEAR 1958 ESTIMATE 


The estimate as submitted for the fiscal year 1958 amounts to 
$93,314,000. This amount compares to $90,450,000 for fiscal year 
1957, and represents a net increase of $2,864,000. 

Within this total, there is an increase of $1,842,000 in the project 
that provides for clothing issues. This increase is attributable to 
several factors, the most significant of'which are the issues of the new 
army-green uniform, which adds $4.7 million to this budget, and a new 
taupe raincoat, which costs $2.2 million over the cost of the raincoat 
it replaces. 

Senator ELLENpDER. Is that the new uniform? 

Colonel Giiiy. Yes. 

Senator ELLENDER. Are you gradually wearing out the old ones, 
and replacing them with the new uniforms? 

Colonel Giitty. Mr. Chairman, the issue of the army-green uniform 
becomes effective for inductees the first of July of this year. 

Senator ELLENDER. Yes. 

Colonel Gituy. On the basis of 1 army-green, and 1 olive drab 33 
uniform in lieu of the 2 olive drab 33’s that were formerly issued. 


UTILIZATION OF OLD UNIFORMS 


Senator Ettenper. I see. As I remember, originally the plan was 
to utilize all of the old uniforms and work into the new ones gradually. 

Colonel Gritty. That is correct, sir. 

Senator ELLENDER. You would have full use that way. 

Colonel Gritty. Yes. We had the limitation imposed upon us that 
this uniform would be implemented or issued when our residual stocks 
reached a certain level, and we are reaching that level, enabling us to 
issue the green uniform. 

Senator ELLenper. All right, sir. Continue your statement. 

Colonel Gitty. Beginning on July 1, 1957, and continuing through- 
out the fiscal year 1958, enlisted men entering the service who are 
entitled to initial issues of clothing will receive 1 army-green uniform 
in lieu of 1 olive drab 33 uniform. 


COST OF NEW UNIFORMS 


The additional cost of each army-green uniform is $18.15, and this 
amount, applied to the number of enlistments, results in a total 
increase for these issues of approximately $4.7 million. The new 
taupe raincoat, similarly to be included in initial issues, costs $8.45 
more than the raincoat it replaces, and involves the aggregate addi- 
tional amount of approximately $2.2 million. There are other minor 
adjustments in price computed at the time of the original submission 
' of this estimate, amounting to 25 cents for each man, aggregating 
approximately $62,000. The total per capita increase is $26.85. 

Senator Haypen. Is that the estimate submitted? 

Colonel Gitiy. Yes, sir. 
pouenerar Haypren. That seems like a terrific cost to me, Colonel 

illy. 

Colonel Gitiy. Sir, they are based on our own contracts, the 
clothing contracts. 

Senator Haypen. Clothing has gone up that much then, has it? 
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Colonel Giuuy. Yes, sir, including the cost of substituting certain 
improved items in the initial issues. 

Senator Haypen. I guess we will have to make these uniforms out 
of shoddy as they wed to; do you remember? 

Colonel Griuy. Yes, sir. 

Senator HaypEen. You may proceed. 


PER CAPITA COST OF INITIAL CLOTHING ISSUE 


Colonel Gitty. The increases I have enumerated raise the per capita 
cost of initial issue of clothing from $143.94 in the fiscal year 1957 to 
$170. 79 in the fiscal year 1958, and, together with other minor increases 
in this project, result in a gross increase over the current year of 
approximately '$7 million. This amount is partially offset by a de- 
crease of approximately $5.2 million, resulting from lower induction 
rates, leaving a net increase for initial issues of $1,842,000. 

In the project covering monetary allowances in lieu of clothing, 
there is an increase of approximately $1 million due to an increase in 
the number of enlisted personnel receiving monthly cash maintenance 
allowances. Although there is a decrease in the average strength of 
the Army in the fiscal year 1958 manpower program, there is an in- 
crease in enlisted personnel. This increase is attained through a 
reduction in officer strength, and results in a greater requirement for 
enlisted maintenance allowances in this particular project. 


MAINTENANCE ALLOWANCE RATES 


The maintenance-allowance rates remain unchanged from previous 


years. They are either $4.20 per month for service from 7 to 36 
months or $5.40 per month for service after 36 months. The factors 
I have explained are those used in the budget estimate now before 
you and account for an increase of $2,864 000 over fiscal year 1957. 
During hearings before the House Subcommittee on Appropriations 
in connection with this estimate, the committee chairman requested 
that cost factors be brought up to date and submitted for the record. 

Senator Haypen. What was that last, please, sir? 

Colonel Gitty. The committee chairman requested that cost factors 
be brought up to date and submitted for the record. 


REVISION OF STOCK-FUND PRICES 


Based on recent procurements, costs have advanced since the esti- 
mate was originally computed, and it has become necessary for the 
single manager for clothing and textile materiels to revise stock-fund 
prices. These prices will be placed in effect on July 1, 1957, as 1 said 
a few minutes ago, and will increase the cost of initial i issues to enlisted 
men by $10.20 amounting to a total additional requirement of approxi- 
mately $2.5 million. The increase for enlisted women is $2.45. 

These increases, other miscellaneous price adjustments, and a 
requirement to issue the army-green uniform to personnel returning 
from Korea, total approximately $3.2 million over the original esti- 
mate. However, considering other factors that have changed during 
this period, the increase is reduced to approximately $2,333,000. 

These additional factors are a delay of 3 months in issuance of the 
new taupe raincoat, permitting a reduction of $522,000, and an Army 
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decision to reduce the issue of garrison caps from 2 to 1, resulting in 
a further reduction of approximately $330,000. 

The net increase of $2,333,000, added to the original estimate, 
makes a revised total for this program of $95,647,000. 


ESTIMATE FOR SUBSISTENCE 


The estimate for program 1200, ‘‘Subsistence,”’ provides funds for 
food consumed by enlisted personnel of the Army, and for meals 
furnished under contract to applicants for enlistment, selective-service 
registrants, and Reserve forces personnel while held under observation 
at Army examining stations to determine fitness for service. 

The amount of the estimate for fiscal year 1958 is $225,386,000, as 
compared to the current program for fiscal year 1957 of $225,614,000, 
or a decrease of $228,000. 

While there is an increase of approximately $600,000 required for 
the feeding of 1,480 additional enlisted men, this amount is more than 
offset by a lower requirement for contract meals for inductees, and a 
change in funding for the purchase of limited-procurement-type items 
for user testing, leaving a net decrease of $228,000, as previously 
mentioned. 

DAILY PER CAPITA FEEDING COST 


Cost factors used in the computation of the estimate as submitted 
are the same for the fiscal year 1958 as were used in the fiscal year 
1957 funding program. The daily per capita feeding costs of 99 cents 
for continental United States and 95 cents for oversea commands were 
based on cost experience during the period from March through 


August 1956. 

These ration costs take into consideration milk received under the 
provisions of Public Law 690 of the 83d Congress, which authorizes 
the Department of Agriculture to make available to the Department 
of Defense dairy products acquired under price-support programs. 
Through the implementation of this law, the daily per capita con- 
sumption of milk in continental United States has risen to 25.5 ounces. 
Of this quantity, ‘‘“Subsistence’’ funds pay for 11.9 ounces, considered 
to be normal consumption, and only for packaging costs ot the 
remainder. 

Department of Agriculture funds bear the item cost, other than 
packaging, of the remaining 13.6 ounces at bulk rates. 

ile oversea troops have not been restricted in the consumption 
of milk, daily per capita consumption averages only about 19.3 ounces 
in those areas where Public Law 690 is applicable, which is reflected in 
the lower cost of the oversea ration. 

When appearing before the House Subcommittee on Appropria- 
tions, the committee chairman requested, as in the case of individual 
clothing, that cost factors be presented to reflect changes that had 
occurred since the estimate was originally computed. 

Daily per capita feeding costs of 99 cents for continental United 
States, and 95 cents for oversea commands were utilized for the 
preparation of the fiscal year 1958 estimate, and represented cost 
experience at that time. 

Subsequent to the preparation of the estimate, food costs have 
increased so that the daily average feeding cost for a more recent 6- 
month period is $1.02 for United States and 99 cents for overseas. 
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Application of these rates to the feeding strengths in this budget 
would indicate increased requirements of $6,508,000 or a total of 
$231,894,000 for this program. 


That concludes the statement that I wished to make at this time, 
Mr. Chairman. 


Senator ELLENDER. General Lawton. 


OPERATION AND MAINTENANCE, ARMY 
Program and financing 


1956 actual 1957 estimate 


Program by activities: 
Direct obligations: 
EE II 8 ses cies sa tk cisiniectrenpcienileeglpioanliinel 
. Training activities ____- 
. Central supply activities. ___- 
. Major overhaul and maintenance of materiel. 
5. Medical activities __ 
5. Armywide activities. 


444, 214, 362 
. Army Reserve and Reserve Officers’ Train- 


DR Cb pewce kbcad ananassae ndotealnae 
. Joint projects 


Total direct obligations 


Reimbursable obligations: 
Tactical forces ..........-.- 
. Training activities. oak 
3. Central supply activities. ___- 
. Major overhaul and maintenance of materiel. 
GOED SII i coc catsnccmbsebosuase 
. Armywide activities 
. Army Reserve and Reserve Officers’ Train- 
ing Corps 
LY SaD III cca is eeeieeacivennsbidbbdaiaal 


Total reimbursable obligations 


Total obligations 


Financing: 


Comparative transfers to and from (—) other ac- 
counts J 
Unoblizated balance brought forward (69 Stat. 438) __ 


55, 550, 050 
99, 114, 818 





3, 031, 956, 356 


55, 897, 091 
5, 496, 574 
33, 428, 425 
34, 233, 865 
21, 588, 567 
7, 782, 799 


486, 753 
4, 057, 402 


162, 971, 476 








3, 194, 927, 832 


—219, 669, 854 
— 59, 409, 519 


Unobligated balance transferred to “‘Army stock 
fund”’ (anticipated reimbursements to be earned 
from military assistance fund reservations) __--_--- 14, 632, 054 

Advances and reimbursements from other accounts: 

Deliveries of materiel common to United States 
req' irements ordered by military assistance 
in current year 

All other_____- ‘ 

Anticipate i reitbursements for future years’ 
deliveries of materiel common to United States 
requirements ordered by military assistance in 
current year - - 

Advances and reimbursements from non-Federal 
sources __.- 

Unobligated balance carried forward (69 Stat. 438) _- 

Unobligated balance no longer available 


— 2, 481, 373 
— 157, 207, 067 


— 3, 508, 627 


—47, 303, 000 
3, 508, 627 





Appropriation (adjusted) - --- 


STATEMENT OF GENERAL LAWTON 


General Lawton. Mr. Chairman, I would like to initiate at this 
time the discussion of the “Operation and maintenance” appropriation. 

The budget estimate for fiscal year 1958 is presented in a budget 
program structure which has been revised from that used in fiscal year 
1957. 

The “Operation and maintenance, Army,” appropriation request 
for fiscal year 1958 to the Senate is $3.396 billion. Of the House re- 
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duction of $150 million, we are not reclamaing $3.8 million based on 
the directive of the Secretary of Defense that we reduce personnel in 
the departmental headquarters. 

This is 8 percent, or $257 million, greater than the estimated obli- 
gations for fiscal year 1957, as shown in the President’s budget doeu- 
ment ($3.139 billion). However, this comparison is not truly realistic. 

The $34 million of deutschemark equivalent support for the period 
May 6 through June 30, 1957, should be added to the fiscal year 1957 
amount which would then be $3.173 billion. The increase in funds 
requested for fiscal year 1958 is, therefore, $223 million, or 7 percent, 

Even with this increase, I wish to add that in my personal opinion, 
the Army’s fiscal year 1958 “Operation and maintenance,” Army, 
appropriation request is the most austere of the requests presented to 
this committee during my 3-year tenure as director of the Army 
budget. 


REDUCTION BY SECRETARY OF DEFENSE AND BUDGET BUREAU 


The Army’s submission to the Office, Secretary of Defense, last 
November requested $3.678 billion. The Office, Secretary of Defense 
and the Bureau of the Budget review reduced this amount to the 
$3.400 billioa contained in the President’s budget. 

I might say here that the program’s directors in the Army who were 
determining the program for the Army estimated the requirements as 
about $3.9 billion, so that the $3.4 billion in the President’s budget 
had already been cut about 13 percent by the Department of the Army 
and by the Office of the Secretary of Defense and the Bureau of the 
Budget. 

We have now been reduced about 4 percent more by the House 
action. But the point I wished to make, and to emphasize strongly, 
is that that is not the total reduction that has been made. 

Senator Haypren. You say that is reduced by the Secretary of 
Defense and the Bureau of the Budget? 

General Lawron. Normally there is a review in the Office of the 
Secretary of Defense, and the Bureau of the Budget. However, in 
recent years, there has been no reduction or only minor reduction in 
the Congress, as I think they have felt we are down at rock bottom. 

I think that is the feeling in the Congress, that when we went ia 
and asked for an appropriation, we were down to the essentials that 
were required for the program. 

I would like to emphasize that this action was taken in full consid- 
eration of the fact that major item increases in fiscal year 1958 far 
exceed the $223 million increase in the appropriation request to 
which I have just referred. 


MAJOR ITEM INCREASES 


The significance of these major item increases in fiscal year 1958 
merits complete understanding. In total they amount to $315 mil- 
lion. Included in this total are requirements such as: civil service 


retirement benefits, $72 million, which result from a transfer from 
the Civil Service Commission budget; depot maintenance of Army 
aircraft and training of Army pilots, $49 million, which is a transfer 
from the Air Force budget; increase in cost of the joint projects pro- 
gram for support of Department of Defense agencies which are car- 
ried in the Army’s budget, $25 million; transportation rate increases 
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over which the Army has no control, $12 million; dependent medical 
care prescribed by Public Law 569 of the 84th Congress, $19 million; 
payments to the Korean Government for utilities formerly furnished 
without charge, $8 million; the expanded Nike antiaircraft missile 
program $24 ‘million; support of the 6-month trainees under Public 
Law 305 of the 84th ‘Congr ess, $27 million; and increased support to 
the Reserve program to provide a more ready civilian component of 
the Army, $34 million. The total of these items over which the 
Army has little or no control is $270 million. 

The balance of the $315 million increase is caused by changes in 
Army missions and modernization of the Army. In this category 
are: reorganization of Army combat divisions to provide readiness for 
atomic warfare; modernization of communication means in order to 
stay ahead of our potential enemy; and support of increasing numbers 
of family housing units. 


INCREASES NOT UNDER ARMY CONTROL 


In that regard I have an insert that I would like to put in the 
record at this place, listing $315 million worth of increases which we 
have to pick up in fiscal year 1958, approximately $270 million of 
which are caused by items which are not directly under Army control. 

For instance, included in this listing is the item for civil-service 
retirement of $72 million which results from a transfer from the Civil 
Service Commission budget. Formerly this was in the Civil Service 
Commission budget for all departments of the Government. Now it 
has been spread throughout the various departmental agencies. 

Senator ELLENDER. Without objection that will be inserted in the 
record at this point. 

(The document referred to follows:) 


Major items of added costs in operation and maintenance appropriation in fiscal year 
1958 over fiscal year 1957 


Millions 
Civil-service retirement _- $72 
Dependent medical care in civilian institutions _ 19 
Inerease in joint projects for Department of Defense 25 
Transfer from Air Force to Army responsibility for depot maintenance of 
Army aircraft and training of pilots 49 
MSTS rate increase An 6 
Increased support to Reserve program (program 2600) _ _ 34 
Master planning from MCA to operation and maintenance _ _ _ _- ; 2 
Transportation rate increases 6 
Support of increased numbers of 6-month trainees _ _ 27 
Reorganization of Army divisions _ 11 
Nike facilities support increase _- 8 
Korean utilities (formerly furnished without charge) 8 
Rentals at antiaircraft sites 3 
Nike spare parts and rebuild 16 
Communication equipment and services _ 25 
Training aids_ __-_- 4 
SUSI didie na 315 5 


TOTAL PERSONNEL INVOLVED 


Senator ELLENDER. How many people are covered? 
General Lawron. About 400,000 
Senator ELLENpER. At home and abroad? 


92576—57—_—46 
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General Lawvon. Yes, at home and abroad. 
contribution to which they are entitled by law. 

Senator Haypen. Then the Congress recognizes that in the past 
that was not in your appropriation bills, and the House allowed you 
extra money for you to pay such an amount? 

General Lawron. You might say so, inasmuch as they did not ear- 
mark any specific reduction. They just reduced the maintenance 
and operation appropriation by $150 million and stated that the 
Army should know best where to take this cut and did not specifically 
itemize areas where the Army should cut. 


However, this is an additional requirement which the Army has this 
year which it did not have last year. 


It is a civil service 


DEPENDENT MEDICAL CARE 


Senator ELLENDER. General Lawton next lists dependent medical 
care in civilian institutions for $19 million. 

Yesterday we discussed the advisability of having these patients 
treated in Government hospitals, and the answer was it was just as 
cheap to have it done at civilian hospitals by doctors of the patient’s 
choosing. 


General Lawton. Yes, sir. I believe that isso. General Robinson 
testified to that. 


Senator ELLenpreR. That was the substance of his testimony, as I 
understood it, is that correct? 

General Rosinson. Mr. Chairman, naturally, we do not have com- 
parative figures at this stage. The program just has not been in 
operation long enough to have comparable figures. 

Senator ELLenpER. As to those who are treated in the privately 
owned and operated hospitals, do you have a yardstick to go by? 
Do you have a maximum or minimum as to what the doctor’s and hos- 
pital’s fees should be? 

General Rospinson. We believe the going rates or the Blue Cross 
rates—that is what we pay—whichever is the lower, and also as far 
as physicians are concerned, we do have a maximum fee schedule. 

Senator ELLeENpER. Maximum fee schedule? 

General Rostnson. Yes, sir. 

Senator Ellender. Thank you. Will you _ proceed, 
Lawton? 

General Lawton. There are many other increases not itemized in 
this listing of major items. Some of these smaller increases have been 
offset by miscellaneous reductions. Considering only the $315 million 
major item increases, however, Army programs will have to be cur- 
tailed by $92 million to accommodate these requirements within the 
$3.396 billion requested which, again, is $223 million greater than the 
estimated obligations for fiscal year 1957. 


General 


RISE IN COMMODITY INDEX 


In this connection, I know that this committee is undoubtedly 
aware of the — but substantial rise in the wholesale commodity 
index as developed by the Bureau of Labor Statistics. The estimates 


for this appropriation were prepared last fall; we were not permitted 
to include provision for any wage or price increases. Unless the cur- 
rent trend is reversed, it is readily apparent the actual purchasing 
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power of the funds réquested may well be reduced some $50 to $100 
million from the time the budget was prepared last December until it 
is used, 6 to 18 months later. As stated in the House Committee 
Report, No. 471, prices of metals and metal products, machinery, 
and so forth, have risen nearly 14 percent, and petroleum and petro- 
leum products are up 17 percent in less than 2 years. 

Furthermore, this same trend is reflected within the defense estab- 
lishment itself. The $12.7 million impact of the civil service retire- 
ment benefits on the military service industrial funds, for example, 
serves to increase directly the prices of services and equipment the 
operation and maintenance appropriation purchases from this source. 

I bring these matters to your attention, as from my overall evalua- 
tion, the Army will find it very difficult to support its fiscal year 1958 
activities even within the $3.396 billion being requested. 


EFFECT OF HOUSE REDUCTION 


At this point I will discuss the effect of the $146 million cut recom- 
mended by the House of Representatives. A complete analysis of 
this effect is set forth in the Army’s formal recommendation for amend- 
ment to the appropriation bill. Additionally, witnesses who follow me 
will also discuss the impact of this reduction on their respective pro- 
grams. 

The mission of the Army is to produce and support an effective 
ground combat capability for the defense of our Nation. The scien- 
tific and technological achievements since the closing days of World 
War II have required the application of a reasoned judgment of how 
best to achieve this mission. 


DEVELOPMENT OF THE PENTOMIC ARMY 


The Army has now developed and is in the process of implementing 
a new, effective, and efficient concept for organization, training, 
equipping and supporting the modern Army—the pentomic Army. 
Witb its smaller but more powerful divisions, its missile commands 
and its revised methods of logistic support, the pentomic Army can 
exploit its atomic or its nonatomic capabilities. It can strike rapidly 
and powerfully. It can operate over greatly expanded combat areas. 
This, however, is not an inexpensive undertaking. The Army has 
carefully planned toward this objective within the funds requested 
for fiscal year 1958. This was possible only because the Army had 
programed curbacks and deferrals in all nonessential areas. This 
programed achievement must not be sacrificed through further curtail- 
ments necessitated by a reduction. 

The House committee report in general did not designate where it 
expected cuts should be made. It bas been necessary for the Army 
to spread the $146 million reduction to the various programs in this 
appropriation, all of which were programed for a marginally adequate 
level of operation under the initial budget submission. 


TACTICAL FORCES AND TRAINING PROGRAMS 


In tactical forces and training program areas, reductions of approx- 
imately $35 million will have to be applied. Training exercises and 
tests will be reduced. This will be in the face of a need for an increase 
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in size and scope of field exercises for tactical units and tests of new 
equipment in order to meet the requirements of our reorganized diyi- 
sions and newly activated missile commands. Recently developed 
training improvements will be delayed in application due to lack of 
funds. For example, the procurement of targets for the new, more 
effective and more economical individual marksmanship training 
program, known as Trainfire, will have to be curtailed by 50 percent 
and procureme 1t of radar target simulators essential to training Nike 
radar operators will be cut back. Our individual soldiers will not be 
as well trained for their jobs as they might be. 

These required actions will seriously affect the combat effectiveness 
of our divisional units and the Army Air Defense Command. 


SUPPLY AND ADMINISTRATIVE PROGRAMS 


In the supply and administrative programs a reduction of approx- 
imately $95 to $100 million will have to be made. These programs 
cover the supply distribution system, the operation of supply control 
offices, maintenance of standby industrial facilities, transportation 
activities, and major overhaul and rebuild activities including repair 
parts. 

The reduced funds available in these areas will have an immediate 
adverse effect on the quantity and quality of the logistic support of 
the Army. Standards of maintenance will be lowered, and backlogs 
of deadlined fequipment will increase. 


COMMUNICATIONS AND COMMUNICATIONS SECURITY 


Communications and communications security programs which 
have already been reduced to the minimum will be forced to take 
further cuts. Rebuild activities will be so reduced that equipment 
support of Reserve Forces will be inadequate, and availability of items 
to replace unserviceable equipment for active units in the field will be 
limited. 

Signal and communication services will be seriously reduced, and 
the communications on which the Pentomic Army concept is based, 
as well as communications support for United States Army Missile 
Commands, will necessarily be seriously curtailed. The reductions 
which will have to be made in these programs will not permit the 
Army to procure and utilize equipment for communications security 
and counter security which has become available as a result of an 
intensive research program. 


JOINT PROJECTS PROGRAM 


The joint projects program, which are those Department of Defense 
activities carried in the Army’s budget, will have to be reduced approx- 
imately $10 million. The effect of this reduction will be inadequate 
support of nationwide activities directed by Department of Defense 
and budgeted by the Army. 

The Department of the Army is acutely aware of the extent to 
which the reductions, which will be forced upon the “Operation and 
maintenance” programs by the spread of the $146 million reduction, 
will seriously impair the Army’s capability to support adequately its 
Reserve components. 
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Although the “National Guard” and “Reserve personnel” appro- 
priations provide the pay, clothing, and subsistence of the 6-month 
trainees, the “Operation and maintenance” apporpriation finances 
their day-to-day operational requirements such as field and school 
training; barracks maintenance and utility support, including heat, 
light, and water; supply and maintenance of equipment; and morale 
and welfare support activities. The Army is especially concerned 
that these thousands of young men receiving ‘their first taste of military 
life be provided the best possible training and a decent standard of 
living. This cannot be done within the appropriation dollar figure 
recommended by the House. 

I have attempted to highlight major effects of the House action in 
effecting a reduction of $146 million in this appropriation request. 
Witnesses following me will be more detailed in this regard. They are 
prepared at this time to present the details of their programs and re- 
quests for restorations. 


INFORMATION ON POTENTIAL ENEMY 


Senator ELLeENpDER. In making the determination to keep ahead of 
the potential enemy, have you any information regarding his poten- 
tials? 

General Lawron. We certainly have information as to their capa- 
bility and improvements tec ‘hnologically, and I think we have to 
assume in our research and in our weapons, and so forth, that he has 
the same capabilities we have. 

Senator ELLENDER. You just assume it; you do not know it? 

General Lawron. In some areas we have pretty good reason to 
believe it. For example, we know that he is making atomic tests; 
we know that he has improved tanks. 

Senator ELLENDER. He got that secret from us and the Germans. 

General Lawron. In a good many of those areas, he did. 

Senator ELLENDER. You assume in most cases that this is necessary 
because the other fellow may have it; you want to be ahead of him? 

General Lawron. I would not say in most cases, but we have to 
make that general assumption that he has it. As you well know, after 
World War II the Russians did pick up a good number of German 
scientists, and, from our knowledge of what goes on behind the Iron 
Curtain, I think we have to keep going to keep ahead of them. 

Senator ELLeNpER. I asked that question because last year I spent 
3 weeks in Russia and the year before I spent 2 weeks there, and I saw 
nothing to be afraid of. They are 20 to 30 years behind us in food 
production, and the methods used in their factories are so far behind 
us that it is pitiful. I cannot conceive that they are much better off 
in the plants where they make their war weapons. 

General Lawton. We are receiving some information, but I do not 
think we could discuss it at this session. I think it would have to be 
in a closed session. 

Senator ELLENpDER. I would like to go_into,the details, if I can. 

General Lawton. Yes, sir. 

Senator ELLENDER. If there are no other questions, I would suggest, 
General Lawton, that you then proceed with your next witnesses. 











724 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


OPERATION AND MAINTENANCE, ARMY 
TACTICAL FORCES AND TRAINING ACTIVITIES 


STATEMENTS OF MAJ, GEN. JOHN E. THEIMER, ASSISTANT DEPUTY 
CHIEF OF STAFF FOR MILITARY OPERATIONS; MAJ. GEN. 
WILLIAM §S. LAWTON, DIRECTOR OF ARMY BUDGET, OFFICE 
COMPTROLLER OF THE ARMY; COL. STURE A. ANSEL, OFFICE, 
DEPUTY CHIEF OF STAFF FOR MILITARY OPERATIONS; LT, 
COL. EARL W. BUCHANAN, OFFICE, DEPUTY CHIEF OF STAFF 
FOR MILITARY OPERATIONS; LT. COL. CARL E. BOBO, OFFICE, 
DEPUTY CHIEF OF STAFF FOR MILITARY OPERATIONS; LT. COL, 
HARRIS C. EICHEN, OFFICE, DEPUTY CHIEF OF STAFF FOR MILI. 
TARY OPERATIONS; LT. COL. JAMES G. MOAK, OFFICE, CHIEF 
SIGNAL OFFICER; DR. ROLFE L. ALLEN, OFFICE, DEPUTY CHIEF 
OF STAFF FOR MILITARY OPERATIONS; NEUMAN C. KERNDT, 
OFFICE, DEPUTY CHIEF OF STAFF FOR MILITARY OPERATIONS; 
AND WALTER E. SCOTT, OFFICE OF DIRECTOR OF ARMY BUDGET, 
OFFICE, COMPTROLLER OF THE ARMY 


1958 BUDGET PROGRAM 


General Lawton. Now, I would like to call as the next witness 
Maj. Gen. John E. Theimer, Assistant Deputy Chief of Staff for 
Military Operations, for the next program, which is for the 2000 and 
2100 account. 

General THermer. Mr. Chairman, I am Maj. Gen. John E. Theimer, 
Office of the Deputy Chief of Staff for Military Operations. It is a 
pleasure for me to appear before this committee to present and explain 
our budget programs 2000, “Operation of tactical forces,” and 2100, 
“Training activities for fiscal year 1958.” 

In general, these budget programs provide for day-to-day operating 
costs of our tactical forces and the training installations and activities 
which support the Army. 

Before proceding with an explanation of the budget program, I 
would like to highlight a few of our more important missions and tasks 
which we must accomplish in fiscal year 1958. 


MISSIONS FOR 1958 


First, we must complete the reorganization of our divisions under the 
Pentomic concept. This reorganization which has been started in 
this fiscal year, will provide the Army with forces possessing necessary 
characteristics for the conduct of military operations on the atomic 
battlefield as well as retaining a capability for nonatomic warfare. 

Second, we must continue the organization of special-type units 
capable of providing atomic fire support for our tactical forces. 

Third, we must continue to modernize the Army by the introduction 
of new and improved weapons systems and equipment, to increase our 
fire power and tactical mobility as well as to provide better communi- 
cations and improved methods for the acquisition of combat intelli- 
gence on a timely basis. 
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Fourth, we must continue the modernization and expansion of our 
antiaircraft defense of the continental United States to protect our 
vital production base. The improvement of our air defense is centered 
around the Nike Hercules with its increased altitude and vastly 
greater killing power to augment the Nike defenses. 

Fifth, we must continue to provide the necessary training of indi- 
viduals and units, continue tests of the suitability of equipment for 
military purposes and of organization, doctrine, and concepts required 
for the future. 

TRAINING IMPACT OF NEW WEAPONS 


The major training impact of these new weapons and equipments 
are reflected directly in our Army service-school training which will 
increase in fiscal year 1958. Since the Army’s strength wil] be some- 
what less in fiscal year 1958, this requires a brief explanation. It is 
due primarily to training more people for relatively more complicated 
weapons like Nike. RFA training will also have an impact on our 
school system. 

At this point I would like to explain the principal changes in the 
fiscal year 1958 budget estimate now before you as compared to the 
fiscal year 1957 estimated obligations. 

The requested increases for fiscal year 1958 in program 2000, tactical 
forces, in three primary expense accounts, are as shown in the handout 
attached to the opening statement provided the committee. 

The increase requested for the operation of training centers provides 
for a greater training load of 6-month trainees from the Reserve 
components and for contribution to the civil-service retirement fund. 


FUND REQUIREMENTS FOR FIELD EXERCISES 


The increased fund requirements for field exercises may be identified 
in three principal areas: 

Department of Army and United States Continental Army Com- 
mand directed field exercises are programed for an increase in fiscal 
year 1958. These are our large-scale maneuvers conducted under 
control of the Department of the Army or Continental Army Com- 
mand. ‘This increased maneuver program is necessary because of the 
reorganization of major unts of the Army and for testing Western 
Hemisphere defense plans in Alaska. 

Local command and technical service exercises will also increase in 
fiscal year 1958. ‘These are maneuver and firing exercises conducted 
under control of commanders subordinate to Continental Army Com- 
mand, oversea commanders, and chiefs of the technical services. This 
increase will provide primarily for the service practice firing of addi- 
tional Nike battalions and Corporal missile packets at White Sands 
Proving Grounds. These exercises will require an increase of $2.8 
million in the appropriations. 

User tests are also programed for an increase in fiscal year 1958. 
These tests are conducted to determine if new items of equipment, 
organizational concepts or techniques of operations are suitable for 
standardization or adoption by the Army. These tests assist us in 
determining the associated training and logistical requirements. As 
we accelerate our evolutionary development of materiel, we must 
increase the number and scope of service and troop tests. Of particu- 
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lar importance is the requirement for communications and surveillance 
of the battlefield to keep pace with improved firepower and mobility, 
Senator ELLeNnpeEr. As is usually done, after the go sign has been 
given, you move them in. 
General Tuermer. That generally is true. It is not completely true, 
however. Some of these which we are testing are really in the devel- 
opment stage. 


RESEARCH AND DEVELOPMENT 


Senator ELLENDER. The items you are referring to at this moment 
have nothing to do with the $1.6 billion and $3.5 billion discussed 
last week. 

General Tuetmer. That fund to which you refer, I think, is related 
primarily to research and development. 

General Lawton. They have many items that are ready to be 
tested. 

Senator ELtenpeR. Are the items we are now talking about 
items that have been approved and tested and are ready for use? 

General Lawton. They are ready for the testing phase. They 
have been through the research and development program and have 
been accepted. 

Senator ELLENDER. In other words, what you are asking this $1.2 


million for is to be used to take a complete piece of armament and 
get it to the soldiers in the field? 


General Tuetmer. Essentially that is correct. 


General Lawton. Put them in the hands of the troops and let 
them test the articles in the field. 


OTHER OPERATION OF TACTICAL FORCES 


General THermer. We are also requesting an increase for other 
operation of tactical forces in three principal areas, namely, procure- 
ment of minor supplies and equipment for the completion of the 
reorganization of our divisions, and for the activation of additional 
Redstone battalions and United States Army missile commands in 
fiscal year 1958. 

The leasing of additional commercial telephone circuits to improve 
the communications readiness of the antiaircraft defense of the United 
States. 

Increased support for the Combat Developments and Experimenta- 
tion Center at Ford Ord, Calif., which was established last year as a 
part of the Army’s combat development system. 

For “Other operation of tactical forces’? the increases that we are 
requesting are offset by decreases due to the reduced strength of the 
Army and elimination of nonreimbursable support in the Far East 
Command to the Air Force and Navy. The net effect of these ‘in- 
creases and decreases are, indicated on the handout which has beep 
provided the committee. 

In summary, the requested increases in program 2000 are related 
primarily to training, testing, and equipping tactical units to improve 
their organizational and combat posture for the battlefield. 


ARMY SCHOOL TRAINING 


Budget program 2100 supports primarily the school training of in- 
dividuals in Army service schools, schools conducted by local com- 
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manders, and in civilian institutions. This program also supports 
civilian contract training at Army facilities, miscellaneous training 
activities, and the proc urement of training devices and publications. 

The increased estimated costs for fiscal year 1958 in comparison to 
fiscal vear 1957 are reflected in 5 primary expense accounts. In- 
cluded in these increases are necessary funds for contribution to the 
civil-service retirement fund. 

Under “Combat arms schools” the requested increase is to provide 
for an estimated 21-percent increase in the training load. The in- 
creased training load in the combat arms schools is due primarily to 
the increased training required in Army aviation, in the implementa- 
tion of the Reserve Forces Act of 1955, and in the training of guided 
missile and rocket specialists. Although the number of personnel in 
the Army will decrease slightly, new and more technical weapons, 
primarily those needed to increase the effectiveness of the Air Defense 
of the United States, require that we send more people to school to 
learn the techniques of handling these complex weapons and related 
equipments. 

The requested increase for the support of service schools will provide 
for an estimated 8-percent increase in training load for technical service 
schools in connection with the expanding guided-missile program and 
for increased support of the Reserve components. 

The level of support for Army colleges remains the same as for fiscal 
year 1957, except for a small increase to provide for contribution to 
the civil-service retirement fund. 

The level of activity for other schools, including language training, 
remains at the fiscal 1957 level. Additional funds are required for the 
movement of the USMA Preparatory School from Stewart Field, 
N. Y., to Fort Belvoir, Va., contribution to the retirement fund, and a 
small increase in travel and per diem requirements. 

The support of the United States Military Academy remains at 
substantially the same level as for fiscal year 1957. An increase is 
required to provide for a full year employment of civilian mess attend- 
ants, and for contribution to the retirement fund. 

The major increase for training at civilian institutions over fiscal 
year 1957 is for aviation training primarily to provide for the conduct 
of aviation training by the Army which was accomplished for the Army 
by the Air Force in fiscal year 1957. 
































MISCELLANEOUS TRAINING 






The miscellaneous training primary expense account supports 24 
activities not otherwise related to any other _— of the training pro- 
gram. Representative type activities are technical service boards 
and training commands; headquarters, electronic proving grounds and 
Signal Corps center; instructional teams on special equipment, and 
rifle and pistol matches. This primary expense account is progr amed 
at about the same level of support as for fiscal year 1957 except that 
support of United States Continental Army Command test boards, 
formerly provided from the “Research and development”’ appropria- 
tion, is included in this account for fiscal year 1958. 
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TRAINING DEVICES AND PUBLICATIONS 


The last expense account in this budget program is ‘Training de. 
vices and publications.” The requested increase provides for essential 
training devices, films, and publications to support the modernization 
of the Army. As new weapons and other equipments are developed, 
& corresponding requirement for new training devices is generated, 
The provision of suitable types and numbers of training devices con- 
tributes great economy as well as increased effectiveness in training 
both in the Active Army and ia the Reserve components. 

In summary, the changes in these programs for fiscal year 1958 
result primarily from more schooling, much of it technical, and for 
training in connection with our missile waits and reorganized divisions, 
They reflect the Army’s progress in adapting itself and its organiza- 
tion to new weapons. 

This completes the presentation of programs 2000 and 2100 except 
for the operation and maintenance of facilities which will be explained 
to the committee on an overall basis by the Deputy Chief of Staff for 
Logistics at a later date. I shall now be glad to answer any specific 
questions the committee may have in regard to my statement or to 
the budget programs themselves. 

Mr. Chairman, I have with me two mimeographed sheets that I 
would like to have inserted in the record if I might. They are on the 
subject of the “Operation and maintenance, Army, program 2000, 
tactical forces direct obligations, fiscal year 1958’’; and program 2100, 
‘Training activities, direct obligations, fiscal year 1958.” 

Senator Ex.itenper. Without objection, that document will be 
inserted in the record at this point. 

(The document referred to follows:) 


Operation and maintenance, Army, program 2000, tactical forces— Direct obligations, 
fiscal year 1958 














Fiscal year Fiscal year Increases 

1957 1958 
De I INN ices gis nencd aw aiuineWane bacucca adundcedem $15, 814,000 | $16, 659, 000 $845, 000 
2. Field exercises__..___- niindcaieplbcnis Rabies iuiak acti ein abt adidas 25, 210, 000 33, 199, 000 7, 989, 000 
3. Other operations of tactical forces_-_-_._...___---- inn daecies 156, 230,000 | 158, 942, 000 2, 712, 000 
Nie hicanc: ts oesreigie aia. d fill csc iocempeatetanaidan ade nde 197, 254,000 | 208,800,000 | 11, 546,000 


EXPLANATION OF INCREASED COSTS FISCAL YEAR 1958 OVER FISCAL YEAR 1957 


1. Increase due to increased training load of 5,100 ($0.7 million) and to contri- 
bution to the civil service retirement fund ($0.1 million). 

2. Increase due to expanded program of exercises for training attendant to unit 
reorganization within the Army ($3 million); expanded program of user tests, in- 
cluding Signal Corps activities at Fort Huachuca ($2.3 million), Chemical ($1.2 
million) ; and other ($1.5 million). 

3. Increase due to reorganization within the Army, requiring consumer funds 
to pay for purchases from the stock fund ($9.4 million), increased scope of Combat 
Development Test and Experimentation Center ($1 million), and lease of AA 
circuits ($0.5 million) (partly offset by reduced requirements for consumer fund 
money caused by reducing the Army from 1,037,000 to 1,000,000 ($5 million), 
and by elimination of nonreimbursable support for Air Force and Navy in the Far 
East ($3.2 million)). Net increase is $2.7 million. 





Operati 


1. Combs 
2. Service 
3. Army 
4, Other 
5, U.S. ! 
6. Traini 
7. Misce 


‘ Train 


Ta 


retire! 
3. 
4. 
tribut 
5. 
incre: 
6. 
- 
Boar 
8. 
incre 


Ss, 
wis 


C 


We 
the 
me 
alt 


ne 
we 


be 
cde 
st 
is 
st 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 729 


Operation and maintenance, Army, program 2100, training activities—direct obliga- 
tions, aed year 1958 


- - _ - — a — _ — 





Fiscal year Increases 


Fiscal year 
1958 


1957 


| 

1. Combat arms schools | $16, 055, 000 $20, 559, 000 $4, 504, 000 

2. Service schools- tiusvas a | 30, 535, 800 33, 020, 000 | 2, 484, 200 

3. Army colleges. | 2, 090, 300 2, 174, 000 | = = 

4, Other schools. ; s 8, 082, 000 | 8, 465, 000 

§. U.S. Military Academy sia 3, 820, 000 4, 663, 000 at 000 

6. Training at civilian institutions_- | 3, 232, 000 9, 056, 000 5, 824, 000 

7. Miscellaneous training oak .| 24, 163, 900 25, 329, 000 | 1, 165, 100 

§. Training devices and publications_- ed | 15,581,000 | 17, 734,000 | 2, 153, 000 
Total een 103, 560, 000 | 121,000, 000 | 17, 440, 000 


EXPLANATION OF INCREASED COSTS 


1. Increases due to increased training load at Army Aviation, Artillery, AAA 
and guided missile schools, and TDY cost and retirement fund contributions. 

2. Increase in service school training loads, principally RFA, TDY cost and 
retirement fund contributions. 

3. Retirement fund contribution. 

4. Increase due to move of USMA Preparatory School, TDY costs and con- 
tribution to retirement fund. 

5. First full year employment of civilian mess attendants; wage board pay 
increase and retirement fund contributions. 

6. Increase due principally to increased requirement for aviation training. 

7. Increase due to support of United States Continental Army Command Test 
Boards; and the contribution to retirement fund. 


8. Increase in procurement of training aids within the 5-year program plus 
increased cost in film production. 


PERSONNEL REDUCTION 


Senator ELLeNDER. Could you give us the reduction percentage- 
wise as to the number of men? 

General THreimer. I do not have the percentage. It is the reduc- 
tion General Lawton referred to the other day. 

Senator ELLENpDER. In the overall? 

General THEIMER. Yes, sir. 


CONTINENTAL UNITED STATES ANTIAIRCRAFT DEFENSE 
Senator Haypren. Here where you said, 


We must continue the modernization and expansion of our antiaircraft defense of 
the continental United States to protect our vital production base. The improve- 
ment of our air defense is centered around the Nike Hercules with its increased 
altitude and vastly greater killing power to augment the Nike defenses. 

I do not quite understand that. It seems to me if you try out 
new product that turns out to be better than what you had, you 
would start using it and not the other one. 

General THEermer. That would be true usually. It would certainly 
be true for a standardized item. Some elements, for example, in the 
development of Army electronics have to be adapted to our battlefield 
surveillance system. That is target acquisition, which is a field that 
is particularly important, and in which we have got to take great 
steps of progress. 

A navigation system for ovr own aircraft is another thing. An 
electronic countermeasure system is another. That is one particular 
type of thing to which I referred. That is the subject of testing in 
the Combat Development Experiment Center in California and also 
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in our own maneuvers and in other places; we are testing these to see 
whether they suit the purposes for which we have designed them, 

The other elements—there are other elements that we are purely 
testing, as Senator Ellender pointed out, which is really beyond the 
research and development stage, and in which we are determining 
whether it is suited for troop units or how best for troop units to use it. 

For example, what the size of a troop should be, and what their size 
should be in handling that. 

Senator ELtenper. In that connection, do you find that some of the 
weapons that have passed the test are not actually used after al]? 

General THermer. I would say that is the case at times. I cannot 
pinpoint a case in which it has happened. As I say, I am sure it has 
happened, but I cannot put my finger on a case in which it has 
happened. 

Senator ELuenpER. Do you test these weapons in maneuvers? 


INCORPORATION OF NEW UNITS INTO MANEUVERS 


General THermer. That is completely true. Of course, injecting 
your new equipment into our exercises requires a new training problem 
for our troops, units, and individuals in having them completely 
trained before we try to incorporate these units into maneuvers. 

Senator ELLENDER. From what source is your manpower derived? 

General Tuermer. It is our table of organization and equipment 
units, just like a 90-millimeter gun unit is a table of organization 
and equipment, or TOE unit; the same is true with Corporal and 
Honest John units—they are all TOE units. 

Senator ELLENDER. You use the men who are handling the obsoles- 
cent weapon to man the new type? 

General Tuemmer. I think there you made a good point in connec- 
tion with these 90 millimeter units. In those instances, many of them 
are interested in that. It is the same type of equipment that is in 
the Nike; so when we get a new missile, we take away this one and 
place those men on the new one. 

Senator Haypen. Was that $11.5 million allowed by the House? 

General THetmer. Yes. As a matter of fact, the House report did 
not specify the area in O&M in which the cuts would have to be made. 

Senator ELLENDER. They left the matter up to your discretion. 


PAYMENT TO CIVIL SERVICE RETIREMENT FUND 


General Lawton. The Civil Service Commission requires that this 
contribution to the retirement fund be made. It is law. 

General Tuermmer. There is no question about that. As General 
Lawton points out, this is mandatory. The House in other bills has 
taken into consideration this matter and added that much money, 
which means this is taken off from the appropriations made to the 
Civil Service Commission and not the other agencies. 

This reduction that the House made means that you have to make a 
further reduction in your normal activities in order to accomplish the 
payment to the civil service fund. 

Senator Symineton. This decrease was after the 1946 reduction, 
was it not? 
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General Lawron. The House made the overall reduction of $150 
million, but we will still have to pay this increase for the civil service 
retirement. 

Senator Smirx. Mr. Chairman and gentlemen, what item was that 
included in originally? 

General Lawton. The Civil Service Commission. 

Senator Smirx. What did you say? 

General Lawton. That was in the Civil Service Commission budget 
up to this presept year. 

Senator Smirx. Not in your budget? 

General Lawton. Not in our budget. 

Senator Smirx. Was it in your budget this year? 

General Lawton. Yes; it was in our budget this year, Senator. 

Senator Smirx. What item is it under? 


MANDATORY CONTRIBUTION 


General Lawron. It is spread throughout the Army’s budget. It 
is in every place where we have civilian personnel. It is a manda- 
tory requiremert and a mandatory contribution of the Federal 
Government to the retirement of civil service employees. 

Senator Smiru. So that if they deducted that from $150 million 
that has to be spread over the other items, it still has to be paid. 

That is what I understood Senator Hayden to say. 

(Discussion off the record.) 

General THermer. In my own—— 

Senator ELLENDER. Why is that necessary? 

General THetmer. This is the changeover from military to civilian, 
and this is underway, and I believe it is half accomplished. 

I think that is the reason for the increase in 1958. 

Senator ELtenprer. After this year the boys at West Point will be 
served by civilians rather than by men in the service. 

General THermer. That is correct, sir. 


AIR TRAINING 


Senator ELLENDER. I want to ask about the air training. Was that 
done by the Department of Defense formerly? 

General THermer. Yes, and the Army and the Air Force agreed 
that the Army should take over this function. By and large the Air 
Force is not interested in the type of participation we are. 

Off the record. 

(Thereupon, there was a discussion off the record.) 

Mr. Hicains. Mr. Chairman, I would just like to add a comment 
here, on the record, that might be helpful. 

In taking this whole operation from the Air Force, in finding the 
people to do it, after we had looked into the whole modus operandi 
and had a little experience through one contract or another, we called 
all the interested contractors in this case over for a meeting. 

There we talked over the problems before the whole group, and 
got their ideas, and so on. We are continuing along those lines at 
the present time; and we are very frank and go in and ask them to 
make suggestions as to how we might improve this effort. 

We are doing everything we can to cooperate with industry in 
getting them to advise us in this area and at the same time operating 
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on a competitive basis in these training branches owned by the 
private concern that contracts on this highly significant work. The 
same holds true when the training branch is owned by the Government, 


FILMS ON HONEST JOHN ROCKET LAUNCHER 


General Tuermer. On this training matter, we have, as was men- 
tioned in the off-the-record discussion, these films, training films, for 
example, on the subject of the Honest John rocket launcher, which 
would then become a part of the new training techniques. They 
cover also subjects particularly adapted for group instruction. Per- 
haps it tells of a soldier on guard duty, and things of that sort. They 
cover a wide multiplicity of subjects. 

Senator ELLENDER. Does the film show how these things are done? 


FILMS A SUPPLEMENT TO TRAINING MANUALS 


General THermer. That is right, sir. In other words, they are a 
supplement to our training manuals, and it is another way of trying to 
get the idea across. 

Senator ELLENpER. Do you not think you learn better by doing 
rather than seeing? 

General Tuetmer. I think you learn both ways. 

Senator ELLENDER. How much more expensive is it? How much 
have you added to the cost of training? 

General Tuemmer. The increase in films is $400,000, and it is really 
a very effective way of operating. 

You see, Senator, we find some of these points are most difficult to 
get across, but when they see it with their own eyes, then they are able 
to understand it. 

Senator ELLENDER. Do you not think he would be better off if he 
learned by doing rather than seeing? 

General Tuetmer. His particular function is learning a subject, 
and he learns it best by having both of these means of instruction 
available to him. 

After all, he has to learn how to do something; and he can see how 
to do it in a film—or it may be a new subject, unless he goes out and 
actually attempts to perform it. 


ARMY PICTORIAL SERVICE 


Senator ELLENDER. Who makes these movies? 

General THermer. The Army Pictorial Service. 

General Lawton. This is, incidentally, an important part of the 
instruction in the Reserve and National Guard training. 

Senator CHAvez. I am glad. 

(Discussion off the record.) 

Senator CuHavez. I know that more money should have been 
authorized, and money has been appropriated for three Reserve unit 
buildings; but they are not being built. 

Where will they receive instruction if they do not have the buildings? 

General Lawron. I believe those armories are in process now. The 
contracts may not have been initiated to date; but, as far as I know, 
there is no block on them. 
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Maybe some of these were half-unit armories. If so, those funds 
might have been held up temporarily by the Bureau of the Budget. 
However, that has now been cleared and we are going ahead. 


IMPORTANCE OF RESERVE SYSTEM 


Senator CHAvez. You sold us on the idea that the Reserve system 
is very important to the national defense. 
General Lawron. We believe it is—definitely. 


RETIREMENT-FUND CONTRIBUTION 


General THeimer. Adding a contribution of $2,870,000 for the 
retirement fund results in a net increase in this program of $17.4 
million. 

These briefly are the changes in these programs for the fiscal year 
1958, which are related to the Army’s reorganization of divisions, 
Army aviation, and guided-missile training primarily. This program 
is only in part what we would call mission money, related to this 
partic ular training. A large part of this training, of these programs, 
consists of operation and maintenance for facilities. That will be 
justified later by General O’ Neill. 


SFFECT OF HOUSE REDUCTION 


I would now like to read an addendum in regard to the effect of the 
reduction proposed by the House. This addendum sets forth the 
effects on these programs of the $150-million reduction in the appro- 
priation made by the House of Representatives, 85th Congress, which 
is as follows: 

The 6-month Reserve trainee load at Army training installations 
has been building up rapidly as a result of the great popular response 
to the Reserve forces program. ‘The Active Army and RFA load is 
greater now than at any time within the past several years. Reduc- 
tions in the Army’s operation and maintenance appropriation will 
require a reduction in civilian personnel who support our training, 
which in turn will undoubtedly force us to reduce training facilities. 
This reduction would entail a curtailment of support of the training 
program, including the 6-month Reserve training program. The 
effects of this reduction of civilian personnel which amounts to a 
proximately $11 million in the operation and maintenance of facili- 
ties portion of these programs will be further discussed by General 
O’Neill, who follows me. 

We will also have to reduce our level of field maintenance of the 
equipment used to support training by approximately $13 million in 
these programs. This is a supporting activity which will also be 
further discussed by General O’ Neill, but because of its importance to 
training, I feel it is necessary that I discuss briefly its impact upon 
these programs. This is equipment essential to both the Active 
Army and the 6-month Reserve training programs and will result in 
a lower standard of training because needed equipment will not be 
available. There will inevitably be a reduction in the maintenance of 
barracks, roads, and other facilities at training stations, with a corre- 
sponding reaction on the young trainee. These reductions would 
adversely affect both the combat readiness of the Active Army and 
the readiness of our Reserve components. 
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Field exercises provide the coordinated training needed by a unit 
to pull together the individual training which has been completed, ag 
well as a test for the individual soldier of what he has been taught, 
These field exercises are an essential part of our training program 
designed to provide combat-ready units for deployment. At this 
time, when our divisions are being reorganized under the new pentomic 
concept, these exercises are of particular importance. This reduction 
in operation and maintenance would require a cutback in the program 
by the elimination of at least one division field exercise. ; 

Senator ELLenpeR. In what space of time? Would that be 6 
months? 

REDUCTION OF FIELD EXERCISES 


General THErmeEr. Concerning the reduction of field exercises, there 
are four division field exercises scheduled throughout fiscal year 1958, 
Two of them are for the airborne divisions, one for an infantry division, 
and one for an armored division. 

Senator ELLENDER. You say it will result in the elimination of at 
least one division field exercise out of how many? Out of four? 

General THemmer. Out of four; yes, sir. In other words, one divi- 
sion would have to knock out its division field training. 

This reduction in the amount of $1 million affects the training and 
combat readiness of our divisions. 

Troop tests of doctrine, organizational concepts, and combat equip- 
ment are an indispensable phase of assuring the soundness of the 
Army’s tactics and equipment. They permit the determination of 
those areas which require improvement, as well as delineating the 
organizational aspects and logistical factors involved in the integra- 
tion of new doctrine and equipment. The reduction proposed by the 
House would result in a cutback of $1 million in this area and the 
deletion of important tests. The elimination of these tests would 
slow and impair the readiness of the Army under the newly adopted 
pentomic concept. 


PROCUREMENT OF TRAINING DEVICES 


The procurement of training devices would have to be curtailed 
by $1.5 million. This cutback would affect our Trainfire program 
and the training of Nike radar specialists. Trainfire is an improved 
system of markmanship training and concentrates upon the detection 
and firing on targets which more closely resemble those encountered 
on the battlefield. Experience gained from controlled tests of this 
system has clearly demonstrated the superior training accomplished 
as compared to the old system of extended training with conventional 
type targets at known distances. <A cutback of about $1 million in 
the procurement of targets for Trainfire would delay the implementa- 
tion of this new system adversely affecting the proficiency of our 
marksmanship training. 


CUT IN TRAINFIRE PROGRAM FUNDS 


Senator E.LtenpEr. How much are you cutting back the total 
amount used for the Trainfire program? 

General THeimur. That is about one-half, sir. May I check the 
figure? 
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Senator ELLENDER. Yes. 

General Tueimer. It is a little under a half. It is about $1 million 
out of $2.4 million. 

Senator ELLeENDER. Did you make that reduction yourself on an 
overall basis, or were you directed by the House to make the reduction? 

General THrermer. No, sir, the House did not direct where to make 
the reduction. 

Senator ELLENDER. Then you are doing it yourself. 

General THeimer. In looking over the program, in figuring out 
where these cuts might have to be made, where we could take them up, 
these are places where we think we might have to make a reduction. 

Senator Cuavez. But that was based on the House action in the 
appropriation, was it not? 

General Tuermmer. That is correct, sir. It is caused by their reduc- 
tion in the operation and maintenance appropriation. 

Senator ELLENDER. In making your reductions on your own, do you 
give consideration to reduction in other fields, which may not be as 
important as the Trainfire program? 

General THermer. Yes, sir, we have done that. 

Of course, we will consider all fields very carefully before we deter- 
mine exactly where we would pinpoint how these reductions would be 
taken up. The fact is that they have got to be taken someplace, of 
course. Every field is important, and when you look at each one it 
looks as if that one is the most important one and you do not want to 
cut thatone. But if you have to take a cut you just have to take a cut. 

Senator ELLeNpER. I hope that the same system is not used as was 
used in the research and development appropriation. In a $400 
million appropriation requested, the people have been informed that 
the House cut of $8 million reduces the missile program. You know 
that will not occur, but yet that is the impression given to the people 
of this country. 

General Lawton. It has an effect on the delaying of the program. 

Senator ELLENDER. But judging from what I see in the newspapers, 
I would gather it would mean a wrecking of the program, and you 
know that is not true, General. A reduction of $8 million out of $400 
million cannot wreck the program. 

General Lawron. Of course, what we tried to bring out yesterday 
was the fact that this program started out with the requirement of 
$596 million, and the $400 million is already a well-pared-down item. 

The same is true with this operation and maintenance appropriation. 
As I commented, the program directors, when they were estimating 
their requirements for the year, came up with approximately $3.9 
billion. We pared it down ourselves within the Army to cut it to 
what we thought was the minimum figure, $3,678 million. Then the 
Department of Defense and the Bureau of the Budget took out $278 
million more. We were down to what we considered the minimum 
that we needed. Then the House took out another $150 million. 

So it is just a question, as you keep cutting down, of finally getting 
down to the point of taking out things that are essential, the things 
that we feel are necessary to the progress of the training of our Army 
and the preparation of our Army for combat. 

Senator Cuavez. Just a moment, please, General. 

You are explaining to the committee now what would happen if this 
committee were to go along with the House figure, is that right? 

92576—57——47 
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General Lawton. Yes, that is correct. 

This is as we see the way that we have to apply this $150 million cut, 

Senator Cuavez. But you are asking this committee to restore 
those cuts, is that not correct? 

General Lawton. Yes, sir; that is correct. 


NEWSPAPER STORIES ON MISSILE FUNDS CUT 


Senator ELtenpreR. What I had in mind, General, was the exam- 
ple that was given yesterday and previously. There are stories about 
it in the newspapers which excite our constituents to the point that 
they believe the House action will cripple your entire program for 
missiles. The impression is given that you will not have any money 
left to carry on the missile program. I know that is not true, but 
that is the impression made upon the people by those who write the 
stories. I wonder where they obtain that information. 

General Lawton. I did not see that part of it. 

Senator ELLENDER. I get it. 

General THemmer. I know what you mean, Senator. I cannot 
speak for the R. and D. program, sir. If we take the cut, I think 
you will probably see some of these effects that we are talking about 
here today. 

Senator ELLENDER. Proceed, General. 


RADAR TARGET SIMULATOR 


General THermer. The radar target simulator, known as type II, 
is an antiaircraft training device to provide realistic training for radar 
operators in Nike, Skysweeper, or gun units, without depending upon 
actual aircraft. This device provides simulated targets which are 
displayed on radarscopes and against which the crew can conduct 
complete engagements. These simulated targets will maneuver 
exactly like real targets and in the midst of jamming when desired. 

This device will permit concentrated training of a type critically 
needed to improve the crew’s speed, accuracy, and facility with their 
equipment. Actual aircraft cannot be used for this training because 
of the prohibitive cost and inability to simulate targets with needed 
characteristics. Limitation in the procurement of the 15—D-2 radar 
target simulator, type II, would greatly limit the training of anti- 
aircraft crews for a mission of critical importance, which is the defense 
of the continental United States. 

Senator ELLENDER. How much did you ask for this type of equip- 
ment, and how much did you cut it? 

General THEemmer. The cut is $500,000 out of $3,196,000. 

Senator ELLENDER. $500,000 out of $3,196,000? 

General THEermer. Yes. That is a cut of about one-sixth. 

Senator ELLENDER. Does that mean that you will have less equip- 
ment for the ensuing vear? 

General THEermer. That means that we would cut roughly 6 out of 
37 of these radar target simulators. 

The problem is that it is very difficult for a Nike outfit to get 
realistic training. Passing airliners of course are few and far between. 
Hiring aircraft, particularly aircraft that would provide a realistic 
target, is almost impossible. They are almost impossible to get if we 
could hire them. The jamming and the counter measurse through 
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which these people should be receiving training in the tracking of 

targets is very difficult to simulate or to effect. This device does all 

of these things. In other words, it provides by far the best training 

that a radar operator could possibly get and is the only way that there 

js of providing realistic training once he gets to that part of the pro- 
am. 

Senator ELLENpDER. How far from the radar instrument is this 
object placed? 

General THermer. It is right next to it. It is right in the same 
vicinity. 

What this does is to set up electronic signals which simulate the 
target on the radarscope. In other words, it produces the same effect 
that he would get if he were tracking a target, say, at 60,000 feet out 
there 30 miles or at any distance. It can also simulate the use of 
electronic countermeasures, chaff, and things of that sort. 

Senator ELLenpER. Is the $3,196,000 the minimum you can use 
for the purchase of those instruments? 

General THEemmEeR. We will need more than that, sir. Our training 
aids program is worked out over a 5-year period. I do not have the 
complete requirement here, sir, but our requirement is greater than 
this and is going to continue. 

Senator ELLENpER. It is my further understanding, then, that if 
the proposed cut goes through that you will reduce that amount by 
$500,000. 

General THermer. That is right. 

General Lawron. We would like to get more, but the $3,196,000 
was all we figured we could afford out of this particular budget. 
When we are reduced that has to take a reduction along with other 
items. 

Senator ELLENDER. Proceed now, General Theimer. 


REDUCTION IN SCHOOL TRAINING 


General THEImMeER. School training must be reduced by approxi- 
mately $1.75 million. The increasing complexity of our weapons and 
equipment have placed a high premium on skilled specialists to oper- 
ate and maintain them. The area affected will be the planned input 
of students to be trained as Nike, surface-to-surface, that is, missile, 
and electronic specialists. An important factor in this reduction will 
be an increase in our operating costs in field maintenance and an in- 
crease in the maintenance backlog—this is in Nike onsite units—due 
to inexpert use, handling and repair. As the Army is already in short 
supply of these specialists, a curtailment of numbers to be trained 
requires an unwarranted risk. 

For all of the foregoing reasons, we urgently request the restora- 
tion of the above cited funds. 

Senator ELLENDER. How much have you set aside for the school 
training program? 

General THermer. At the combat arms schools it is $20.5 million 
while at the service schools, it is $33 million. 


FACULTIES OF SCHOOLS 


Senator ELLENDER. Who are the teachers there? Are they Army 
people? 
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General TuHermmer. Both Army and civilian people make up the 
faculties of these schools. 

Senator ELLENDER. What is this money being used for? Is it to 
pay the teachers? 

General THemer. No; it does not provide the teachers, except for 
the civilian teachers. It provides for the maintenance of these schools 
the combat arms schools, the service schools. It provides for sending 
students to these schools. 

For example, we will send a total of about 150,000 or more students 
to these schools during the fiscal year 1958. 


SELECTION OF STUDENTS 


Senator ELLeNprER. How are the students selected? Are they stu- 
dents who are in the armed services? 

General THemmer. They are in the armed services, yes, sir. 

Senator ELLeNpDER. Aren’t they paid out of your regular budget 
for military personnel? 

General Tuermer. This is not for their pay; this is for their travel 
to send them to school and back again. It also is for the maintenance 
of these schools. 

LOCATION OF SCHOOLS 


Senator Cuavez. Can you tell us where the schools are located? 
General THermer. For example, as you know, there is the Infant 
School at Fort Benning, Ga., the Guided Missile School at Fort Sill, 

Okla., and the Armored School at Fort Knox, Ky. 

One of the critical schools to us is at Fort Bliss, Tex., because they 
have had quite a problem in getting the facilities, the equipment 
and the personnel to keep up with our Nike requirements. They are 
scheduled for a big increase in the fiscal year 1958. 


TOTAL SALARIES OF CIVILIANS 


Senator ELLENpDER. How much of the $53 million goes for salaries 
of civilians, do you know? 

General Tuermer. I think I can give that figure to you in just 
a minute, Senator. 

Senator ELLENDER. I wonder if you could give us a breakdown 
of how this $53 million is spent. 

General Tueimer. I certainly could, yes, sir. 

Senator Cuavez. How much for salaries, and for travel? 

General Tuermer. And how much for the support of the seckeels. 
Yes, sir, we could provide that, and we will send that over for inclusion 
in the record. 

Senator ELLENDER. We will have that placed in the record at this 
point in connection with your testimony. 

(The information referred to follows:) 


Service 
hoo 
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School costs by object class, fiscal year 1958 


Com- 
mruni- Re- 
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schools... .|$16, 561, 000/$1, 092, 829/$308, 951)$1, 844, 650) $12, 095, 150/$1, 056, 500) $20, 600) $40, 320/$33, 020, 000 
Combat‘arm 


schools.....| 5, 299, 000| 1,705,000} 2,000) 8,442,000} 4,714,000} 389,000) 6,900} 1,100) 20, 559,000 


Total__| 21, 860, "7 2, 797, 829) 310, _s 286, 650) 16, 809, 150) 1, 445,500) 27,500) 41, 420) 53, 579, 000 
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MAN-WEEKS OF TRAINING NEEDED BY NIKE UNIT 


General THEermeER. I might point out here, sir, if I may, that while 
we are on the subject of these schools, I think that a comparison of our 
Nike units with our antiaircraft guns units brings out very well the 
problem that is involved in sending more people to school. The Nike 
unit requires a great deal more training both because more people 
have to be trained in long-term specialties, and also because they have 
to be sent to school longer. 

By way of example, the man-weeks of training involved are 1,388 in 
an antiaircraft gun unit, that is, specialist training required in man- 
weeks. A Nike unit, a Nike battalion, requires 2,232 man-weeks or 
an increase of 161 percent. 

Senator CHavez. What method do you use in order to keep those 
trainees within the service? Do they not get trained and then after 
the time expires they quit the army and go to work elsewhere? 

General THEImMER. That has been a problem in the past, Senator. 
It is still a problem. 

Senator Cuavez. Is there any incentive that you offer to the trainees 
so that they could stay with you after they have completed the 
training? 

General THrimerR. Their primary incentive, of course, is that as 
they progress they become more qualified in their specialties and they 
are promoted through the specialist grades or through the noncom- 
missioned grades. In other words, there is a structure in the table 
of organization and equipment, for any type of equipment, as you 
well know. And as he comes along, of course, he continues to be 
promoted and he gets positions of greater responsibility and greater 
pay. . 

Senator CHAvez. These trainees are generally personnel within their 
own department, are they? 

General THemer. That is correct, sir. 


SELECTION OF TRAINEES 


Senator ELLENDER. How do you make your selection? Do you 
give an examination and test them out to determine whether or not 
they are capable of undertaking this training? 

General THemmer. That is true in some specialties. 
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There are several general sources. One of the largest sources of 
input—and I may have to refer this to our personnel people—one 
of our largest sources of input is from the replacement stream. Tp 
other words, a man goes to an Army training center, he takes 8 weeks 
of basic combat training, and then his next training may either he 
8 weeks of advanced individual training at certain Army training 
centers or he may learn a school specialty. He may, for example, 
learn a relatively low skill, such as that of a supply clerk, a company 
clerk, a wheel vehicle mechanic, or he may get into a specialty that 
is more complicated. For example, he may get into radar repair, 
radio repair, or some specialty of that sort. 

Before some personnel are authorized to take these courses, they 
must pass an aptitude test so that we do not waste our time tryi 
to teach electronics to some man who just does not have the back- 
ground to learn the subject. 


PERCENTAGE OF FAILURES 


Senator ELLENDER. What is your percentage of failures? 
General Tuermer. I do not believe I could give that to you, Senator, 
Perhaps Dr. Allen can give you that. 


STATEMENT OF Dr. Routre L. ALLEN 


Dr. Auten. The average across the board for officers and enlisted 
men is approximately 7.5 percent. The figure for enlisted men alone 
is about 8.9 percent. It varies, depending upon the school, the 
method of selection. As the general has pointed out, we have a 
GED-type test, which determines the general educational level of 
the individual. We test them by examining their academic tran- 
scripts. 

We have specialized tests for certain schools, and we have what 
are known as feeder MOS-type courses, in which young men believed 
to have necessary talent for the more advanced skills are trained in 
a preliminary or feeder course. This is not wasted. We find in the 
course of this preliminary training that some individuals will show 
aptitude for higher level training. Others are chopped off while 
they are still attached to the feeder course and are utilized immediately 
at a lower level. This prevents attrition, and we have been able to 
reduce the attrition year by year to the present figure, which is the 
lowest we have experienced since the end of World War II. 

Senator ELtenper. Are there any further questions? If not, we 
will hear the next witness. 

General Lawton. The next witness is Maj. Gen. Edward Joseph 
O’Neill, Acting Deputy Chief of Staff for Logistics, whose subject will 
be programs 2200, 2400, and a part of 2500. 

Senator Ettenper. All right, General O'Neill, you may proceed. 
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Loaistics ProGRaMs 


STATEMENT OF MAJ. GEN. EDWARD J. O’NEILL, ACTING DEPUTY 
CHIEF OF STAFF FOR LOGISTICS, OPERATION AND MAINTE- 
NANCE ARMY (LOGISTICS PROGRAMS) 


GENERAL STATEMENT 


General O’Neruu. I would like to explain, sir, that I will cover the 
entire general logistics field, and my deputy program directors are 
here to give you the details. 

Mr. Chairman and gentlemen, I am happy to appear again before 
this subcommittee, which is considering the Department of the Arm 
budget estimates. In presenting the logistics programs in the ‘‘Op- 
eration and maintenance” appropriation, I propose to discuss the 
scope of those programs, and the improvements, new developments, 
and trends in our management of the Army’s large and complex 
logistics system. 

About 75 percent of the entire “Operation and maintenance” 
appropriation is for the logistic support of the Army. The logistics 
portion of the appropriation, aggregating approximately $2.5 billion, 
appears now in 4 “mission’’ programs; ‘Central supply activities” 
(2200) ; “Major overhaul and maintenance of materiel’’ (2300) ; ““Med- 
ical activities’? (2400); the communications, photographic, and mis- 
cellaneous logistics activities of ““Armywide services” (2500), which 
will be covered separately during the presentation of program 2500; 
and in the “Operation and maintenance of facilities” portion of this 
appropriation. It pays for the storage, issue, repair, and transporta- 
tion of Army supplies and equipment for troop units in the United 
States and overseas. It pays for maintenance of supplies and equip- 
ment, the operation, maintenance, and repair of posts, camps, and 
stations where troops are presently stationed and for the maintenance 
of inactive installations which will be required in the event of mobili- 
zation. 

Senator ELLENpDER. Does that include installations abroad? 

General O’Neruu. Yes, sir. It provides for the operation of trans- 
portation facilities; for radio, telegraph, telephone, and other com- 
munications services required by the Army; and for medical care 
furnished military personnel and authorized dependents. It defrays 
the cost of maintenance and repair of standby industrial plants; the 
operating costs of procurement offices and market centers; and other 
expenses in connection with cataloging, standardization, and industrial 
mobilization. 

FISCAL SUMMARY 


Chart I contains a fiscal summary of the logistics programs for 
fiscal years 1956, 1957, and 1958. 
(The chart referred to follows:) 
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General O’Neiuu. I wish to point out that $57 million or about 40 
percent of the $146 million increase in the logistics programs of this 
appropriation in fiscal year 1958 over the current year, goes for the 
Government’s contribution to the civil service retirement fund. This 
cost was formerly in the budget of the Civil Service Commission and 
appears in the Army budget for the first time, so that it is not actually 
an increase but only a transfer from one budget to another. 

Next I will discuss our program 2200, ‘“‘Centra) supply activities.” 


CENTRAL SUPPLY ACTIVITIES 


Central supply activities is one of the major programs in the oper- 
ation and maintenance area for the logistic support of the Army. 
It covers the Army’s supply distribution system, the administrative 
costs of procurement activities, the operation of supply control offices, 
the maintenance of standby irdustrial facilities which would be acti- 
vated in the event of thabifidation. transportation activities including 
the operating of port facilities in the United States and overseas, and 
the Army’s share of the defense cataloging and standardization 
programs. 

Costs in Central Supply activities also include those attributable 
to the Army’s responsibility as single manager for all phases of supply 
management and operation with respect to subsistence, clothing and 
textiles, and for traffic management of all the military departments. 


REQUIREMENTS FOR CENTRAL SUPPLY ACTIVITIES 


Funds requested for budget program 2200 for fiscal year 1958 total 
$1,047.6 million, an increase of $63.7 million over the amount esti- 
mated to be obligated in fiscal year 1957, but only $18.3 million more 
than the $1,029.3 million actually obligated in fiscal year 1956. The 
following highlights the significant changes between the fiscal year 
1958 and fiscal year 1957 activities and accounts for the net increase. 
The largest increase, nearly $26.5 million, is for the Government’s 
contribution to the civil service retirement fund. There is an increase 
of $3.2 million in the Technical Services Procurement Office workload, 
a large part of which is due to the assumption by the Army of single 
manager assignments and the procurement of spare parts for aircraft, 
formerly done by the Air Force. 


CATALOGING PROGRAM 


A reduction of $4.4 million in the Federal catalog program is planned 
on year 1958 over fiscal year 1957 since this activity is leveling 
off. 

Cataloging operations are divided into two major activities. The 
first is the development of Federal catalog data for all Army supply 
items. This activity was controlled by a schedule approved by the 
Department of Defense. Identification of those scheduled items is 
completed. There is a continuing workload in identifying new items 
entering the supply system and for revision of some existing items. 
The second activity is preparation and publication of Army supply 
manuals and maintaining the publications in a current status. Con- 
version from former Technical Service catalog data to Federal catalog 
data is phased to meet a’schedule approved by the Department of 
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Defense. Activities in this area permit a reduction in fund require- 
ments for fiscal year 1958. 

Offsetting this reduction is an increased contribution of $.2 million 
to the Central Federal Catalog Office. The Army’s pro rata contribu- 
tion to the Catalog Division, Department of Defense management 
fund, has been increased by that amount for fiscal year 1958. 

Senator ELLenpEr. At this point, I would like to ask about your 
catalog objective. Isn’t that part of your inventory control? 

General O’Neru. No, sir. The cataloging, sir, is a central Depart- 
ment of Defense operation. We are reducing the funds for which we 
ask this year. We have asked for $4.4 million less in the cataloging 
program than for other years because the identification phase of the 
cataloging program is essentially complete. 

Senator ELLenpeEr. Isn’t the cataloging program more closely con- 
nected with your inventory? 

General O’NerLu. With the identification of the inventory, yes, 
sir, that is correct. 

It is because of the fact that now for all similar items we have 
similar identifications and descriptions, that we are able to keep a 
lower inventory. 

Senator ELLENDER. Do you mean for all services? 

General O’Neriu. That is correct, sir. 

Senator ELLENDER. When will that single catalog program be 
completed? 

General O’Netuu. It is completed now, to all intents and purposes, 
but as new items come into the system, sir, you have a continuing flow 
of changes. For example, in our guided missiles, we introduce new 
items. But essentially it is complete. 


LETTER FROM SENATOR MORSE 


Senator ELLenper. In connection with your testimony at this 
point, I desire to place into the record a letter addressed to Senator 
Chavez, chairman of this subcommittee, by Senator Morse. 

(The letter referred to follows:) 


Unitrep States SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
April 8, 1957. 
Hon. DENNiIs CHAVEz, 
Chairman, Subcommittee on Defense Department Appropriations. 
Senate Appropriations Committee, United States Senate, 
Washington 25, D. C. 

Dear Senator: It has been indicated to me recently that the directive of 
Public Law 436 of the 82d Congress that the Defense Department develop one 
catalog for procurement by all the services is not being complied with. The 
Grants Pass Legion Post sent me the attached telegram, expressing the view that 
the Federal budget could be reduced by $5 billion this vear without damaging 
- essential program, if the single military catalog were in use. 

t has been a longstanding recommendation of the American Legion that a 
single catalog system be adopted by the Defense Department. Initiated by the 
Grants Pass Legion Post in 1950, the proposal was then endorsed by the Oregon 
Department and by the American Legion’s national convention. A single mili- 
tary catalog was also a major recommendation of the first Hoover Commission. 

I sponsored the necessary legislation in the Senate to effectuate this reform, 
and companion legislation was sponsored in the House of Representatives by 
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former Congressman Jack Anderson of California. It became Public Law 436 of 
the 82d Congress, a copy of which is attached. 

Your subcommittee will soon be reviewing the budget request for the Defense 
Department, and I believe that the extent of adherence to a single catalog by the 
Department, and its progress in establishing it, is a subject that might well be 
looked into. A substantial saving in the operation of the Department could 
protect the military outlays essential to our defense from unwarranted cuts, and 
could also protect expenditures in the public interest in other departments and 
agencies. i think your subcommittee will also agree that having enacted Public 
Law 436 upon the recommendation of the Hoover Commission for the purpose of 
saving the oy ten money, as well as for advancing the efficiency of the Defense 


Department, Congress is obliged to exercise oversight of the Department’s efforts 
to carry out the intent of the law. 


I would hope that this aspect of the operation of the Defense Department and 


of its budget might be explored fully by your subcormmittee in the course of its 
forthcoming hearings. 


With kindest regards. 
Sincerely, 
WayYNE Morse. 


(The following was subsequently submitted :) 


ARMY COMMENT ON LETTER FROM SENATOR MORSE 


Progress in the Federal catalog program has been reviewed and reported 
annually by the Military Operations Subcommittee of the Committee on Govern- 
ment Operations, House of Representatives. The latest review was made 
January 30-31, 1957. On February 4, 1954, this subcommittee conducted a 
hearing on allegations, similar to those made in the letter inserted in the record 


by Senator Ellender, and report of the hearing was published by the Committee 
on Government Operations. 


SAVINGS FROM CENTRAL CATALOGING SYSTEM 


Senator ELLENDER. Before you proceed, sir, I have one more 
question. 

Have you made an estimate, General Lawton, or any of you, as 
to the savings that will result from the central cataloging program? 
I am referring to savings that will result from the elimination of 
overbuying and things of that sort. 

General O’Neruu. I cannot speak for that. It may be that the 
Department of Defense has that information. 

Senator ELLENDER. Can you speak for the Army on it? 

General O’Neiuu. Just next year we are going to cut down our 
cataloging operation by $4.4 million, sir. 

Senator ELLENpDER. That is out of how much money? 

General O’Neruu. I will have to furnish that for the record, sir. 

(The information referred to follows:) 

The Army estimates that it will obligate $20,990,000 for cataloging (O. and M. 
2210.2) during fiscal year 1957. The request for fiscal year 1958 for cataloging is 
$16,536,000 (excludes $594,000 for contribution to the retirement fund and an 
increase of about $200,000 in the Army’s share for the operation of the Central 


Federal Cataloging Office). The difference between these two amounts is 
approximately $4.4 million. 


OVERALL SAVINGS 


Senator ELLENDER. What is the figure for this year? 

General O’ Nery. $20.9 million, sir. 

Senator ELLENDER. Is that what you are cutting? 

General O’Neruu. No, sir. That was the total for the cataloging 
program, sir; which is $4.4 million less than we have used before, sir. 
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Senator ELLENDER. What I had in mind, General, was the overall 
savings by virtue of not having to buy and pile up a lot of materials 
that you do not use, materials that just remain idle and probably be- 
come obsolete before you get to use them. That.is what I had in mind. 

General O’Neruu. Yes, sir. I doubt if I could give you a fair figure 
of that, sir, but let me use an example. 

In 1952 we had 1,500,000 items in the supply system. We are now 
down to about 956,000 items in the inventory. 

Senator ELtenper. Is that because some of these items are being 
used by all the services? 

General O’Neitu. That is correct, sir. There was duplication in 
some of these items before. 

Additionally, as I spoke about before, we have tried to eliminate 
the slow-moving items, sir, and depend on getting them from com- 
mercial sources. So that we do not now carry as much. 


[REDUCTION IN INVENTORY 


Senator ELLENpER. Is it your view that this new cataloging system 
would make it possible to considerably reduce your inventory and 
have more cooperation amongst the three services? 

Geaeral O’Netiu. It is already done, Mr. Chairman. 

Senator ELLENDER. Very well. I have observed that many of the 
military surplus stores have huge supplies of military items that prob- 
ably could have been used by 1 of the-3 services. 

General O’Neiiut. Mr. Chairman, those things do not come from 
the services. The names of those stores have held on from the surplus 
disposal at the end of the First World War, sir. 

I might mention that when they speak of them as being Army and 
Navy surplus stores, sir, that is a reflection on us because for instance 
they go out and have tarpaulins made up according to our specifica- 
tion and then call them Government surplus. 

These items do not come from us, except in very rare instances. 

Senator ELLENDER. We discovered that quite a bit of it still comes 
from the services. 

General O’Neruu. I have an expert witness on that, sir, and we 
would be glad to go into it at any time. 

Senator Cuavez. I might just state here, General, that several 
years ago I made a trip to Puerto Rico and I found hundreds of brand- 
new typewriters stored there which belonged to the Department of 
Defense. I think that is the type of thing that the Senator has in 
mind when he asks these questions about the program. 

General O’Netuu. I think at the end of the war, sir, when there was 
disposal of a large surplus, that was the case; but in peacetime, no, sir. 
It is in very small amounts. 

Senator ELtenper. Thank you, General; you may proceed now 
with your statement. 

General O’Neriu. Next I will tell you about our standardization 
program. 

STANDARDIZATION PROGRAM 


During fiscal year 1957 and fiscal year 1958 the standardization 
program is being accelerated. In order to meet the Department of 
Defense requirements, an increase of $2.2 million is required for fiscal 
year 1958. The standardization program provides for both domestic 
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and international standardization activities. The workload results 
from Department of Defense approved program objectives. The 
program objective is to reduce the variety of supply items and allied 
engineering practices to the minimum feasible for adequate logistic 
support. Failure of one department to obtain the scheduled objec- 
tives will cause an overall slowdown of the program. The interna- 
tional standardization program better enables combined forces to 
eg together by standardization of similar equipment, etc. 
Our industrial mobilization program is my next topic. 


INDUSTRIAL MOBILIZATION PROGRAM 


An increase of $2.6 million is required in fiscal year 1958 for the in- 
dustrial mobilization program due to additional plants and equipment 
becoming idle. Maintenance will be performed at 75 partially or 
wholly idle Army-owned plants, two more plants in fiscal year 1958 
than in fiscal year 1957, in addition to a greater idle portion of other 
plants operating at less than capacity. These 75 plants have an esti- 
mated replacement value of $6.5 billion, with the idle portion being 
valued at approximately $4.5 billion. In addition, there will be an 
approximate increase of 16 percent in the number of items of produc- 
tion equipment maintained in layaway status, 99,100 major items in 
fiscal year 1958. This increase of 16 percent is the result of reduced 
production of conventional type munitions, particularly ammunition. 

As more of the production base becomes idle, this budget area must 
assume planning responsibility for a greater proportion of industrial 
facilities for which adequate mobilization readiness preparations need 


to be accomplished. These activities including planning the layaway 
of production facilities which become idle, planning the provision of 
production facilities for newly developed items to be procured in the 
near future, planning the reactivation of the idle portion of the pro- 
duction base and the participation of private industry in event of an 
emergency, and computing requirements for critical materials. 

Now as to our de ‘pot operations. 


DEPOT OPERATIONS 


A reduction of approximately $13.5 million in care and preservation 
and other depot operating costs is contemplated in fiscal year 1958. 
It is anticipated there will be a reduction of 10.9 percent in the tonnage 
receipts in depots due to reduced receipts from procurement, particu- 
larly of subsistence and ammunition. Likewise, the shipment work- 
load in fiscal year 1958 is estimated to be 3.7 percent less than for 
fiscal year 1957 due to reduced troop strength and completion of the 
depot realignment plan. The cost of care and preservation of stocks, 
which includes cyclical on-the-spot inspection and processing for 
storage, will be 10.5 percent less than the fiscal year 1957 level. 

The next item I will discuss concerns our land transportation 
services. 

LAND TRANSPORTATION SERVICES 


An increase of $12.7 million for line haul transportation funds is 
required in fiscal year 1958. The increase is principally for two items. 
First, there is an additional requirement of $6 million for repositioning 
of equipment to support the reorganized infantry divisions. Second, 
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there is an increase in the movement requirement in Europe. Although 
the tonnage to be moved has not materially increased, the average 
length of haul has increased as a result of the security requirement of 
moving certain cargo through the French ports instead of Bremer- 
haven. This is in accord with the approved concept of a line of com- 
munication through France to support our forces in Europe. There 
has also been a rail rate increase of 10 percent in Europe. 


SEA TRANSPORTATION 


The increase in Military Sea Transportation Service (MSTS) costs 
in fiscal year 1958 amounts to $4.6 million. The added requirement 
for funds for sea transportation results from an increased amount of 
dry cargo and petroleum, oil, and lubricant moved in the various 
theaters. 


Next I will discuss our traffic management improvements. 
TRAFFIC MANAGEMENT IMPROVEMENTS 


The Army has long been interested in the roll-on, roll-off principle 
as applied to ocean transportation. The principal advantage of this 
type of operation consists of the ability to roll fully loaded trailers on 
or off the vessel without breaking down the cargo at terminals. 
Through service can thus be established between interior points in 
the continental United States and forward depots overseas with a 
minimum loss of time. 

To provide positive data on this method of cargo movement, ar- 
rangements were made in December 1956 with the Military Sea 
Transportation Service for a shipping space contract on the roll-on, 
roll-off vessel S. S. Carib Queen. This contract provided for two test 
voyages between the United States and Europe. It is anticipated 
that this operation will provide many valuable contributions to the 
knowledge of roll-on, roll-off techniques for ocean movement. 

The program, called CONEX, an acronym for “container express,” 
is continuing successfully and with increasing scope. We are achiev- 
ing benefits by shipping supplies to oversea areas in reusable steel 
shipping containers which permit the reduction of small-packege 
cargo to homogeneous unit loads readily handled by the direct appli- 
cation of mechanical handling equipment with a minimum of human 
effort. 

A new documentation system devised to simplify control of move- 
ment of supplies, through transportation channels, from source of 
supply to oversea destination has been put into effect. This system 
has reduced the number of cargo documents prepared and processed 
at the terminals and simplified cargo control. 


PROGRESS IN SUPPLY MANAGEMENT 


Next I would like to talk about the considerable progress we have 
made in supply management. 

As the tactical forces of the Army go through a period of adjust- 
ment from what has been called conventional warfare to the more 
complex demands of a possible nuclear war, the logistical forces 
required to support successfully such concepts must also undergo 
changes that are perhaps equally drastic in nature. We are making 
considerable progress in preparing to meet the demands of this kind 
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of warfare. The problem is one of reducing the materiel burden of 
the field army and of devising a more responsive and economical 
system of distributing the supplies required. 


PROJECT MASS 


Our boldest move in pioneering a radically new and different 
concept of supply was the inauguration of Project Mass, the modern 
army supply system. While the test has not yet run its course, we 
are certain that its basic concept of substituting fast service for 
stockage in forward areas has been proven. In the test of this system 
of supplying repair parts and maintenance items to the Seventh Army 
in Europe, we have proven that the normal 120 days order and 
shipping time can be reduced by one-half in a sustained operation. 

In addition, stocks authorized to be held in the Seventh Army have 
been reduced from 400,000 items to 40,000 items. This we consider 
a remarkable achievement and the real payoff is our substitution of 
service for stockage. 

Senator Tuyr. Mr. Chairman, I have a question at this point. 

Senator ELtenper. Go right ahead, Senator Thye. 


SAVINGS DUE TO PROJECT MASS 


Senator THyr. General, can you tell us what your savings will be 
as a result of this Project Mass? 

General O’Nertu. | would have to furnish that for the record, 
Senator Thye, because it involves transportation, depot operation, 
and the procurement of parts themselves. 

(The information referred to follows:) 


LonG-RANGE ESTIMATES OF THE AMouNTS To BE Savep By MASS 1n Evrops 


The currently estimated savings are based on the application of MASS to the 
support of our USAREUR forces. 

The reduction in the quantities of stocks on hand in depots for meeting the 
current peacetime operating requirements of the troops is $8.5 million. There 
is an additional reduction of $9.6 million in the pipeline. This represents a one- 
time reduction of $18.1 million in the level of operating stocks. An annual 
recurring expense of $1.8 million for storage and preservation of the $8.5 million 
of supplies being eliminated from the current peacetime level will be applied to the 
expansion of coverage necessary to support the revised equipment population 
resulting from changes in Army organization and structure. 

With the application of electronic data-processing equipment and electronic 
transmission of requirements and related data, the Army is able to expedite the 
supply, thereby reducing the range of items carried as a contingency in the oversea 
theater. The stocks released from oversea depots by this action are immediately 
available for redistribution to other worldwide requirements, or for disposition 
where retention is not economical. During the next 5 years the Army anticipates 
that approximately $100 million of such stocks carried in Europe will be released 
in this manner. 

Savings realized from reduction of the range of items are not immediately 
apparent, but will be realized over the long term as stocks on hand in excess of 
economical retention quantities are redistributed or disposed of. The majority of 
these repair parts are stock-fund items. Savings resulting from redistribution 
will be reflected in the annual return of stock-fund cash to the Treasury. 

The Army did not achieve this improved supply service without cost. The 
electronic-communication system is more expensive than mail. Priority trans- 
portation for a greater segment of cargo has been an added expense. A significant 
saving as a result of project MASS is the return of military personnel to combat 
and combat-support units from depot operations. As of the present time, over 80 
military personnel have been returened to combat and combat-support units 
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through the establishment of the Seventh Army Stock Control Center which now 
performs the stock-control mission for all of the technical service depots. The 
complete integration of automatic data-processing equipment into the operations 
of the Seventh Army Stock Control Center should eventually return additional 
people to combat and combat-support units from these operations. The applica- 
tion of such equipment at the oversea supply agency, New York, and technical- 
service depots will further reduce personnel requirements. 


DECREASE IN DEPOT OPERATIONS 


Senator Tuy. But you have it definitely established, do you? 

General O’NEILL. Yes, sir. 

Senator Ture. I noticed, in reading the previous page of your 
statement, that you were running into increases here. You had an 
increase of $12.7 million and then you had another increase. That 
is what led me to ask the question. I was wondering about the fact 
that you would have increases over there and then accomplish de- 
creases over here because of some improved operation. 

General O’Neriu. One reflection of that decrease, Senator Thye, is 
in our depot operations, when I spoke of the saving of $13.5 million, 
One effect of this project MASS is that we do not have to hold that 
amount of supplies in the depot, and therefore we do not have to buy 
them with present appropriations. 

Senator, ELLEnpeR. That is insofar as these items are used abroad. 

General O’Neinu. That is correct, sir. 

Senator EL1enpER. But you do hold them at home, do you? 

General O’NeILu. Not to the extent we did before, sir. 

Senator ELLENDER. Do you mean to say you had less of the supplies 
on hand? 

General O’Neiiui. Of those slow-moving items, yes, sir, we do. 
We have found by experience, sir, that 15 percent—— 

Senator ELLENDER. In other words, you found that you ordered 
too many, is that it? 

General O’Netuu. No, sir. 

Senator ELLenpreR. And now you just order what you need? 

General O’Neiiu. No, sir. I would not say it that way, sir. I 
would say we have found by experience that there are the fast-moving 
ones, the items like sparkplugs, for example, those things that move 
faster as opposed to automobile frames, for instance. Therefore we 
have limited our stockage in the forward areas to those things that are 
used most frequently. 

Senator ELLENDER. But insofar as the number and the amount, 
have you made any change in that respect? 

General O’Netu. Yes, sir. We have reduced that number, sir. 
I will cover that reduction in numbers a little later in my statement. 

Senator ELLENpER. That is what I had in mind when I referred to 
oversupply. 

General O’NEILL. Yes, sir. 

Senator ELLenpER. Thank you, General, you may proceed. 


ELECTRIC EQUIPMENT 


General O’Neri. My next topic is electronic equipment. 

The use of electronic communications equipment is a major factor in 
the operation of MASS. Automatic and practically instantaneous 
transmission of requisitions has reduced administrative time and the 
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the flow of supply information to a very few days. Through the use 
of these machines, it is possible and practical for us to operate widely 
dispersed storage locations from a central control point. 


SINGLE MANAGER SYSTEM 


Within the past year, the Department of Defense has instituted 
a new organization for the supply of common-use commercial-type 
items and for providing common services. Under this system, the 
Secretary of one military department becomes the single manager for 
a common service or for wholesale supply of a certain commodity to 
all of the military services. He receives total requirements from each 
of the services, computes consolidated Department of Defense require- 
ments, and initiates procurement. He finances all wholesale stocks 
from a revolving stock fund, and each service purchases its needs from 
him. He also selects the depot best located to support all services im 
a given geographic area. The depot may belong to any of the military 
services, and that service continues to operate it, acting as the single 
manager ’s agent. 

The Secre tary of the Army has been made the single manager tor 
subsistence, clothing and textiles and traffic management 

In the same vein, I would like to speak of mterservice supply 
support. 

INTERSERVICE SUPPLY SUPPORT 


In areas not covered by single manager assignments, the services 
have joined in an interservice supply support program under the 
Joint Army-Navy-Marine Corps-Air Force Agreement on _ Inter- 
service Supply Support, dated December 30, 1955. The objectives 
are to utilize the materiel assets of the military services to the fullest 
extent, regardless of owning service, thereby eliminating duplication 
of effort and precluding unnecessary procurement. 


USE OF GSA SERVICES 


Senator ELLENDER. General, to what extent do you use the services 
of the General Services Administration? 

General O’Neitu. On all the types of commercial items, sir, for 
which they have supply authority, also in others where they can get 
it at a better price than we can. 

Senator ELLeNpER. Do you not think that there is some duplica- 
tion, if there is such competition? 

General O’Netiu. No, sir. 

Senator ELLENDER. Why could not the General Services Adminis- 
tration buy the items as cheaply as you can? 

General O’Neruu. It depends on the location, sir. For example, in 
a remote location, it may be cheaper to buy a small amount on the 
spot than to buy it centrally and transport it, sir. The final cost is 
the thing that determines it, sir. 

Senator ELLENDER. Do you favor the retention of the General 
Services Administration? 

General O’NerLu. Very much so, sir. It takes an enormous load 
off us. 

Senator ELLENDER. Does the Army support it to the extent that it 
should? 
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General O’NEILu. Yes, sir; it does. 

Senator ELLENpDER. Proceed. 

General O’NerLu. On the interservice supply support, 9 commod- 
ity coordination groups were established in 1956. Based on their 
performance, 9 more are being established as rapidly as possible, 
Representative groups cover (1) hardware, (2) office furniture and 
supplies, (3) bearings, (4) electrical and electronics equipment com- 
ponents, and (5) vehicles and components. No procurements are 
made until the requiring service checks with the other services for 
availability. 

Next I will discuss disposal of excess property. 


DISPOSAL OF EXCESS PROPERTY 


Our disposal program eliminates from the Army supply system 
those items which are no longer needed because of obsolescence, change 
in troop basis, change in the tactical and strategic plans of the Army, 
or because they are uneconomical to repair. Such property is then 
reported for possible utilization by other Government agencies, 
Property not required for use by any Federal agency is then available 
for disposal by (a) donation to authorized recipients, (6) sale to the 
general public, and (c) abandonment or destruction, where such prop- 
erty has no commercial value or where the estimated cost of prepara- 
tion for sale would exceed the estimated proceeds. During the first 
6 months of fiscal year 1957, the Department of the Army sold $422 
million of surplus and foreign excess personal property. This includes 
$178 million of scrap and items reduced to scrap by demilitarization. 
I would like to point out that these figures represent the acquisition 
value of the property regardless of the condition at the time of dis- 
position. The estimate of total sales, including scrap, for fiscal year 
1957 was $800 million, and the estimate for fiscal year 1958 will be 
reduced to $750 million. 

The percentage of return on sales of surplus usable personal property 
compared to acquisition cost has steadily risen. In fiscal year 1954 
it was 6.2 percent; in fiscal year 1955, 7.2 percent; in fiscal year 1956, 
9.3 percent; and, for the first 6 months of fiscal year 1957, it was 10.9 
percent. The percentage of return from sales may decrease in fiscal 
year 1958 because more of the property that brings the highest returns 
will be going as donations for local civil-defense purposes as authorized 
by Public Law 655, 84th Congress. 


LIVING OFF THE SHELF 


The Army is, to some extent, still disposing of serviceable excess 
stocks remaining from the Korean war by “living off the shelf,” that 
is, by consuming them without replacement. In fiscal year 1957 we 
reduced our stock-fund inventories without replenishment by $473 
tuillion, and in fiscal year 1958 we expect to do so by a further esti- 
mated $419 million. This further reduction will be made possible by 
continued availabilities of stocks in long supply as well as by improve- 
ments in supply procedures which will reduce the number of items and 
quantities required for depot stockage. As I indicated last year, the 
consuming appropriations are charged for all issues under the stock- 
fund system whether stocks are replaced or not. 
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The savings that the Government gets are in the form of increases 
stock-fund cash which are returned to the Treasury. Including the 
return of $357 million and the transfer of $202 million to the appropria- 
tion ‘Military construction, Army”’ during fiscal year 1957, the excess 
cash which either has been transferred or returned to the Treasury now 
stands at $1.4 billion. The fiscal year 1958 budget proposes the return 
of additional $50 million to the Treasury; a transfer of $62 million to 
the Air Force stock fund; $100 million to the Air Force industrial fund; 
and $88 million to ‘‘Acquisition, rehabilitation, and rental of Wherry 
Act Housing,” for a total of $300 million. 


BYPASSING THE DEPOTS 


Our use of direct deliveries from vendor to user continues to reduce 
the workload on the wholesale system. Local procurement at post, 
camp, and station level likewise contributes to prevent items of com- 
mon, commercial nature from entering the supply system. In dollar 
value, about 28.2 percent of all issues in 1956 bypassed the depots. 
During fiscal year 1956, approximately 83 percent of the total number 
of Army procurement actions of $1,000 or less, constituting nearly 5 
percent of the dollar awards, were local in nature. 

The Army continues to use open-end and call-type contracts for 
the procurement of readily available commercial type items as small 
tools, batteries, and vehicle parts, and services such as stevedoring. 
At the end of the first half of fiscal year 1957 the Army had about 
8,100 such contracts, as compared with 7,500 at the end of fiscal 
year 1956. 

ELIMINATION OF NONESSENTIAL ITEMS 


We have recognized that in atomic war we must reduce the num- 
ber and the quantity of items we supply. We had 1,500,000 items 
in 1952. We were down to 949,000 cataloged line items by Decem- 
ber 31, 1955. During the calendar year 1956, although we eliminated 
137,000 items, we slipped back to 956,000. This has been caused 
largely by the input of 144,000 new items to support guided missiles 
and aircraft. We will press to continue reducing out total line items 
of supply by obsoletion and standardization. 


EFFECT ON DEPOT INVENTORIES 


An objective in supply management which affects our inventories 
is that of placing greater reliance on stocks on hand rather than on 
wartime support from the production base witbin the United States. 
This concept is demanded by the tbreat to our industrial capability 
of all-out atomic war. Accomplishment of this objective requires 
increasing emphasis on the storage of military mobilization stocks 
overseas and in dispersed locations and, eventually, in underground 
depots in the United States. 

We are moving toward “general depots’ which will store stocks 
from several Technical Services. During calendar year 1956 the Army 
developed the requirements for establishing small underground general 
depots for storing an austere list of items from all technical services 
essential for survival and/or retaliation. We believe this will simplify 
the logistic support of combat forces, will permit comparison and 
consolidation of operating information, and will facilitate decentralized 
operations in the event of an atomic attack or threat. 
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Now I would like to speak of our inventories, which is the thing you 
spoke of, Mr. Chairman. 
Senator ELLteNperR. Yes. 


TOTAL DEPOT AND STATION INVENTORIES 


General O’Neitui. The value of Army-owned depot and station 
inventories as of September 30, 1956, totals $19.8 billion. In addition, 
we have $4.8 billions worth of major equipment in the hands of troops, 
Army-owned inventory actually decreased by $200 million during the 
year and claimant stocks held by the Army also decreased $200 million. 

Senator ELLENDER. When you put a price tag of $19.8 billion on the 
Army-owned depot and station inventories, does that include the 
buildings and the land? 

General O’NrILu. No, sir; it does not. That is the value of the 
equipment. 

Senator ELLeENDeER. Is that the equipment, guns and materials of 
all kinds? 

General O’Neriy. Everything of that character, sir. 

Senator ELLENDER. Guided missiles and things of that character? 

General O’Netii. Of that character. It does not include the 
physical plant at all, sir. 

Senator ELLeNDER. What department handles those billions of 
dollars? Where does that come in? Is that in the General Services 
Administration? 

General O’Netu. No,sir. We handle that in any building we own. 


MURPHY ARMY HOSPITAL 


We do occupy General Services Administration space, sir. You will 
recall yesterday when we were discussing Murpby Army Hospital we 
wanted to utilize it by moving the Army engineers out of expensive 
rented space in the center of Boston into that hospital. The rented 
space is furnished by General Services Administration. 

In the same way, in our facilities, in many of our depots, sir, a 
large amount of the material is strategic and critical material for 
which we handle the storage. 

Senator ELitenper. If the buildings are provided for you by 
General Services Administration you pay whatever rent is agreed 
upon? 

General O’Neruu. Yes, sir, that is correct. 


LITTLE ROCK, ARK., HOSPITAL 


Senator Cuavez. What are you doing with the hospital at the town 
of Little Rock, Ark.? 

General O’Neitit. We would like to dispose of it. We would 
like not to operate it. 

Senator Cuavez. Can it be used for storage? 

General O’Neriu. No, sir. It is not suitable for that. We have 
examined every possible other use for that, sir, and it is not satis- 
factory for other use. 

The Murphy Army Hospital is suitable for office space, and that 
will provide a saving. 
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DISPOSAL OF LITTLE ROCK HOSPITAL 


Senator ELLENDER. What would you suggest we do with the hos- 
pital at Little Rock, Ark.? 

General O’NeiLu. Mr. Chairman, we have offered it to the Vet- 
erans’ Administration, the Navy, Air Force, and Public Health Serv- 
ice. We have been completely unsuccessful, sir. Therefore, if we 
do not need it, it would be a question of disposing of it the same as with 
other property. 

Senator ELLENDER. You would declare it surplus property, is that 
correct? 

General O’Neriu. That is correct. 

Senator ELLENDER. You would let its disposal proceed through the 
usual channels? 

General O’Netiu. That is correct. 

Senator ELLenpeER. Proceed. 


CHANGE IN COMPOSITION OF INVENTORIES 


General O’Neiti. The composition of the inventories continues to 
change. Our emphasis on the procurement of guided missiles and the 
newer weapons is reflected in the increases in hard goods—that is, 
ammunition and major equipment—which are financed by our pro- 
curement and production appropriation. It continues to appear 
unlikely in the light of technological advances and rapid obsolescence 
of these new weapons that we will establish substantial reserves of 
them. Our miscellaneous supplies and soft goods continue to be the 
areas in which any substantial reduction in stockage is likely. 

My next topic is major overhaul and maintenance of materiel. 


MAJOR OVERHAUL AND MAINTENANCE OF MATERIEL 


Budget Program 2300 provides funds for the following Depot Main- 
tenance Activities: (a) the rebuild of unserviceable, repairable materiel 
for initial and replacement issue to the active Army and civilian com- 
ponents; (6) support for the Department of the Air Force of those 
items for which the Department of the Army has been assigned respon- 
sibility on a common service basis; (c) rebuild of unserviceable items 
in the Army Stock Fund on a reimbursable basis. These unserviceable 
items, such as engines, transmissions, carburetors, electronic assem- 
blies, etc., are normally turn-ins from using units and are rebuilt for 
reissue; (d) the rebuild of Army owned equipment for the Military Aid 
Program on a reimbursable basis; (e) the modification of materiel; and 
(f) the renovation of ammunition. Funds are provided in this program 
for the repair parts used in depot maintenance and centrally procured 
repair parts for all maintenance of Army aircraft, guided missiles, 
radio controlled air targets (RCATS) and special weapons. This 
program also provides for the Armywide technical assistance and super- 
vision of organizational and field maintenance activities as may be 
required. F ‘unds for direct obligations in the amount of $376 million 
are requested for this program in fiscal year 1958, an increase of 
$39.8 million over the $336.2 million estimated in fiscal year 1957. 

It may be pertinent to note here that the rebuild of conventional 
equipment has been drastically reduced. However, resultant savings 
have been offset by increased rebuild of guided missiles, special weap- 
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ons, radio controlled air targets, and the new aircraft mission for 
which the Army assumes responsibility for the first time in fiscal 
year 1958. This rebuild activity will return to a serviceable condi- 
tion equipment that has an acquisition value of $1,266,754,000, 
This is a return of $5.88 for every rebuild dollar spent. 

Senator ELLENDER. Are these facilities operated by civilians? 

General O’Nerixi. Most of them are; yes, sir. Overseas we haye 
some military, but in the main it is by civilians. Much of the work 
done overseas is also done by civilians, sir. 

Senator ELLENDER. Proceed, sir. 


CHANGES ACCOUNTING FOR $39.8 MILLION INCREASE 


General O’Nettu. The following significant changes in fiscal year 
1958 compared with fiscal year 1957 account chiefly for the net in- 
crease of $39.8 million. 

WEAPONS 


1. An increase of $1 million in fiscal year 1958 over fiscal year 1957 
is required for this activity. Requirements for this activity as a 
whole have decreased with the exception of procurement of repair 
parts required to support accelerated special weapons program which 
have increased from a requirement in fiscal year 1957 of $2 million to 
a requirement in fiscal year 1958 of $6 million. 


COMBAT AND SUPPORT VEHICLES 


2. An increase in fiscal year 1958 over fiscal year 1957 of $5 million 
is required for this activity. While substantial decreases in rebuild 
requirements for tanks, landing vehicles, commercial transport 
vehicles, and busses have occurred, these have been more than offset 
by large requirements for rebuild of high-speed tractors, tank recovery 
vehicles, infantry vehicles (armored personnel carriers) and tactical 
transport vehicles to equip the new pentomic divisions and _ the 
National Guard. 


ARMY AIRCRAFT 


3. An increase in fiscal year 1958 over fiscal year 1957 of $25.6 
million is required for this activity. The major part of this increase 
is required to support depot maintenance of Army aircraft which will 
be a responsibility of the Army commencing in fiscal year 1958 and 
which was formerly done by the Air Force. Once again this is largely 
a transfer between budgets. The increased number of aircraft, both 
fixed and rotary wing, during fiscal year 1958 is also a contributing 
factor in this increase. The number of aircraft on hand and on order 
has increased from 4,972 at the end of fiscal year 1956 to 6,038 
estimated at the end of fiscal year 1958. Although the number of 
aircraft has increased only 21 percent, the dollar value of these air- 
craft has increased $122.7 million or 33 percent. The high dollar 
value increased is primarily due to the availability in quantity and 
procurement of helicopters. I might point out that the cost of parts 
to operate a helicopter per hour exceeds considerably that of a fixed 
wing airplane of comparable capacity. 
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OTHER MAJOR EQUIPMENT 


4, A decrease in fiscal year 1958 over fiscal year 1957 of $7.7 million 
is estimated for these activities. This is due to the elimination of old 
types of equipment and the lack of economically repairable assets in 
categories where a material requirement exists. 


AMMUNITION AND GUIDED MISSILES 


5. An increase in fiscal year 1958 over fiscal year 1957 of $14.8 
million is required for this activity. Of this increase, $401,000 is for 
ammunition rebuild of incendiary clusters for the Air Force for which 
the Army has been assigned responsibility on a nonreimbursable basis, 
and $14.4 million is for guided missiles rebuild and central procurement 
of guided missile repair parts. This latter increase is due to the in- 
creased densities of guided missile equipment in continental United 
States and oversea deployment. 

6. Included in the above increases is $5.7 million for contributions 
to the civil service retirement fund. 


MAINTENANCE AND REPAIR PARTS MANAGEMENT 


We are continuing to attack the problem of repair parts at its 
source—that is, before the new equipment enters the system. We 
are requiring that the maximum use of standard parts and components 
and ease of maintenance be considered at specific review points in the 
following stages of development of new materiel: Initial design; proto- 
type design; engineering test; preproduction test; and other stages as 
determined necessary by the developing agency 

We are also continuing to apply the same kind of review to equip- 
ment already in the system. We have recently initiated a program 
of product improvement. A Product Improvement Branch has been 
established in my own office. This Branch is being staffed with quali- 
fied engineers in specialized fields. The basic mission of this branch 
will be to find the specific items of equipment which are most difficult 
to operate or to maintain and for which simplification is scientifically 
possible, and to see to it that contracts are let with industry to develop 
improvements. 

Now, Mr. Chairman, here is something which I have included in 
my statement which is in response to your interest. That is our spare 
parts. 

REDUCTION IN PARTS INVENTORY 


We have reduced our parts inventory from an estimated $6 billion 
on July 1, 1952 to $4.3 billion on September 30, 1956. 

Senator ELLENDER. What did you do with the difference? 

General O’NeILu. We used up a lot of it, sir. The World War IL 
items we largely sold to foreign aid, and they reimbursed us. 

Senator Exrenper. At what price did you sell that material? 
Was it at your inventory price? 

General O’NeiLu. On new items, yes, sir. There is a differential 
in the price of the used items. 

Senator ELLENDER. Did you sell the new material at cost? 

General O’NeILu. Yes, sir. 

Senator ELLENDER. Your cost? 
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General O’Neiuu. Yes, sir. 

Senator ELLENDER. Did you use the difference, the balance? 

General O’Neriu. The funds, sir, do not come directly to us. You 
see, we have to get authority to use those, sir. 

Senator ELLenpER. Does this increase your unobligated funds or 
do the funds go back to the Treasury? 

_ General O’Neriu. Not unless we were given authority to use that, 

sir. 

Senator ELLENDER. Do the funds go back to the Treasury? 

General O’Neruu. If the authority is given us from Congress, if it 
is in the budget as a reimbursement, sir, it comes back to us, and we 
spend it according to your direction. 


REIMBURSEMENT FROM SALES OF STOCKS 


You will notice in the P. and P. program for this next year, sir, 
there is a certain amount of reimbursement from sales of stocks. 

Senator ELLENDER. When I look at these figures, a reduction of 
almost $2 billion is not a reduction to me unless it finds its way back 
to the Treasury. Do you get the point? 

General O’Neruu. Whether it comes to us, or goes to the Treasury, 
the effect is the same because we cannot spend it without your 
authority. 

General Moore. These reimbursements are a part of the present 
appropriation, and to the extent that we have carryovers, at the end 
of the year we notify you and apply them as against our request for 
new cash, and they do not revert to the Treasury. 

Senator ELLenpeER. In other words, you do not program their use, 
but they are carried as unobligated balances; is that right? 

General Moore. They program it, for example when they come up 
here today and tell you how they would like to spend it. 

General O’Nertu. Then we have to seek apportionment of that 
money, sir, the same as any other apportionment. 

Senator ELLeNpER. I understand. I would prefer that it go back 
to the Treasury and then let us get it out of the Treasury. Somehow, 
there are not too many who agree with my view. 


TOTAL SEPARATE REPAIR PARTS ITEMS 


General O’Neitu. To continue with my statement, Senator, on 
July 1, 1952, we had an estimated 900,000 separate items of repair 
parts. As of September 1, 1954, it had dropped to 646,000. Even 
with the introduction of repair parts for new equipment recently put 
into the system, we reduced the number of repair parts to 576,000 on 
December 31, 1956. 

We are continuing to push for standardization generally and for 
area standardization where the Army must procure several makes and 
models of equipment. Our goal is to reduce the number of makes and 
models of particular types to 1, 2, or 3 per theater rather than 20 or 
more as is now the case for some items. 

We are stressing the need to simplify our organizational and field 
maintenance. ‘To assist in the training of needed technicians and 
specialists we are emphasizing the need to make full use of the capabili- 
ties of producers in planning and providing tools and test equipment, in 
preparing manuals, and in actual maintenance during the introduction 
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of the new equipment. In addition, the Army Maintenance Board, 
established at Fort Knox in April 1955, deals specifically with the 
organizational maintenance problems of the combat units particularly 
with respect to the new and more complex equipment. 

Our new command maintenance inspection procedure is more 
efficient. Seven separate Technical Service inspections have been 
combined into single inspections conducted by integrated Technical 
Service teams. These inspections are more thorough although less 
frequent. 

We rebuild equipment only when it is economical to do so and 
when the item is not obsolescent. We will not accept for rebuild 
equipment which is approaching obsolescence, needs only repair or 
replacement of assemblies, of should be cannibalized and scrapped. 


MEDICAL CARE 


The primary mission of the Army in peacetime is preparation for 
war. The Army Medical Service, as an integral part of the Army 
must never lose sight of its role in accomplishing this mission. At the 
same time, as a supporting service, it has the equally important 
mission of maintaining and conserving the health of the Army during 
peace. We view these not as separate missions but rather as one 
integrated whole. In carrying out its responsibilities, the Army 
Medical Service strives to maintain the highest professional standards 
of medical care and at the same time to obtain maximum value from 
each taxpayers dollar. 

The Army is now in one of the healthiest periods of its history. 
The rate of admission to hospitals and sick in quarters worldwide per 
1,000 average United States Army troop strength was 329 during 
calendar year 1956 which compares with 356 for 1955 and 337 for 1954. 

As a result of favorable sickness rate and the shrinking size of the 
Army, the average number of hospital beds occupied by active Army 
troops is estimated to decline from 11,805 for fiscal year 1956 to 11,192 
for fiscal year 1957 and 10,688 for fiscal year 1958. The decrease in 
active duty Army patients in Army hospitals has been partially off- 
set by an increase in the patient load due to the Reserve Forces Act 
of 1955 and to caring for an increasing number of Air Force person- 
nel. As a result, the estimated number of occupied beds in Army 
hospitals for fiscal year 1958 is 15,866 which compares with 16,186 
for fiscal year 1957 and 16,389 for fiscal year 1956. ‘The Army patient 
load in non-Army hospitals, exclusive of the provisions of Public Law 
569, also reflects a decline from 1,237 occupied beds for fiscal year 
1956 to 1,219 for fiscal year 1958. 


DEPENDENTS MEDICAL CARE ACT 


The Dependents’ Medical Care Act, which is Public Law 569, 84th 
Congress, became effective December 7, 1956. Essentially, this law 

rovides for medical care of dependents of personnel of the Army, 
Meas: Marines, Air Force, Coast Guard and the commissioned corps 
of the Public Health Service and the Coast and Geodetic Survey who 
are serving on active duty, or who retired, including those retired 
under title III, Public Law 810, 80th Congress with more than 8 
years’ active service, or who died either on active duty or in a retired 
status. The law also provides care for the personnel of these uni- 
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formed services. All eligible dependents are authorized care in any 
uniformed service medical facility. In addition, wives, children, and 
dependent husbands of personnel serving on active duty are authorized 
to receive certain specified care in civilian sources from a physician 
and in a hospital of their own choosing. 

In the Continental United States, Maika, Hawaii, and Puerto Rico 
the Secretary of Defense has designated the Secretary of the Army 
as Executive Agent to contract for civilian medical care for eligible 
dependents of all of the uniformed services. The provision of civilian 
medical care in other areas is the responsibilities of the Secretary of 
each uniformed service for his respective personnel. 

The Dependents’ Medical Care Act necessitates an increase in fiscal 
year 1958 of direct obligational authority of $12.8 million and in gross 
funds of $71.4 million including reimbursements of $58.7 million from 
the Departments of Air Force, Navy and United States Public Health 
Service. No funds are provided in this budgetary estimate for the 
Dependents’ Medical Care Act for fiscal year 1957. The cost of this 
program is being absorbed within funds available to the Department 
of Army under the ‘Maintenance and operation, Army,” appro- 
priation. 

The fiscal year 1958 fund requirement for the medical care program 
on a direct obligational basis is in the amount of $158.2 million as com- 
pared with $144 million for fiscal year 1957, or an increase of $14.2 
million. An analysis of this increase indicates that $12.8 million is 
due to the Dependents’ Medical Care Act, $2.3 million for the Govern- 
ment’s contribution to the civil-service retirement fund, offset by a net 
decrease in all other requirements of $903,750. Included in the fund 
requirements is an amount $41.2 million, representing the cost of oper- 
ation and maintenance of facilities, justified separately in the total cost 
of operation and maintenance of facilities. 


CHANGES IN MEDICAL CARE REQUIREMENTS 


A summary and analysis of the significant changes in the direct 
obligation requirements for the medical care program for fiscal year 
1958 as compared with fiscal year 1957 which account for the $14.2 
million net increase are as follows: 

1. An increase of $12.8 million for Dependents’ Medical Care Act. 

2. An increase of $4.8 million to complete procurement of medical 
equipment deferred from fiscal year 1957 for approved hospital war 
renovation projects, the residue of a program initiated after World 
War II to modernize facilities constructed under rapid mobilization. 

3. An increase of $0.2 million for the procurement of ambulances to 
replace aged and uneconomically repairable ones. 

4. An increase of $0.5 million for hire of an additional 170 man-years 
of civilian nurses in oversea commands to offset a shortage of com- 
missioned nurses. 

5. An increase of $0.8 million to provide equipment for new hos- 
pitals that have been constructed. 

6. An increase of $0.5 million to provide physical examinations to 
National Guard personnel pursuant to Armed Forces Reserve Act of 
1952, Public Law 476, 82d Congress. 

7. An increase of $2.3 million to provide contribution to the civil 
service retirement fund, Public Law 854, 84th Congress. 
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8. A decrease of $0.3 million due to the transfer of the Armed Forces 
Medical Library on October 1, 1956, to the United States Public 
a Service, Public Law 941, 84th Congress. 

9. A decrease of $0.3 million due to decreased workload of Armed 
Forces examining stations. 

10. A decrease of $0.3 million due primarily to reduced patient load. 

11. A decrease of $6.8 million for “Operation and maintenance of 
facilities.” 

Senator Smit. Before you proceed further, General, let me ask: 
Was any of that decrease in the use of the military hospitals due to 
the new law or provision that they can make a choice between a 
military and a private hospital? 

General O’Neru. I would say not, Senator Smith, because the 
number of dependents that were being cared for in Army facilities 
was rather small in relation to the overall load there. My estimate 
would be that it is very little as of now. I would like to ask General 
Robinson on that. 

General Rogrnson. I think General Hays can answer that. 

Senator ELLenper. All right, General. 


SuRGEON GENERAL OF THE ARMY 
STATEMENT OF MAJ. GEN. SILAS B. HAYS 
TOTAL PATIENTLOAD 


General Hays. The figures that General O’Neill just gave appl 
active-duty personnel of the Army and not to the total patient oad 
cared for in our hospitals, which will be about 15,866 for fiscal 1968. 
Most of that difference between General O’Neill’s figures and mine is 
due to the dependents of military personnel cared for in our hospitals. 
I think, more directly related to your question, Senator Smith, I will 
say that the budget for the medical care was based on the premise that 
the individuals who would be cared for in civilian hospitals would be 
those who were not cared for in military hospitals, largely those who 
were not cared for in military hospitals previously. 

Senator Smiru. Would it be because of the new bill covering de- 
pendents rather than the old provisions? 

General O’Netuu. That is correct. 

Senator Smiru. Thank you, Mr. Chairman. 

Senator Cuavez. General O’Neill, this matter of medical care for 
the armed services to me is very important. Do you think that your 
budget request meets your requirements? 

General O’Neriu. General Robinson, who is a specialist in the 
medical-care program, sir, can tell you about that. 

General Hays. If I may, General O’Neill, I will continue on that. 
Our experience today indicates that about $5 million per month is 
required for the medical-care program, I think, now, for all the services, 
the Army, Navy, Air Force, Public Health Service, ‘the Coast and Geo- 
detic Survey, and the Coast Guard. And there is a total of about 
that much money in the 1958 budget to take care of it. We think that 
the estimates that were presented today were made with very slim evi- 
dence at the time they were made, but they are working out very well. 
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Senator Cuavez. What did the House do on your budget request? 
General Hays. They did-not»change the figure. 
Senator Cuavez. Thank you. 


OPERATION AND MAINTENANCE OF FACILITIES 


General O’Neiiu. Next I will discuss “Operation and maintenance 
of facilities.” 

The budget for ‘Operation and maintenance of facilities” provides 
for logistic and administrative support of activities to mission programs 
at installation level. Included are utilities and maintenance-and re- 
pair of real property, field maintenance of supplies and equipment, 
local administrative activities, operation and maintenance of local 
communications, both fixed-wire and radio, pictorial services, local 
transportation services, hire of civilian mess personnel, and operation 
of commissaries, bakeries, launderies, and central meat-cutting plants, 
The “Operation and maintenance of facilities” activity is being pre- 
sented in fiscal year 1958 as a single program in the same manner as 
these costs have been presented in the past. In succeeding fiscal years 
it is planned to present these support activities in connection with the 
mission program which they support. The funds for this activity are 
included in the amount indicated for each budget program and are, 
therefore, not additive to the total available jin each program. 


BREAKDOWN OF MAINTENANCE AREAS 


For fiscal year 1958 we are requesting $1.1 billion, as compared 
with $1.09 billion in fiscal year 1957 and $1.04 billion in 1956. These 
amounts are broken down into five general areas, which are shown in 
a tabulation, which is included in my prepared statement. 

(The tabulation referred to follows:) 


{In-millions of dollars] 





Fiscal year | Fiscal year | Fiscal year 
1956 actual ‘panes estimate | 1958 estimate 








Local headquarters command administration. _._......._.___- 55.8 57.6 59.7 
OS Eee US eee 14.1 13.5 14.1 
maintenance and management of facilities. ............. 436. 5 460. 2 446.5 
Field maintenance of equipment.-___.................-.-..--.- 252.0 285.9 292.3 
SN I IG aon citi n nk Sntinnwtienatnte Goud badddekis 280.8 271.4 229.1 
Total, operation and maintenance of facilities _........._. 1, 039. 2 1, 088. 6 1, 101.7 





SIGNIFICANT CHANGES 


General O’Neruy. The following significant changes in fiscal year 
1958 compared with fiscal year 1957 account for the net increase of 
$13.1 million: 

Increases: 

1. An increase of $22.6 million as contribution to civil-service 
retirement fund. 

2. An increase of $10 million in payments for utilities and communi- 
cations in Korea. This item appears for the first time in fiscal year 
1958. Although not settled, it is expected that negotiations with the 
Republic of Korea will be completed during fiscal year 1957 and pay- 
ment required in fiscal year 1958. 
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. An increase of $19.7 million for logistic support for new family 
tne: New logistic support required as a result of additional 
25,000 units of family housing, Capehart, Wherry, et cetera, coming 
into the system in fiscal year 1958. 

4. An increase of $3.6 million for rental payments for additional 
family housing at antiaircraft sites. This increase is required by the 
Army program to lease 5,000 units of family housing adjacent to 
an facilities in the continental United States. 

An increase of $1.6 million for expansion of self-service supply 
binters. Additional post supply and repair and utilization funds are 
required as a result of a Department of the Army program to install 
83 self-service supply centers in fiscal year 1958. ‘This is an increase 
of 36 over fiscal year 1957. The self-service supply center is one of 
the major improvements made in post supply in a great many years. 
These centers are a sort of supermarket through which using units 
may pick up commonly used items as needed. Under the new sys- 
tem, each unit receives monetary credit, which represents the maxi- 
mum dollar value of expendable supplies which a unit may withdraw 
from the center during a specified period of time. The operation of 
test centers has demonstrated that the substitution of monetary 
credits for quantitative items as a means of controlling supply issues 
has resulted in substantial savings in the use of expendable supplies. 
Units are buying less and are using what they are buying. 

6. An increase of $7.3 million for field maintenance of guided missiles 
and Army aircraft. Increase required due to increase in number of 
Nike sites and increase in number of Army aircraft in fiscal year 1958 
over fiscal year 1957. 

7. An increase of $6 million for installation, rehabilitation and 
expansion of fixed wire and radio facilities which are termed class 1V 
projects. Additional funds are required for communications support 
of the combat development test and experimentation center; support 
to new Army AA installations in the continental United States and 
installation or rehabilitation of local fixed wire and radio facilities to 
meet current demands or to reduce maintenance costs on equipment 
that has been obsolete or uneconomically repairable or maintainable. 

8. Other miscellaneous increases amount to $6 million. Additional 
funds are required for such Department of Army programs as im- 
plementation of the continental United States school program requir- 
ing civilian mess attendants and local transportation activities. 

The total increases amount to $76.8 million. 

Deereases: 

1. A decrease of $35 million results from deferment of the barracks 
improvement program ($25 million) and elimination of the deferred 
maintenance program ($10 million) for fiscal year 1958. The fiscal year 
1958 budget only contains sufficient funds to maintain the Army’s 
installations at a minimum level of normal maintenance. Therefore 
no funds are included for the third and final increment of the barracks 
improvement program and for reducing the backlog of deferred 
maintenance. 

2. Elimination of minor new construction projects amounts to a 
decrease of $7.5 million. All minor new construction projects in excess 
of $25,000 have been transferred to the ‘‘Military construction, Army’: 
appropriation in fiscal year 1958. 
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3. Completion of Army programs or 1-time projects results in 
decrease of $3.3 million. The following projects or programs were 
completed in fiscal year 1957. 

(a) Rehabilitation of facilities for DEW line. 

(6) Installation of field stock control. 

(c) Procurement of initial equipment for bakeries in Europe. 

(d) Closing of five bakeries. 

4. Reduction in level of operations will decrease the fiscal year 1958 
estimates by $17.9 million. The following projects or items are re- 
duced in level of operations in fiscal year 1958 over fiscal year 1957: 

(a) Inactive facilities support. 

(b) Field maintenance other than aircraft and guided missiles. 

(c) Security guards in overseas areas. 

(dq) Post supply operations. 

(e) Rental payments other than for family housing. 


MINOR SUPPLIES AND EQUIPMENT FOR OPERATION AND MAINTENANCE 
OF FACILITIES SUPPORT 


The total decreases amount to $63.7 million. That means that the 
net increase is $13.1 million. 


TRAINING OF LOGISTIC MANAGERS 


The effective operation of the Army logistics system depends upon 
the availability of qualified personnel, both military and civilian. 
Therefore, a major logistics objective is the development, assignment, 
and retention of qualified logistical managers. To this end, an over- 
all education program was launched in 1954 with the establishment 
of the Army supply management course at Fort Lee, Va. In April 
1956, this course was expanded into the Army Logistics Management 
Center, to provide training for both top- and middle-level managers 
in the Army logistics system. It is expected that eventually 2,000 
will be graduated annually. Additionally, the center is developing 
extension courses in the field of logistics for Army Reserve component 
officers, not on active duty, who are unable to attend courses of 
instruction at the center. 

Our civilian career management program provides for the estab- 
lishment of career programs for all key civilians in the field of logisties. 
The program provides for early identification of key civilian positions 
within each field, recruitment of well-qualified individuals, and pro- 
gressive development of employees to insure continued advancement 
of the qualified personnel to the top positions. As part of this program 
we are also coordinating our college recruiting for engineers and 
scientists. 

For the active army we have established a program which insures 
the proper selection, development, and assignment of logistics officers. 
Our goal is to place an eminently qualified logistician in every key 
logistics position. We feel that with properly trained personnel, the 
logistics problems of the Army, regardless of how difficult and complex 
they may be, can be solved much more readily and efficiently. 
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OPERATION OF COMMISSARIES 


Senator ELLENDER. General, there is a difference between the com- 
missaries to which you refer here in your statement and the ordinary 
ost exchange, is there not? 
General O’Neruu. Yes, sir. The post exchange, sir, is a coopera- 
tive thing, and it is run by the Army and Air Force Exchange Service. 
Senator ELLENDER. And how is the commissary operated? 
General O’Neritu. The commissary is run by the quartermaster 
general in the case of the Army, sir. 


COST OF OPERATING POST EXCHANGES 


Senator ELLENDER. General Moore, I asked for the cost to the 
Government of operating these PX’s. Have you obtained the data? 

General Moore. I was here when it was requested, and I think 
that was prepared. 

Senator ELLENDER. I want us to have that, the complete picture 
before we close these hearings. 

General Moore. Yes. 

(The information referred to follows:) 


Cost To THE UNITED STATES GOVERNMENT OF OPERATION OF Post EXCHANGES 


Allinside maintenance costs, equipment costs, utility costs, and all civilian per- 
sonnel costs are paid from nonappropriated funds derived from the exchange 
operations. These overhead costs are included in the prices of the items sold by 
the exchanges. 

Exchanges established and operated by the Departments of the Army, Navy, 
and Air Force, and the Marine Corps, receive appropriated-funds support in the 
following areas: 

1. The use of Government buildings on military installations at which exchanges 
are located. External maintenance of a building used for exchange operations is 
furnished by the Government from appropriated funds. Normal day-to-day 
maintenance of the interior is paid for by the exchange system from nonappro- 
priated funds. Approximately 2 percent of exchange building space currently in 
use was erected with nonappropriated funds. Title to such buildings rests with 
the Government. Usually, buildings are not constructed specifically for exchange 
use. The accounts of the military departments are not maintained to produce 
the cost of maintaining individual buildings. Therefore, no costs are available 
as to the amount of maintenance provided for buildings occupied by post exchanges. 

2. The transportation of exchange cargo from stateside ports to overseas areas 
is paid from appropriated funds. No figures are available as to the amount of 
this expense to the Government. 

3. The services of military personnel assigned to exchange operations are paid 
from appropriated funds. Officer personnel is normally used to supervise the 
activities. The table belew shows the officers and enlisted personnel currently 
assigned to exchange operations. Military personnel costs have been obtained by 
applying average annual costs for officers and enlisted personnel. Enlisted per- 
sonnel data from the Navy are not available. 











Officers | Enlisted 
Military department a ieahioesailieeimeasihiiasions 
Number| Amount | Number} Amount 
—- —_— = a _ _ —_— ie \ 
Py Ge DOS PUNT <. «chen chk sis ktbi ee sbene 357 | $2,981, 000 175 | $555, 000 
Navy decensits a tin ea eeii Adc eliniaetehasdede 143 | 1, 169, 000 (4) ldasegneid ce 
Marine Corps--------- ; = be etd iat 45 | 345, 000 992 | 2, 707, 000 





1 Not available. 


Senator Cuavez. Can you give us a brief statement on the pictorial 
services activities? 
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General O’Neruu. Yes. 

Do you want that submitted for the record, Senator? 

Senator Cuavez. Could you tell us about it now? What do you do? 

General O’Neru. General Corderman is the witness on that, sir, 
He is the Deputy Chief Signal Officer. That is the Army Pictorial 
Service. 

Senator ELLENDER. We will be glad to hear General Corderman. 


STATEMENT OF MAJ. GEN. W. PRESTON CORDERMAN, DEPUTY 
CHIEF SIGNAL OFFICER OF THE ARMY 


ARMY PICTORIAL SERVICE 


General CorpERMAN. This particular item concerns the pictorial 
activities at post camps and stations, as distinguished from the Army 
Pictorial Service for activities here in Washington. This has to do 
with the handling of training films that we were discussing a moment 
ago, the storage, the library, and the handling in the library, the 
issue, the maintenance of them, and a small amount of photography 
in the area for historical records, for research and development pur- 
poses, and some for publicity purposes. Gererally that is the item 
that is covered here. 

Senator Cuavez. Thank you. 

General O’Nerit. Economy in peacetime is not an end in itself 
but a means of getting the most preparation for war from that part 
of the Nation’s resources that can be devoted to military purposes. 
Our steps to improve knowledge of inventories, to achieve lower 
stockage, to eliminate nonessential items, and to improve rapid data 
transmission are all measures which permit our management person- 
nel to do their jobs more effectively. In all of our activities we are 
alert to changing requirements generated from changing plans. We 
will insure that our system responds to these changes. 

In closing, I wish to assure you that the fiscal year 1958 programs 
for which the Deputy Chief of Staff for Logistics has responsibility 
are truly austere. We believe that our logistics programs are pointed 
toward the achievement, at the greatest practicable speed, of a iogistics 
system adapted to the needs of the atomic age. We intend to push 
our programs to the accomplishment of this end, making sure that the 
funds the Congress appropriates are used economically and efficiently. 

Mr. Chairman, I have an addendum with respect to the action of 
the House, with which I would like to proceed. 

Senator ELLENDER. You may proceed, General. 


OPERATION AND MAINTENANCE, ARMY 
(LOGISTICS PROGRAMS) 


General O’Nemu. Mr. Chairman, in this presentation I have in- 
dicated many instances of reductions or decreases that have been 
taken by the Army in developing the budget for this appropriation. 
It is truly a most austere budget, and from a logistics standpoint, it 
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has been developed in full recognition of the fact that the Army must 
contribute its part in reducing the pressure on the national economy, 
The request for this appropriation is not only far below what the com- 
manders in the field indicate is required to accomplish their missions 
but, as indicated by General Lawton, it has been reduced by $278 
million from what the Department of the Army felt was an essential 
minimum. 


EFFECT OF HOUSE CUT 


The Committee on Appropriations in the House has recommended 
an additional cut of $150 million without pin-pointing activities which 
should be curtailed. The Department of the Army staff, however, 
must of course identify how such reduction would be made and in so 
doing has determined that $103 million would have to be taken in 
the logistics programs which I have been discussing. 

As Secretary Roderick said earlier, operation and maintenance 
money is actually the lifeblood of the services. When you cripple 
that, you cripple the Army. Men cannot be adequately trained if 
the facilities and equipment cannot be properly maintained. The 
result is that you cease to have an effective fighting force. 

As one example, these reductions would force the Army to lower its 
rebuild activity to a point where we would be unable to provide allow- 
ances of basic organizational equipment needed by the reserve. com- 
ponent units. We wil be forced also to lower the standard of main- 
tenance of equipment presently in the hands of the troops. This will, 
in turn, generate excessive backlogs of deadlined equipment in field 
maintenance because of lack of repair. As I indicated earlier, the 
Army this year is assuming the mission of depot maintenance of its 
own aircraft, which service was formerly performed by the Air Force. 
Thus additionally, this reduction in maintenance funds will seriously 
restrict the Army’s ability to carry out the new responsibilities 
transferred to it. 

In implementing any reduction of the magnitude recommended by 
the House committee against a day-to-day operating appropriation 
such as this, a major share must be taken by reducing civilian employ- 
ment. Since there is a limit beyond which we cannot go in reducing 
the operational requirements to maintain our readiness forces, it 
follows that a reduction such as this in civilian employment operates 
directly against the activities in the installations support area. Not 
only will this action further reduce the soldiers’ standard of living, but 
it will bring about a more rapid deterioration of the Army’s physical 
plant and thus sharply increase the already excessive and economically 
indefensible backlog of deferred maintenance of facilities, which is a 
situation over which the Congress has already expressed concern. 

Let me stress this matter of deferred maintenance. 

The funds requested in our estimates will permit maintenance. of 
Army facilities at a bare minimum acceptable level. In the case of 
active facilities, this means prevention of abnormal deterioration, the 
elimination of unsanitary conditions, a replacement of items no longer 
economically repairable where such replacement is urgently required, 
and modifications essential to accommodate changes in installations 
missions. In the case of inactive facilities this means insurance of 
weather tightness construction, soundness of buildings, prevention of 
major deterioration of facilities, protection against fire and erosion, 
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and the provision of protective measures for utilities equipment and 
systems. With this cut we will just have to let many of these items 
go with resultant accelerated and disproportionate depreciation and 
loss. 

DEFERRED MAINTENANCE 


We must keep in mind that the costs of repair and upkeep and 
maintenance are increasing all the time. Unfortunately, the Army 
has been compelled because of lack of funds to defer some of the 
needed maintenance this year. Our backlog of deferred maintenance 
will climb to $100 million by the end of fiscal year 1958 under the 
budget submitted to Congress. Deferring maintenance is like saying 
if your cellar foundation leaks and should be repaired this year you 
are going to postpone it until next year when you hope you will have 
more money. By next year the leaks have damaged the whole 
foundation and the job of repairing has become a major one—and 
more expensive. 

Senator ELrtenper. In that connection, General, you might repair 
all the leaks in the roof to prevent that damage and let the rest go. 

General O’Netiu. Secretary Roderick spoke of the leaks in the roof, 
sir, and I thought I had better take another appropriate example. 

Senator ELLenpER. That is why I brought it up. 

General O’Neiiu. We are eliminating duplication, you see, Mr. 
Chairman. 

The only remedy possible in connection with this problem lies in 
closing out some of our active installations even though sufficient off- 
setting savings cannot be accomplished during fiscal year 1958, but 
will come in the next and succeeding years. The implication is that 
this lower level of funding will be adhered to by the Congress in suc- 
ceeding years, so that it becomes necessary to immediately determine 
what inactivation, consolidation, or elimination of installations are 
necessary in order to accomplish the long-range savings required to 
live within the level of funds available. These must be troop installa- 
tions because the cuts cannot be met without such action. 

Faced with these adverse effects, the Army requests restoration of 
these funds. 

BUREAU OF THE BUDGET REDUCTION 


Senator ELLENDER. General, I notice on page 1 of this addendum 
you state that the Bureau of the Budget cut you back $278 million 
from your original request. 

General O’NeILu. Yes, sir. 

Senator ELLENpDER. But you made this cut fit the pattern, did you 
not? 

General O’NEILL. Yes, sir. We had to make it fit, sir. 

Senator ELLENDER. You had to? 

General O’NEILL. Yes, sir. 

Senator ELtenpeR. And when Congress takes the same step—— 

General O’NerLu. We have to do the same thing, sir, and take the 
cuts where we feel that they can do the least harm. 

Senator ELLENpER. Could you tell us in a nutshell what you had 
to cut out in order to apply the reduction of $278 million. 

General O’Neriu. Yes. That covers the entire operation and 
maintenance, sir, for which I am only partially responsible. I think 
General Lawton can talk to that. 
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Senator Ettenper. Did that $278 million cover anything other 
than the operation and maintenance? 

General O’Neitut. No, sir. It covers operation and maintenance. 
But my portion of it is only the logistics portion, sir. 

Senator ELLenper. I understand that. But the point I wanted 
to make was that the original request for the entire operation and 
maintenance program was $3,678 million. 

General Lawton. That is correct, sir. 

Senator ELLeENpDER. And the Bureau of the Budget cut you back 
$278 million, did they not? 

General Lawton. Yes, sir. 

Senator ELLENpER. How much of that $278 million cut was 
reflected in logistics? 

Would you know that offhand? 

General Lawton. I would have to pull that out of this list, sir. 
It is not broken down into logistics and training and others, but I do 
have the list of the $278 million that was reduced and I would be glad 
to put it into the record. 


EFFECT OF CUT ON DIFFERENT ITEMS 


Senator ELLeENpER. Would you put that into the record, please, so 
that we can see how the different items under operation and main- 
tenance will be affected? 

General Lawton. Yes, sir. 

(The information referred to follows:) 
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OPERATION AND MaintTEenancr, Army Repuction sy OSD-BOB Fiscat Year 
1958 


When submitted to OSD-BOB, the “Operation and maintenanee,” Arm 
appropriation estimate for fiscal year 1958 was $3,678 raillion. Reductions made 
to bring the total to $3,400 million are as follows’ (logistical items included in the 
reductions amounted to $249.8 million indicated by asterisks) : 

















Reductions 

(in millions) 
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REBUILD OF OLD EQUIPMENT 


General O’Netit. In one of the major ones here, the rebuild of old 
equipment, we had to reduce that by $10.9 millon. 

Senator Toyz. What k'nd of equipment would be listed as old 
equipment? 

General O’Neruu. All kinds of mechanical equipment, sir. For 
example, we have the M-—47 tank fin the hands of our Reserve 
components, sir. 
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Senator THyr. Would it be such things as tanks, trucks? 
General O’Neitu. Electronic equipment, all sorts of weapons, things 
like that, sir. 
Senator ELvenver. Is that - ment to be used in training? 
General O’Neitu. Yes, sir. 1as reached the pomt where it is 
not efficient or economical to asad it in use without rebuilding it. 
Senator ELLENDER. Would this repair be done to hardware that 
would necessarily be used for training? 
General O’NerLu. Yes, sir. 
Senator ELLENDER You would not use it in war? 
yeneral O’Nettu. Depending on the state of our mobilization 
reserve, sir, we would hope we would have the newer things for war. 
But primarily this would be for training. 
Senator ELLenper. Are there any further questions? 
Senator Smiru. | want to ask a question, which I might have asked 
when you were talking about the education and training, or when 
General Connell was talking about it. 


SCHOOL FOR LATIN AMERICANS IN CANAL ZONE 


Last year I visited the school for Latin Americans in the Canal 
Zone, the schools for the Army and the Air Force. Where is this 
item for these schools? 

General O’NeILu. Senator Smith, that is a reimbursable item under 
the military assistance program, in which the military assistance pro- 
gram reimburses the Army for the expense it undergoes. 

Senator Smiru. Is the Army credited with that, or does that go 


back into the Treasury? How is that charged up? 

General O’Netiu. Frankly, I am not familiar with it. I know the 
principle, but I cannot say exactly how it is done. 

General Lawton. It is reimbursed by the military aid appropria- 
tion or the military aid appropriation could advance the money and 
we use it for that purpose. 

Senator SmirH. So that it is not charged to your training program, 
is it? 

General Lawron. No. 

Senator Smrru. Is it charged up and credited? 

General Lawron. That is right. 


USE OF MILITARY ASSISTANCE FUNDS 


General O’Nemu. Senator Smith, when we are going to rebuild 
equipment to use in the military assistance program we are given 
an advance apportionment of funds, military assistance funds, which 
we are authorized to use for that. I believe the same principle 
follows with respect to that school. 

Senator SmiruH. Who plans the program for the schools? Does the 
Army do it, or is it the State Department? 

General O’Nertu. It is primarily the Department of Defense 
setting it up for all three services. 

Senator Samira. I wanted to bring it up at this time because, in my 
opinion, it is the most efficient and effective way of spending money. 
Your people are efficient in these schools. Also, I liked the attitude 
of the students from the South American countries and the good 
they must be doing when they go back to their own countries 
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must be very, very worthwhile. The Army is to be commended on 
what is being accomplished there. 

General O’Neriu. Thank you very much, Senator Smith. 

It is not restricted to the Canal Zone, as you know, but that is one 
of the primary examples. 

Senator Smira. Thank you. 

Senator Cuavez. Mr. Chairman. 

Senator ELLENDER. Senator Chavez. 

Senator Cuavez. Senator Magnuson and Delegate Bartlett, of 
Alaska, would like to present statements with reference to the charges 
for communication in Alaska. 

Senator ELLENDER. Very well, you may proceed. 


ALASKA COMMUNICATION SysTEM 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


PROPOSED RATE INCREASE 


_ Delegate Bartierr. Thank you for permitting me to testify at this 
time. 

Mr. Chairman and members of the committee, I am concerned 
about a proposed 30-percent rate increase for civilians for telegraph 
services provided in Alaska by the Alaska communication system, 
which is an operating unit of the United States Signal Corps. 

The Alaska communication system has functioned in Alaska for 
over a half century. The situation there is unique. The system has 
always provided service for the military and for the civilian population 
and does that to this day. 

At various times during the last few years the suggestion has been 
been made in the House Appropriations Subcommittee that the civilian 
rates for telegraph service ought to be increased, and the Alaska 
communication system proposes to impose, on July 1, next, a rate 
increase of 30 percent. I discussed this on the floor of the House, and 
Mr. Sykes, chairman of the Army unit of the Appropriations Com- 
mittee there, said this in response to my queries on the subject: 

Yes, I certainly agree with my friend that all of the facts should be known 
before there is a rate increase. It would be my expectation that complete hearings 
would be held by the proper agencies and all the facts known so that fairness to 
both civilian users and the Government would be had in this matter. 

. In Alaska there has always been a most harmonious relationship 
between the Alaska communication system and the civilian population, 
and it is so to thisday. We think they have done a great job up there. 

It may be that they are entitled to a 30-percent rate increase, or a 
50- or a 100-, or 17-percent increase, I do not know, and no one else 
in Alaska knows. My complaint is that this rate increase has been or- 
dered without any hearings of any kind. No knowledge of the facts 
is available to the public of Alaska, nor, I suspect, at this moment, to 
the Appropriations Committees of the Congress. 


REQUEST FOR HEARINGS 


At least, it would be my hope that General Services Administration, 
under statutory authority conferred by the Congress—references to 
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which I have made in a letter to Senator Magnuson, which I under- 
stand is at the committee’s disposal—be instructed to conduct hearings 
in behalf of both the Government and the civilian users in Alaska and 
that no rate increase be instituted by the ACS until such hearings are 
held. 

I call this to your attention: If the Western Union were to say uni- 
laterally, “On July 1 we are going to increase rates 30 percent,” with- 
out a hearing before anyone, without giving an opportunity for any- 
one to be heard, there would be a storm of protest, and properly so. 

Senator ELLenpEer. It would be against the law if they did that, 
would it not? 

Delegate Bartiert. Yes, it would be against the law. But in this 
case, where a Federal agency supplies the service, this rate increase 
will be imposed without any facts being disclosed, without the public 
having a chance to come in and make its case known unless you should 
instruct the Geneal Services Administration to investigate. 

Right this afternoon I have an appointment with General O’Connell 
on this matter. But my point is that even if the general should per- 
suade me completely as to the justification for the increase, I alone, 
of all Alaskans, would have that knowledge. 

I think that it ought to be turned over to the General Services 
Administration or some other appropriate agency so that public 
hearings will be held. I would urge upon the committee, especially 
in view of the fact that the civilian users in Alaska are now paying 
some rather substantial bills there, that the committee make an arrange- 
ment in the report—or I would hope in the bill itself—that no rate 
increases can be imposed without hearings having been held. 


COMPARISON OF RATES WITH CONTINENTAL UNITED STATES 


Senator ELLENDER. Can you tell us what is the difference in the 
rates for similar services in Alaska as compared to the continental 
United States, sir? 

Delegate Bartierr. No, I cannot. 

That is one of my great difficulties. I cannot give you any facts 
relating to this matter. 

I can tell you that if the rates are increased as proposed, the Alaska 
communication system has estimated that $207,000 additional revenue 
will be obtained from the civilian users, that is an increase from 
$700,000 to $907,000. 

I can furnish you material as to the value of the commercial services 
now to the Government. 

But what I was thinking of and what I mentioned on the floor of 
the House is that the military traffic and the traffic for the civilian 
agencies of Government is all intermingled in this operation. What 
would happen if the Army, for example, were to send 50,000 more 
troops to Alaska next month? Of course, the cost of the service to 
the Government would be increased enormously. Would it then be 
proposed that the civilian rates go up 200 percent to take care of that? 

I fear something like that is involved here. 


GROSS COST TO GOVERNMEDT 


Senator ELLENDER. We looked into it to some extent. As I recall 
the figures—and if I am not stating them correctly I wish you would 








774 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


call my attention to it—my recollection is that the gross cost of this 
service to the Government is about $11 million. $11 million is gTOss 
cost to the American Government, and from that amount there js 
collected—and which goes back to the Treasury—$3,500,000, in 
round figures, which makes the net cost about $7,500,000. 

Senator Taye. Mr. Chairman, if I might inquire here 

Senator ELLENDER. Yes, Senator Thye. 

Senator Taye. Is there anyone in the room who could give us in- 
formation as to the rate that is paid by the civilian users for this sery- 
ice in Alaska, as compared to the existing rates in the States, where 
the rates are regulated by the Government? 

Senator Cuavez. I called a couple of gentlemen from the Depart- 
ment of Defense who know about this subject. 

General O’Neruu. I have the Deputy Chief Signal Officer here, 
General Corderman, who can give us that information, I believe. 

Senator THyr. We would like to have someone give us the answer 
to the question. 





RATES HIGHER IN THE STATES 


General CorpERMAN. The approximate differential between the 
minimum telegraph rates in Alaska and the minimum telegraph rates 
in the United States at the present time is 50 percent. In other 
words, a 50 percent increase in rates in Alaska is justified on the 
basis of a comparison between Alaska and United States rates. 

Senator Tuye. Just to clarify the matter, is it correct that, gener- 
ally speaking, the cost to send a message within a given zone, the same 
sized zone, would be 50 percent higher in the States than it would 
be in Alaska today? 

General CorpERMAN. Yes, sir; generally speaking. It may vary a 
little bit. 

Senator Toye. That is, the rate may vary? 

General CorDERMAN. Yes, sir. 

Senator Tuyr. Therefore, if the rate in Alaska was made compar- 
able to that in the States, you could support a 50 percent increase? 

General Corperman. Yes, sir. A 50 percent increase to the 
customer. 

Senator Toye. Thank you. 

Senator ELLENDER. To put it another way, those who use the tele- 
graph facilities in Alaska are being subsidized to the extent of 50 
percent of the cost; is that not another way to put it? 

General CorperMAN. The cost of service is somewhat different in 
the Alaska communication system than it would be in Western Union. 
There is some subsidy, yes, sir, but I would not want to say it is 50 
percent. 

Senator ELLENDER. But in answer to a question by Senator Thye, 
you said that, ratewise, it would be 50 percent more in the States 
than in Alaska, did you not? 

General CorprERMAN. Yes, sir. But it might, Senator Ellender, 
cost enough more to justify higher rates in Alaska than in the United 
States if it was performed by a commercial company. 

Senator ELLENDER. So that an investigation, as suggested by Dele- 
gate Bartlett, might result in causing the rate to go much higher than 
what you propose? 

General CorpERMAN. I am sure it would, sir. 
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Senator Cuavez. I think the suggestion of the Delegate from Alaska 
is most reasonable even if the rates would be increased. The people of 
Alaska should be entitled, in my opinion, to know why they are going 
to have to pay an increased rate. 


LETTER FROM SENATOR MAGNUSON 


At this point I would like to insert into the record a letter from 
Senator Warren G. Magnuson, of the State of Washington, with 
reference to this matter. 

(The letter referred to follows:) 


Unitep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 


June 7, 1957. 
Hon. DENNIS CHAVEZ, 


Chairman, Subcommittee on Defense Department, 
Appropriations Committee, United States Senate. 

Dear Senator: A few days ago Bob Bartlett, the Delegate from Alaska, talked 
to me about a problem arising out of proposed action by the Alaska Communi- 
cation System. Bob would like to appear before your subcommittee when funds 
for this agency are up for consideration. Here’s the problem, as set forth to me 
verbally by the Delegate, and in writing in a letter just received. 

“The Alaska Communication System proposes to increase telegraph rates to 
civilian users by 30 percent on July 1 next. It is proposed that this rate hike 
will be placed in effect without a hearing of any kind and without any demonstra- 
tion of need for the increases being made. Naturally, Alaskans are agitated 
about this. 

“Certainly if Western Union were to request a 30 percent increase it would 
not be allowed before the public had had an opportunity to be heard before a 
regulatory body. I don’t think there is any requirement in law at all that the 
Alaska Communication System, which is an operating unit of the United States 
Signal Corps, Department of Army, hold any hearings whatsoever. Nevertheless, 
I believe such hearings should be provided whether or not there is a legal necessity 
for them.”’ 

“It has been suggested that if such an arrangement could be made an effective 
means to protect the Alaska publie would be by way of attaching language in 
the Senate Appropriations Committee to that section of the appropriations bill 
having to do with the Alaska Communication System.’’ 

Like Delegate Bartlett, I know of no forum in which this problem can be heard 
other than our Appropriations Committee. It does seem to me, as Bob has 
stated, that no increase in rates of this magnitude should be inaugurated without 
giving those affected an opportunity to be heard. 

I am hoping you will give Bob Bartlett a chance to discuss this matter when 
funds for Alaska Communication System are under consideration. I would 
likewise appreciate it if this letter could be included in the testimony because 
I would like to be on record on the subject. 

Thanks, and best regards. 

Sincerely, 
WaRREN G. MAGNUSON, 
United States Senator. 


DIFFERENTIAL IN TELEPHONE RATES 


Senator ELLENDER. I wonder if you could give us the differential 
in some of the other communications, such as telephone. What is 
the difference there? You have given us that for telegraph. What 
is it for telephone? 

General CorperMAN. The rates for telephone are slightly less. I 
believe it is 9 percent. 

In other words, there is an additional rate rise justified under the 
present traffic load. However, in view of the new cable that has 
been installed—which we expect to have in full use during the coming 
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year—we anticipate the revenues will increase and we did not feel 
that it was justified to raise the telephone rates. 

Senator ELLenpER. Are you seeking to raise only the telegraph 
rates? 
General CorpeRMAN,. Yes, sir. Thirty percent. 

Senator ELLENDER. What about radio? Do you use radiotelephone 
too? 

General CorpERMAN. Yes, sir. But we would class radio the same 
as wire. It does not make any difference. 

Senator ELLENDER. So that would not be affected? 

General CorpERMAN. The telephone, sir 

Senator ELLENDER. The only issue here is whether or not you should 
raise the telegraph rates. 

General CoRDERMAN. Yessir. 

Senator ELLENDER. What Delegate Bartlett is asking is that the 
General Services Administration look into the matter before action is 
taken, is that correct? 

Delegate Barrierr. Precisely, Mr. Chairman. I do not maintain, 
I cannot maintain, that a rate increase is justified, because I do not 
know. But I feel the people of Alaska are entitled to an investigation 
and disclosure of all the facts before the rates are increased. 

Senator ELLENDER. When I gave the figures of $11 million for the 
entire service and $3.5 million, that pertained to all of the services. 

General CorpERMAN. Yes, sir. It is slightly higher than $3.5 
million. It is $3.6 million and we expect it to go to $3.8 million. 

Senator ELLENDER. I used round figures. 

General CorDERMAN. Yes, sir. 





BREAKDOWN OF COSTS 


Senator ELLENDER. I wonder if you could place into the record 
at this point a breakdown showing how much of it is for telegraph and 
how much is for other methods of communication, so that we will have 
the whole picture. 

General CorpDERMAN. Yes, sir. 

(The information requested follows:) 


The rates the Alaska Communication System charges civilian users have always 
been a matter of concern to the Congress and the Department of the Army. 
There never has been any intention of charging the citizens of the United States 
and Alaska excessive rates for services, nor to make a profit. Rather, the Depart- 
ment of the Army has acted to establish equitable rates based on costs applicable 
only to the commercial portion of the system. 

Subcommittees on Appropriations of the House of Representatives have fre- 
quently expressed a desire that the Department of the Army raise the rates of 
the Alaska Communication System to bring the revenue more in line with the 
cost of providing the commercial services. In response to these urgings, the Chief 
Signal Officer took action to determine the adequacy of the rates. First, it was 
necessary to establish a commercial type of cost accounting system. This was 
done on July 1, 1953. However, before the accounting system could be made 
effective, it was necessary that a physical inventory be made of all plants of the 
Alaska Communication System. Experts in the field of. communications were 
selected to perform the job. 

Pursuant to a recent suggestion by the Appropriations Subcommittee of the 
House of Representatives, the Chief Signal Officer directed in the fall of 1956 that 
a complete cost and revenue study be made of the Alaska Communication Sys- 
tem. The purpose of this study was to show whether any rate adjustment was 
necessary and, if so, in what areas. The study was made, based on cost accounting 
and revenue records for fiscal year 1956. The study covered an entire fiscal year 
because of the seasonal nature of the business in Alaska and revealed that the total 
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expenses of the Alaska Communication System (ACS) for fiscal year 1956 were 
$11,118,024. 

Confusion appears to exist as to what part of the total expenses of the system 
are provided by the ACS appropriation. A considerable part, in fact the majority, 
of the expense of operating the system is borne by other than the ACS appropri- 
ation. 

Prior to about 1948, the ACS had a small budget. The bulk of the supplies 
and services for the Alaska Communication System were obtained from other 
appropriations such as Quartermaster, Engineers, Signal, etc. At the suggestion 
of the then chairman of the House Subcommittee on Appropriations, the part- 
ment of the Army has included all cost of operating the ACS in the ACS budget, 
except pay, subsistence, medical care, and permanent change of station travel of 
military personnel, These services are still being furnished from military appro- 
priations of the Army. 

The total expenses of the ACS for fiscal year 1956 were: 

Pay of military personnel, $4,414,122. This item is not budgeted by ACS, 
but is included in the appropriation ‘‘ Military personnel, Army.” 

Pay of civilian personnel, $2,305,995. This is provided by the ACS budget. 

Supplies and circuit rentals, $1,934,332. This is provided by the ACS budget. 

Depreciation on buildings and equipment, $2,463,575. This is not a budget 
item but is included as an expense because it is standard commercial practice and 
is in accordance with the Federal Communication Commission rules governing 
commercial communications companies. This is the type of cost-accounting 
system which the Alaska Communication System installed on July 1, 1953. 

The Alaska Communication System appropriation for fiscal year 1956 was 
$5 million. However, some of these funds, $640,911, were used for capital im- 
provements and therefore were not included as costs. In addition, $118,762 were 
not used and were returned to the Treasury as unobligated. 

While the total cost of operating the Alaska Communication System was 
$11,118,024, certain of these costs, such as bombproof shelters, special equipments 
and facilities, etc., were not applicable to commercial or public offering services 
and therefore were allocated to the military cost. Some facilities were used for 
both military and commercial operations. It was therefore necessary to apportion 
the cost in these cases where dual use was being made of the facilities. This was 
accomplished in accordance with recognized engineering and accounting principles 
by qualified personnel who had intimate knowledge of the specific facilities in 
question and their operation and use. 

A division of expenses was made between those applicable to purely military 
functions and those applicable to public offering communication services. Of the 
$11,118,024 total cost of operating the ACS for fiscal year 1956, $4,092,159 was 
determined to be purely military cost with $7,025,865 applicable to public offering 
communication services. The expenses applicable to public offering communica- 
tion services were further segregated to determine the cost of providing telegraph 
and telephone services. 

The telegraph portion of the total public offering or commercial cost of operating 
the system was $1,630,474. This cost was established on the basis of providing 
the same telegraph message service the Alaska Communication System had 
provided during fiscal year 1956. The facilities were manned on a minimum basis 
with circuit requirements being provided at the current Alaska Communication 
System public offering rates. In this way, the cost of providing the public offering 
telegraph service was reduced to the essential minimum necessary to meet service 
requirements. The expense and revenue breakdown shows: 


Expenses: 
Wee ok oh Ue oe a ee cea $1, 090, 367 
(pews connie: 8.586 G2 di ies ee 275, 381 
Supplies, space, local and interconnection service expense-__----- 264, 726 
WW rs ona csc ac autu gh ccdnedduewapadeiessume aes 1, 630, 474 

Revenue: 
Public offering (commercial service)_..................------ 690, 500 
‘Timed-wire press (commercial) .............-......-.0-.--.- 13, 419 
Free Government service (computed at ACS rates)__._....--- 232, 194 
Tete). ood Ket dieu ei eee Lee EE Berea 936, 113 


Usb din ccicndcnintanduiacacbnein Rene eEekEsTaeeeeaeaeaee 694, 361 
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The cost of providing the public offering telegraph message service, therefore 
exceeded the revenue by $694,361. A 74.17-percent increase in rates would be 
required to recover the deficit. The Department of the Army did not consider 
a rate increase of this magnitude to be proper. In addition, it was considered that 
certain economies could be effected since authority had been requested from the 
Congress to make station-agent agreements where deemed appropriate and to pay 
these station agents from receipts. 

In spite of the large operational deficit, it was determined that only a 30-per- 
cent rate increase should be ordered. This increase will not balance the cost of 
providing the service. The additional revenue expected from the rate increase 
is $207,000. 

Under the new ACS rates the customer can include 15 words in a message for the 
minimum charge. The present ACS rates permit only 10 words for the minimum 
charge. 

The intra-Alaska rates will be generally lower than the present Western Union 
rates for the same mileage zones within the United States. The Alaska-United 
States rates will be comparable to United States-overseas rates. 

The ACS cost of providing public offering telephone services during fiscal year 
1956 was $5,395,391, whereas the revenue collected was only $4,927,927, leaving 
a deficit of $467,464. Since the cost and revenue data used were for fiscal year 
1956, none of the submarine cable costs was included. Neither were any of the 
costs of the White Alice or DEW line projects. The expense and revenue break- 
down shows: 








Expenses: 
Wages.- - _- Bel esas pads $3, 215, 741 
Supplies and circuit rentals_________-__- ; i 683, 832 
Depreciation of equipment and buildings __ : 1, 495, 818 
Total ___ wield. Seabees j ' 5, 395, 391 
Revenue: 
Publie offering (commercial) service_______ __. 2, 592, 956 
Free Government service (computed at ACS rates): 
(a) Telephone calls _-- 923, 676 
(b) Leases_ ~ isi cet , 1, 411, 295 
Total__ _—_ a 4, 927, 927 
Deficit _____- cit ied ‘atl sid Achiaeiokiad sca. ale 


In order to recoup all costs for fiscal year 1956, telephone operations, a 9.48-per- 
cent rate increase would be necessary. However, since new cable facilities have 
been installed between Skagway and Seattle (by the ACS and A. T. & T. ata 
cost of some $20 million) and additional voice circuits are being obtained between 
Skagway and the Alaska-Yukon border, it is believed that the new and more 
efficient service may increase the volume of calls offered between Alaska and the 
United States. The anticipated additional calls would create additional revenue. 
In view of this, the Department of the Army decided not to recommend a tele- 
phone-rate adjustment at this time. 


PUBLIC HEARINGS 


Senator Cuavez. I would hope, General, that, before this order is 
put into effect, you would give some committee the opportunity to 
investigate the matter. Or would it in any way jeopardize the 
program that you have in mind? 

General CorpERMAN. Senator Chavez, the Signal Corps has been 
responsible for establishing these rates through the years, and this 
was just carrying out what we have done before. Previously, no 
public hearings were held. That is the reason why there were none 
this time. We have no objection to it, however. 

Senator Cuavez. Then you would have no objection to postponing 
the effect of the order until a committee has investigated the matter, 
would vou? 
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General CorperMAN. If that is the desire of the committee, sir. 

Senator Cuavez. I think we can prepare reasonable requests, and 
] do hope that you can postpone the matter. 

Senator E_itenper. Is the General Services Administration the 
proper authority to look into this? 

Delegate Barter. It has been suggested under existing law that 
it is» But I do not know. 

General CorperMAN. I do not know why General Services Admin- 
istration would be the proper authority. It would seem to me that 
the Federal Communications Commission might be the proper 
authority. 

Senator ELttenper. The Federal Communications Commission? 

General CorpERMAN. Yes, sir. 

Delegate Bartriertr. There is existing law which at least suggests 
that General Services Administration has been given authority in, I 
will not say identical cases, but in similar cases. I will furnish the 
committee with those references. 

Senator ELLeNpER. I wish you would, Delegate Bartlett. I am 
sure we will discuss the matter when the entire committee meets. 

Senator CHavez. Yes. 

Senator ELtenperR. You will probably receive a letter on that 
from the chairman of the whole committee. 

General CorperRMAN. Thank you very much, sir. 

Delegate Bartitetrr. Thank you very much. 

Senator ELLenperR. Are there any further questions? If not, the 
committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:25 p. m., the subcommittee recessed to recon- 
vene at 2 p. m.) 


(AFTERNOON Session, 2 P. M. Turespay, JuNE 11, 1957) 
OPERATIONS AND MAINTENANCE 


STATEMENTS OF MAJ. GEN. WILLIAM S. LAWTON, DIRECTOR OF 
ARMY BUDGET, OFFICE, COMPTROLLER OF THE ARMY; BRIG. 
GEN. ALBERT WATSON II, OFFICE, DEPUTY CHIEF OF STAFF 
FOR PERSONNEL; MAJ. GEN. EINAR B. GJELSTEEN, CHIEF, 
ARMY AUDIT AGENCY; COL. TALMADGE D. ASHWORTH, OFFICE, 
CHIEF OF FINANCE, AND WILLIAM PERATINO, ARMY AUDIT 
AGENCY 


ARMYWIDE ACTIVITIES 


Senator ELLENDER. The committee will please come to order. 

Who is the next witness? 

General Lawron. Mr. Chairman, we will resume our discussion of 
the “Operation and maintenance” appropriation and our next witness 
is Brig. Gen. Albert Watson II, the Office of the Deputy Chief of 
Staff for Personnel, who will discuss program 2500, ‘‘Armywide 


’ 


activities.’ 

General Watson. Mr. Chairman and gentlemen, ‘“Armywide activ- 
ities,” budget program 2500, includes the following administrative- 
type activities: (1) Major command headquarters; (2) other special- 
ized services; (3) armywide communications services, the Army 
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Photographic Agency, and expenses incident to the Department of 
the Army alternate headquarters plan (DARAH); (4) administration 
of field activities of the Chief of Finance; (5) the Army Audit Agency; 
(6) Army intelligence activities; and (7) the military surveys and 
mapping program. 

The estimate for operating expenses of the entire armywide activy- 
ities program in fiscal year 1958 is $507,200,000 compared to $458,- 
262,000 in fiscal year 1957, an increase of approximately $49 million, 
In the order of magnitude, the increases are for the following; 
(1) $19,300,000 for the improvement of facilities for the collection 
and dissemination of the most complete and accurate intelligence 
information; (2) $13 million for the civil-service retirement fund con- 
tribution; (3) $10,600,000 for the improvement of the Army com- 
mand and administrative network (AGAN): (4) $3,800,000 for oper- 
ation and maintenance of facilities; (5) $2,200,000 for the continued 
implementation of the Department of the Army alternate headquarters 
plan (DARAH). 

Since this program covers such a wide range of Army activities, 
we have divided them into three groups and have prepared separate 
presentations for each. 

My remarks will cover major command headquarters operations; 
other specialized services; armywide finance services, and armywide 
audit services. 

A representative of the Deputy Chief of Staff for Logistics will 
cover the armywide communication services, and a representative of 
the Assistant Chief of Staff, Intelligence, will cover the Army’s 
intelligence, surveys, and mapping activities. 


MAJOR COMMAND HEADQUARTERS 


The term ‘Major command headquarters” means the Headquarters 
of the Department of the Army, the technical services, the Zone 
of the Interior armies, and the overseas commands. 

For the operating expenses of these headquarters in fiscal year 1958 
we will need $182,565,000 compared to $173,235,000 in fiscal year 
1957, an increase of $9,330,000. The increased requirement is due 
primarily to three causes: (1) The civil-service retirement fund 
contribution 

Senator ELLENDER. What does that amount to? 

General Watson. $7,411,000. 

Senator ELLENDER. You mean for the payment of retirement? 

General Watson. The Government’s contribution to that fund; 
yes, sir. 

Senator ELLENDER. $7,411,000? 

General Watson. That is right. 

Senator ELLENDER. How many civilians does that cover? 

General Watson. About 21,000, sir. 

Senator SALTONSTALL. This is for the whole service? 

General Watson. Yes, sir; that is correct. 

Senator ELLENpER. Those are the civilians you have here and 
abroad? 

General Warson. That is correct, sir. This is the entire program. 

The increase requirement is due primarily to three causes: (1) The 
civil-service retirement fund contribution, (2) full-year operating costs 
of automatic data processing equipment, and (3) increased costs for 
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travel aboard Military Sea Transport Service vessels. I will briefly 
discuss each increase. 

The civil-service retirement fund contribution is a new requirement 
in fiscal year 1958 and amounts to $7,411,000 or 80 percent of the total 
increase. 

During the last 6 months of fiscal year 1957, we installed automatic 
data-processing equipment in the Department of the Army Head- 
quarters for the purpose of improving personnel accounting procedures, 
troop programing activities, and personnel recordkeeping functions. 
Funds appropriated for fiscal year 1957 cover only 6 months’ operation 
of this equipment. This fiscal year 1958 estimate represents a full- 
year requirement for this equipment; an additional $965,000. 

The extension overseas of competitive civil service status will stimu- 
late the interchange of employment between our stateside and over- 
seas civilian employees. We estimate that this will generate approxi- 
mately 1,850 additional moves. In addition to the increased number 
of moves, the Military Sea Transport Service has increased the rates 
for passenger travel abroad their vessels. This estimate includes an 
additional $825,000 which covers both the increased number of moves 
and the rate increase. 


MANAGEMENT IMPROVEMENTS 


During the past several years we have continued to scrutinize the 
Washington headquarters as well as field organizations to improve 
their efficiency. 

At the secretarial level there have been established the Office, 
Director of Research and Development; the Office, Programs Review 
and Analysis; and two additional offices for Assistant Secretaries. 
The establishment of these offices was made possible without increas- 
ing the size of the Office, Secretary of the Army due to the fact that 
concurrent reductions in manpower requirements were made in other 
parts of that office. 

At the Army staff level, several organizational changes have been 
effected which have resulted in consolidating under the Deputy Chiefs 
of Staff all but four of the special staff agencies. These changes have 
resulted in more effective planning, coordination, and supervision of 
staff functions, as well as reducing the number of agencies, reporting 
directly to the Chief of Staff. 

The Army is currently revising its program system to achieve a 
closer relationship between programs and budget and a realinement 
of program responsibilities in a manner that will assure greater similar- 
ity in the staff supervision of programs at all levels of the Army 
Establishment. 

Last year I discussed our program for sending key personnel to 
special schools for the purpose of training them in modern manage- 
ment methods and techniques. This training has proved invaluable 
and we plan to continue it at about the same level during fiscal year 
1958. We will send approximately 50 students to each of 11 classes 
at the Command and Management School at Fort Belvoir, Va.: 29 
to 30 students to each of 4 classes at the manpower control officers 
course at Fort Benjamin Harrison, Ind.; 10 officers annually to the 
8-week course for executives at the University of Pittsburgh; and 10 
officers annually to the 12-week advanced management course, and 





782 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


30 to 32 officers to the 21-month course in business administration 
which are conducted at Harvard University. 


OTHER SPECIALIZED SERVICES 


This project includes funds for the operation of records and publi- 
cations centers; funds to reimburse the Post Office Department for 
the Army’s use of penalty mail; operation of recruiting and personnel 
processing activities; education of dependents in overseas areas; and 
the operation of disciplinary barracks and other Provost Marshal 
General activities. 

For the operating expenses of these various activities and services, 
we are requesting $83,073,000 compared to $83,720,000 in fiscal year 
1957, a net decrease of $647,000. The decrease is due largely to the 
reduced strength of the Army. 

Although the overall project fund requirements for these services 
and activities are less than in fiscal year 1957, the funds needed for 
the education of dependent children overseas will be greater in fiscal 
year 1958 than in fiscal year 1957. We estimate that the cost of this 
program in fiscal year 1958 will be $13,130,000 compared to $12,174,000 
in fiscal year 1957, an increase of $956,000. The increase is due to 
two causes: (1) An estimated increase of 1,440 pupils, and (2) the 
retirement fund contribution. 

I would like to describe briefly to the committee the way in which 
this program is being administered by the Department of the Army. 
In conformance with Department of Defense directives, funds available 
to the Department of the Army for its education of dependents 
program fall into two categories: (1) Funds which are subject to the 
Army limitation directed by the Department of Defense, and (2) 
funds which are not subject to this limitation. In the first category 
are funds for the operation of Army schools, for the payment of 
tuition costs in tuition fee schools, and for the cost of home study 
courses which are used in areas where neither service nor tuition fee 
schools are available. In the second category are reimbursements to 
the Departments of the Navy and Air Force for Army dependents 
attending those schools, and reimbursements to the Panama Canal 
Zone Government for educational services furnished Army dependents 
located there. 

Specific directives from the Department of Defense govern the 
Army’s administration of this program and: (1) Provide the average 
amount per student which may be paid by the Army for Army- 
operated schools and for the cost of education of Army dependents 
in tuition fee schools, and (2) direct that the charge in each Jocation 
for students attending a service operated school will be the same for 
dependents of all military departments, and (3) except from the per 
student limitation the rermbursement to the Panama Canal Zone 
Government for costs incurred in providing educational facilities for 
Army dependents. 

ARMYWIDE FINANCE SERVICES 


Armywide finance activities cover the operation of the Finance 
Center, located at Fort Benjamin Harrison, Ind.; Finance and 
Accounts Office here in Washington as well as providing for the 
statutory relief of disbursing officers for certain types of losses in 
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their official accounts; procurement of printing matter such as checks, 
military payment certificates, specialty type fo orms, and punch cards; ‘ 
and procurement of official bonds for all Army personnel who are 
required to be bonded. Fiscal year 1958 requirements for these 
activities total $23,018,000 which represent an increase of $645,000 
over fiseal-year 1957 requirements. This increase is the Governments 
contribution to the civil service retirement fund. The civilian per- 
sonnel requirements included in this project total $17,014,000, 
representing 4,673 man-years of employment. This is a reduction of 
$1,114,000 and 303 man-years from fiscal year 1957 requirements. 


ARMYWIDE AUDIT SERVICES 


The estimated requirement in fiscal year 1958 for “‘Armywide 
audit services,” is $17,082,000. This amount is required for civilian 
pay, travel, and related expenses for the entire United States Army 
Audit Agency, which performs all auditing in the Army on a worldwide 
basis. This estimate represents an increase of $1.1 million over fiscal 
year 1957, due primarily to the civil service retirement fund 
contribution. 

Auditing within the Army is divided into two general areas; con- 
tract auditing which is the audit of Defense contracts with industry 
and nonprofit institutions, and internal auditing which is auditing of 
all financial and relating activities of the Army Establishment itself. 

The Army’s audit activity has demonstrated that it more than pays 
its way. Of course, not all of the protection afforded by auditing can 
be measured in dollars. In the field of contract auditing, in areas 
where savings can be measured in dollars, contract auditors disallowed 
or recommended for nonacceptance $164,487 ,000 of costs claimed by 
contractors during fiscal year 1956. Costs of contract audit opera- 
tions during the same period were only $8,124,685. Internal auditing 
serves as a protective and constructive service to management in ob- 
taining the maximum use of financial resources, which results in sub- 
stantial savings. 

SUMMARY 


In conclusion, gentlemen, let me summarize. I have (1) indicated 
the scope and total financial requirements for program 2500, “Army- 
wide activities,’ and (2) separately identified our finance sial require- 
ments for major command he -adquarters "men sean ‘other specialized 
services,’ and armywide finance and audit services 

Members of my staff are present to assist me in answering any 
questions you wish to ask. 

Thank you. 

There are additional statements available on the matter of army- 
wide communication services and such related matters as Army com- 
mand and administrative network, Department of Army Photographie 
Agency, and Army alternate headquarters plan, which will be pre- 
sented by General Corderman when I complete my statement. 


FACILITIES FOR DISSEMINATION OF INTELLIGENCE INFORMATION 


Senator ELLeENpDER. What about the $19.3 million for improvement 
of facilities for the collection and dissemination of the most complete 
and accurate intelligence information? 
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General Warson. General Wienecke, Deputy Assistant Chief .of 
Staff for Intelligence, will discuss that matter. 

If I might go to my addendum: 

The House-approved reductions identified only two specific items 
affecting this program. I might point out that this program is a part 
of the entire operation and maintenance appropriation in which a 
general cut was placed, but in this particular program only two 
specific areas were identified, and I will mention in a moment the 
application of our portion of the general cut which was applied against 
the operation and maintenance appropriation. 

If | may, these 2 specific cuts were (1) $3,843,669 as a result of 
the Secretary of Defense memorandum of March 1957 directing the 
reduction of personnel in the Washington headquarters, and (2) 
$938,000 in the education-of-dependents program resulting from the 
continuation of the fiscal year 1957 limitation of $245 per pupil 
instead of $265 as requested. 


REDUCTION IN EDUCATION OF DEPENDENTS 


We are not seeking restoration of the first item. However, in the 
ease of the reduction in education of dependents, we are requesting 
the full restoration of the $938,000. If these funds are not restored, 
every Army father having children in school overseas will have to 
pay $20 for each 1 in order to assure his little ones an education com- 
parable to that provided in stateside schools. 

Senator ELLenpmr. Isn’t that a small amount to pay, compared 
to what fathers would have to pay in taxes? 

General Warson. Army fathers pay taxes. 

Senator Etutenper. I know, but not in proportion to those who 
live here and raise their children here. They at least get this, whereas 
the civilians don’t. Isn’t that true? 

General Warson. I think it is a similar type of thing, sir. If I may 
be pardoned a personal reference, my dad was in the Army and I was 
carried around from school to school. While there are certain ad- 
vantages in that, it is a very difficult matter to educate a child in the 
Army. I have 2 boys now, | of whom yesterday flunked the eighth 
grade because he has been going to too many schools in recent years. 

Senator ELLENDER. Are you sure that is the reason? 

General Watson. I hope it is, sir. 

Senator SaLronsTaALL. As the only Republican here would put it, 
you don’t seem to have suffered. 

General Watson. I thank the distinguished Senator from Massa- 
chusetts. We would like to get back that $20, sir. 

Senator SALTONSTALL. How does this compare? We had the diffi- 
culty last year of adjusting between the Army and the State Depart- 
ment on the amounts paid for education. Refresh my memory on 
that, can you? We tried to increase the Army allowance, as I recall, 
to agree with the Department of State, for instance, in Germany. 
If we don’t put this money back, does that leve you below the State 
Department people who are getting education, or are you on that 
level anyway? Can you answer that? 

General Watson. Sir, I can’t answer it personally, because we 
operate within the Department of Defense limitation. In other 
words, ours comes down from the Department of Defense to the 
three armed services. 
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Senator SaLTronstaLL. Then perhaps it was in the Department of 
Defense, but that was quite an issue last year. 

General Watson. I know it was an issue. 

Senator SaALTonsTaLu. [ can’t recall just how it came out. It has 
been called to my attention that the three services weren’t comparable 
either. How does the Army service compare with the Air Force 
service, for instance? 

General Watson. We are the same. 

Senator SALTONSTALL. Perhaps you can put that in the record. 

General Watson. I can answer that this year the present language 
as the House passed it puts us on the same basis as the other services. 
In previous years this has been a very complicated system of computa- 
tions in which the average costs per student in schools operated by the 
Army, Navy, and Air Force were calculated separately. Because of 
varying geographical conditions in different areas, those costs were 
truly different, so that we didn’t have a Department of Defense-wide 

r-pupil limitation cost, but this year all services have the same 
imitation. 


COMPARISON OF EDUCATION COSTS 


Senator SALTONSTALL. Would you furnish for the record how the 
Department of Defense compares with the State Department? 

General Watson. We will provide that, sir. 

Senator SatronstaLL. Thank you, Mr. Chairman. That is quite 
an issue and I think it would be helpful if you will make that clear. 

General Watson. Very well, sir. We will provide it. 

(The information requested follows:) 


Costs oF EpvUcATION OF DEPENDENTS, DEPARTMENT OF STATE 


Under the provisions of 901 (2) of the Foreign Service Act of 1946, as amended 
the Department of State is authorized to grant allowances for the payment of 
expenses in connection with the elementary and secondary schooling of dependents 
of its personnel. Under restrictive regulations promulgated by the Department of 
State the allowances provide for the payment of tuition, books, supplies and other 
school expenses where local schools are adequate. When local schools are not 
adequate, room, board and transportation may also be authorized. 

There is no legal per capita monetary limitation but allowances are controlled 


by the Department by means of frequent surveys of costs of schooling in boarding 
and day schools. 


Costs range from zero to approximately $1,700 with an overall average 


of 
approximately $250. 


SFFECT ON MORALE 


General Watson. We were at the point of the father problems in 
educating his children in the armed services 

At best, this father’s problem in getting a . proper education for his 
children is made diflicult enough by the large number of schools which 
they must attend during their school years. This additional financial 
burden would lower morale and worsen the already serious problem 
of keeping skilled personnel in the Army. 

In addition to these two specific cuts, a substantial part of the 
unidentified portion of the House reduction of $150 million in the 


“Operation and maintenance’’ appropriation would have to be applied 
to the following activities in this program: 
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REDUCTIONS IN HEADQUARTERS OPERATIONS 


A. We would have to reduce major field headquarters operations 
by $2.8 million which would force the Army into the difficult position 
of reducing personnel far below the already austere level. Our field 
commanders have an extremely complicated job to perform. In a 
climate which demands ever-increasing economy, the field com- 
mander’s ability to get his assigned job done efficiently would be 
made inpossible through arbitrary fund reductions such as_ those 
approved by the House. 


ARMY AUDIT AGENCY OPERATIONS 


B. The Army Audit Agency’s operations would be reduced by 
$700,000 necessitating a large reduction in its staff. The activities 
of this agency in fise al. vear 1956 resulted in savings to the Government 
of over a hundred million dollars through its audit of defense contracts 
as well as its audits of Army financial and procurement practices. 
Such reductions would not only reduce savings in audits of contracts, 
but would harm the Government’s interests in the entire procurement 
field. 

Senator Symineron. Why do you take $700,000 out of the Army 
audit agency? Would that be done because you were directed speci- 
fically to do that by the committee? 

General Watson. No, sir. These were not specific cuts. Specific 
cuts were only two in number. I mentioned them previously, the per- 
sonnel hire cut, and this dependent schooling overseas. ‘Those were 
the only two specifically pinpointed items. 

Senator Symineton. Why do you say $700,000 out of $150 million? 

General Watson. This was an adjustment that was made in an 
overall evaluation of the impact in the “Operation and Maintenance”’ 
appropriation of that $150 million general cut. 

Senator Symineron. You take an across-the-board cut, guessing 
item by item, and that is what it would amount to in percentage in 
this particular part of the Army’s operation; is that correct? 

General Watson. We did not apply a percentage to each one. 
Each one was reduced to availability of funds. 


AUDITING WORKLOAD 


Senator Syminecron. Especially in that you are getting cancellations 
as a result of the Korean situation, and have been steadily working 
against obligated funds, you have much auditing to do that normally 
you would not have to do. I am surprised you would take any out 
of this fund. 

General Warson. Sir, you have by your words pointed up the 
problem we face in every activity with which I am connected in the 
Army budget. 

Senator Symrncron. What do you do when you have a contract 
with a company on a competitive basis? Do you put auditors in the 
plant to check the costs, and, if so, why do you do it if it is on a 
competitive basis? 

General Warson. I would like to refer this question to General 
Gjelsteen, who is the Chief of the Army Audit Agency. 
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General GJELSTEEN. There would be no audit if the cotract was 
awarded through advertised bids. If there was competition and one 
firm had bid the lowest price and that had been accepted, then that 
price would have to be paid, regardless, from then on. So there 
would be no audit and that would be the case. 


PURCHASES ON NONCOMPETITIVE BASIS 


Senator Symrncton. Do you buy much in the Army on a non- 
competitive basis, by negotiated bidding? 

General GJELSTEEN. A certain amount; yes, sir. 

Senator Symineton. Like what? 

General GsELSTEEN. Like rockets, new developments in motor 
vehicles, tanks. 

Senator Symineron. What do you mean by new developments? 

General GJELSTEEN. New types of engines in which the engine has 
not been finalized. I think the main example would be in the field 
of guided missiles, and also new electronic equipment. 

Senator Symineron. You say you go over $100 million. Would 
that be through adjustment of cancellation charges? 


COST-TYPE CONTRACTS 


General GsELSTEEN. It would be principally in the area of cost- 
type contracts (cost plus fixed fee and fixed price with price redetermi- 
nation clause) in which the contractor is reimbursed for his cost plus 
a fixed fee, or just cost without any profit. 

Senator Symineron. Is the fixed fee based on the cost? 

General GseLsTeEEN. The fixed fee is usually less than a certain per- 
centage of the total cost. 

Senator Symineron. If it bears a relationship to the total cost, 
then it is a cost plus percentage of cost, is it not, and that is illegal? 

General GJELSTEEN. No, sir. 

Senator Syminaron. Then it can’t bear any relationship. 

General GsetsTEEN. For this particular job the fee would be a 
certain definite number of dollars. 

Senator Symineton. How do you renegotiate that then success- 
fully, if it has nothing to do with the cost? You can’t change the 
amount of fixed fee, can you? 

General GJELSTEEN. You would not change the amount of the fixed 
fee, but the contractor is reimbursed for his cost. He puts in a claim 
for the cost and then the Army Audit Agency audits to determine the 
validity of these costs which he has claimed. 

Senator Symineton. In other words, what is allowable cost, is 
that it? 

General GJELSTEEN. Yes, sir. 

Senator SymineTon. Is that where in the main you made these 
savings of $100 million? 

General GJELSTEEN. Yes, sir; principally in the cost-type contracts. 


TOTAL PERSONNEL 


Senator Symineton. How many people do you have in your cost 
department costing against private business contracts, roughly? 
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General GseLstrEN. We don’t engage in what you might call 
costing, sir. In that sense that all the auditors who are detailed to 
perform an audit are in the costing business. 

Senator Symrneron. You mean they are not members of the Army? 

General GsELsTEEN. Yes, sir; they are members of the Army Audit 
Agency, but so far as determining the cost, the contractor makes a 
claim for his cost and then the Army Audit Agency auditors examine 
into those particular costs and pass on the validity of such costs. 

Senator Symineton. How many people do you have in that Army 
Audit Agency? 

General GsetsTEEN. All told in the Army Audit Agency we have 
approximately 2,900. 

Senator Symineron. Is all the work that you do done again by the 
General Accounting Office? 

General GseLstreeNn. No, sir. The Army engages in 2 types of 
audit activities in the sense that about 50 percent of our effort is in 
audit of contracts and about 50 percent in internal audit, which is 
the audit of the Army establishments themselves, such as military 
posts, ports, arsenals, tank and automotive commands, depots. 

Senator Symincton. Does not the General Accounting Office re- 
view your review of what is allowable cost? 


SPOT CHECKS BY GAO 


General GsetstreNn. They can, but they usually do not. We do 
practically all the auditing that is done in the Army. Our records so 
far as contracts are concerned are available to the General Accounting 
Office and they make spot checks throughout the field. They may go 
into one and examine on a selective basis a certain number of our 
contracts to see whether they consider that the Army Audit Agency 
is rendering the proper protective service. 

Senator Syminetron. What they do is spot check, is that right? 

General GseLsTEEN. They do that and they may also on their own 
undertake a certain number of audits themselves. They do both. 
We do the great bulk of the auditing of the Army contracts. They do 
a certain small amount of it. They may take a contract and audit 
that completely. 

Senator Syminaton. When you audit these contracts do you have 
certain standard directives as, for example, limitation in salary of 
officers of companies with whom you have negotiated contracts? 

General GsELsSTEEN. We may comment on that, Senator. 

Senator Symrneton. I am asking you to. 

General GseLsTeEEN. We do comment on that if we consider that 
the salaries 





DETERMINATION OF PROPER COSTS 


Senator Symineron. If you do business with a closely held corpora- 
tion they can take a great deal of profit out in salaries. We all know 
that. Have you any directive, when you get into negotiated bids 
that your auditors can follow? How do you establish on a negotiated 
contract what is or is not a proper cost? 

General Gse_sTeEN. Senator, may I have the professional auditor 
answer that question. I am not familiar with the exact details of it. 

Mr. Peratino. On that particular point, sir, the salaries are based 
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upon services rendered. In other words, if they are silent partners or 
something of that type, that has a bearing on the allowance of salaries. 
Insofar as the extent or any guides or any amounts as to limitation, 
there are none. It is supposed to be what is felt is reasonable in these 
contract executions. 

Senator Symineton. What I was getting at is, do you have any 
regulations or standards you set so that your auditors go in a plant 
with rules they can follow? 

Mr. Peratino. The main guide that we have, sir, would be some- 
thing comparable to what you have in Internal Revenue where there 
is a 20 percent basis in full-time representation in the company itself. 

Senator Symincton. We went through a lot of this in Government 
Operations last year and the year before. When you send an auditor 
into a plant do you send him in with rules so that he can say “I am 
sorry, but this is not right based on the rules.”’ 


NO SPECIFIC LIMITATION ON SALARIES 


Mr. Preratino. No, sir; there is no specified limitation as to what 
a salary may be insofar as contracts are concerned. 

Senator Symineron. The salary would only be part of it. For 
example, what percentage of institutional advertising could be estab- 
lish against Government work as against work he did in private 
business? 

Mr. Peratino. Insofar as Government and private business is 
concerned, it is prorated in accordance with the percentage of business 
in each. 

Senator Symineron. You have a straight proration? 

Mr. Preratino. Yes, unless there is indication where a certain 
officer would be spending more time on private business rather than 
Government business. 

Senator Symineton. I don’t want to belabor it; but, in effect, there- 
fore, you make each auditor who goes into a plant the judge as to 
what are proper profits on these negotiated contracts; is that correct? 

Mr. Preratino. He is the one that makes the determination; yes. 
Actually insofar as contracting, the contracting officer is the one who 
makes the determination as to the amount actually allowable. The 
auditor only recommends what he feels is proper cost. 

Senator SymMineton. So the auditor and the contracting officer are 
the ones who make the decision at that level; is that correct? 

Mr. Peratino. The contracting officer does; yes, sir. 

Senator SymineTon. Does the contracting officer have regulations 
or standards that he operates from? 

Mr. Peratrno. I would say that each one of the technical services 
have their own regulations under which they are covered. 

Senator Symineton. Would you turnish to the committee the regu- 
lations that are sent to a contracting officer with respect to allowable 
cost? 

Mr. Peratino. Yes. I think that is section 15 of ASPR. 


RULES ON NEGOTIATED CONTRACTS 


Senator Symineton. Mr. Chairman, may we for the record have 
the standards, the rules and regulations that are given to the con- 
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tracting officer and the auditor on negotiated contracts with respect 
to what is or is not allowable cost? 

Senator ELLenper. If they have such information. 

General Lawton. I will be glad to furnish that for the record: 

(The information requested follows:) 

The following is an excerpt from a directive issued on April 19, 1957 by the 
Deputy Chief of Staff Logistics to the Chiefs of the Technical Services: 

2. Pending publication of appropriate revision to the Armed Services Procure- 


ment Regulations, the following is the Department of the Army interpretation 
of the determination quoted in paragraph 1 above: 

** “Compensation for Personal Services. Compensation is allowable. The term 
“compensation” includes all amounts paid or set aside, such as pension, retire- 
ment, and deferred compensation benefits, salaries, wages, royalties, license fees, 
and bonuses. The total compensation of an individual may be questioned and 
the amount allowed may be limited; and in connection therewith, consideration 
will be given to the relation of the total compensation to the services rendered. 
Compensation to sole proprietors or partners, however, is allowable only to the 
extent specifically provided for in the contract. Any plan upon which deferred 
compensation benefits are based, other than pension plans shall meet the require- 
ments of the applicable provisions of the Internal Revenue Code and the regula- 
tions of the Internal Revenue Service. Also, the amount allowable under any 
such plan for apportionment to contracts in any one year shall not exceed: : 

* “(7) the amount contributed under the plan for that year; or 

* “(ii) 15 percent of the total compensation otherwise paid or accrued in that 
year to the individuals covered under the plan; whichever is the lower.’ ”’ 


FINANCE ACTIVITIES 


Senator ELLENDER. You may proceed. 

General Watson. C. The next subject is armywide finance activi- 
ties, which would be reduced by $1 million with a major impact in the 
personnel area. This would reduce efficiency in the maintenance of 
financial records and accounts. 

Senator ELLENDER. How much are you getting for that? What is 
the amount allotted for the whole activity? 

General Watson. For the full amount in the armywide finance 
activity, sir, I would like to ask Colonel Ashworth, who is here from 
the Office of the Chief of Finance. 

Colonel AsHwortH. $23,018,000. 

Senator ELLenper. Civilians? 

General Watson. Civilian personnel; yes, sir. 


REDUCTIONS IN COMMUNICATIONS FIELD 


D. The next item, sir, is the reductions in the communications 
field and those will be discussed by the Deputy Chief Signal Officer, 
General Corderman, and those in the intelligence program, as I men- 
tioned earlier, will be discussed by General Weinecke, who is from the 
Office of the Assistant Chief of Staff, Intelligence. 

I want to reemphasize that these arbitrary cuts in an already rock- 
bottom budget put the Army in a position where it cannot use efficient 
methods any further but must resort to makeshift solutions which will 
reduce the use of dollars now at a cost of greater expenditures in the 
future. 

That completes my statement, sir. 

Senator ELLENDER. Who is your next witness? 

General Watson. General Corderman, deputy signal officer. 
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ARMYWIDE COMMUNICATION SERVICES 


STATEMENT OF MAJ. GEN. W. PRESTON CORDERMAN, DEPUTY 
CHIEF SIGNAL OFFICER 


GENERAL STATEMENT 


General CornperMAN. Mr. Chairman and gentlemen, funds in 
project 2551, armywide communication services, are required to 
provide long ‘distance communication facilities between major Army 
installations throughout the world and to operate the Army Photo- 
graphic Agency. The communications facilities consist of the Army 
command and administrative network (ACAN) supplemented by 
special purpose systems. The ACAN system consists of wire, radio 
and microwave communications including circuits and channels leased 
from commercial companies, and furnishes worldwide record and voice 
communication services for the Department of the Army and other 
Government agencies. The traffic load over the ACAN during fiscal 
year 1958 is estimated to be 3 percent higher than in fiscal year 1957 
reflecting the increased activity of a classified agency and additional 
traffic generated by the Army Ballistics Missile Agency and the 
electronic data processing system. 

The funds requested in fiscal year 1958 total $76.3 million as 
compared with an estimated obligation of $62.9 million in fiscal year 
1957 and $50.4 million in fiscal year 1956. These funds are contained 
in three primary expense accounts: 2551.1, armywide communication 
services; 2551.2, armywide photographic agency; and 2551.9, costs of 
operation and maintenance of facilities. The net increase ‘of $13.4 
million in fiscal year 1958 over fiscal year 1957 is accounted for as 
follows: 

In primary expense account 2551.1, the funds requested for fiscal 
year 1958 are $71.4 million, an increase of $13.4 million over the esti- 
mated obligations in fiscal year 1957. The details of this requirement 
are contained in the following categories: 

(1) Operation and maintenance of the ACAN will require $22.3 
million for the pay of personnel, travel, operating parts, and supplies, 
and other expenses relatable to operations. There is an increase of 
$818,000 in this category which consists of $543,000 as the Govern- 
ment’s contribution to the civil service retirement fund and $275,000 
for parts and supplies to handle the increased traffic load. 

(2) Leased circuits will require $13.8 million to provide for leasing 
of circuits over 50 miles in length and certain shorter circuits in the 
United States and overseas areas. The increase of $944,000 in this 
category consists of $168,000 for additional circuits for the Army 
Ballistic Missile Agency, $220,000 for the electronic data processing 
system, $505,000 for a classified activity, and $51,000 for other overseas 
requirements. 

(3) Commercial refiles which provide for payment to commercial 
companies for messages filed with them for delivery to points at which 
no ACAN service is available will require $433,000. No increase is 
required in this category. 

(4) Installation and rehabilitation will require $29.9 million to 
provide new communication facilities and rehabilitate or expand exist- 
ing facilities. The increase of $9.4 million in this category provides 









792 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


an additional $2.1 million for continuation of the implementation of 
the antijamming program, $5.5 million for installation of communica- 
tion facilities, including 2 classified overseas locations, and $1.8 million 
for completion of the installation of the Midwest Relay Station. 

(5) Military affiliate radio systems (MARS) will require $28,000 to 
provide for the operation and maintenance of the Department of the 
Army station of the MARS network. No increase is required for 
fiscal year 1958. 

(6) Department of the Army alternate headquarters plan (DARAH) 
will require $5 million for communications support. The increase of 
$2.3 million in this category provides for the continued implementation 
of the plan to relocate Army headquarters and furnish radio facilities 
for essential circuits to this relocated headquarters. 

In primary expense account 2551.2, provision is made for the oper- 
ation of the Army Photographic Agency which is engaged in the pro- 
duction of still photographs in black and white and in color, passport 
and identification photographs for civilian and military personnel 
assigned within the Military District of Washington, and also main- 
tains the official Department of the Army still-picture library. A 
total of $487,000 will be required during fiscal year 1958, an increase 
of $42,000 over the estimated obligations for fiscal year 1957. This 
increase is due to the Government’s contribution to the civil-service 
retirement fund and procurement of automatic photographic process- 
ing equipment. 

ALLOCATED PORTION OF HOUSE CUT 


Senator ELLENDER. To what extent did the House cut you? Are 
you asking for restoration of any particular item? 

General CorpEeRMAN. The allocated portion of the House cut is 
$6.5 million. 

Senator ELLENDER. Who made that allocation? 

General CorpeRMAN. This was made by the Army. This was not 
a specified cut. 

Senator ELLENDER. What is the total amount involved? 

General CorDERMAN. $76.3 million. 

Senator Ettenper. And that $76.3 million was how much over 
1957? 

General CorpERMAN. 13.4 total. 

Senator ELLENDER. 13.4 more than you had last year? 

General CorDERMAN. Yes, sir. 

Senator ELLENDeER. All right. 

General CorpERMAN. In primary expense account 2551.9 provision 
is made for the overhead costs of administration and maintenance of 
facilities, field maintenance, and other support activities performed 
locally at worldwide installations and facilities in support of armywide 
communications. A total of $4.3 million will be required during fiscal 
year 1958, a decrease of $107,000 from the fiscal year 1957 estimated 
obligations. 

I would like to read an addendum covering the effect of the House 
cut on this particular program. 

Senator ELLENpDER. You don’t have anything to do with intelli- 
gence, do you? 

General CorpERMAN. No, sir. General Wienecke will cover that. 
He will be next. 
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If I may I would like to read the addendum. 
Senator ELtenper. All right. 


EFFECT OF CUT ON COMMUNICATION SERVICES 


General CorpeRMAN. Of the House reduction of $150 million in 
the “Operation and maintenance” appropriation, a reduction of 
$6.5 million would have to be applied to “Armywide communications.” 
A reduction of this magnitude would have a severe crippling effect on 
the Army’s ability to provide communication services for national 
defense and reduce the capability to support the new Pentomic Army 
concept. Specifically: 

(a) We could not adequately support the communications require- 
ments of a United States Army Missile Command and a classified 
agency in proposed new locations overseas. 

(b) We could not procure equipment to transmit command traffic 
in an emergency as well as increased security traffic brought about by 
the expansion of the Army Ballistic Missile Agency, National Security 
Agency, and the rapidly expanding electronic data processing system. 
The present traffic load is already approximately 25 percent in excess 
of that considered full load from the standpoint of good commercial 
communication practices. 

(c) It would reduce the planned communications caused by the 
relocation of commands in the Pacific area. 

(d) It would eliminate teletype terminal equipment for a strategic 
station under construction. 

(e) It would prevent us from leasing communication circuits needed 
by the Army Ballistic Missile Agency and National Security Agency 
to carry on their programs. 

Faced with these risks, the Army requests restoration of these 


funds. 


LEASING BALLISTIC MISSILE AGENCY CIRCUITS OVERSEAS 


Senator ELLENDER. Where you say that it would prevent you from 
leasing communication circuits needed by the Army Ballistic Missile 
Agency, do you mean overseas? 

General CorpERMAN. They are overseas. 

Senator ELLENpER. Did you have any communications set up 
when we had those antiaircraft batteries in the United Kingdom? 

General CorRDERMAN. Yes, sir. 

Senator ELLENDER. What are you going to do with those communi- 
cations? Why can’t you still use them? 

General CorperMAN. We still have Nike batteries replacing those. 

Senator ELLeENDER. However, couldn’t you use those facilities? 

General CorpDERMAN. Yes, sir. 

Senator ELLenpeEr. Is it telephone? 

General CorpERMAN. Yes, sir; radio and telephone. 

Senator ELLENDER. Every cut made by the House affects missiles. 
Is that to try and get people excited over it so that we will have to 
restore the cut? 

General CorpERMAN. This is a new missile command requirement 


overseas. This is not replacing the gun batteries that you were talking 
about before. 
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INTEGRATION OF COMMUNICATIONS 


Senator ELLeNpDER. To what extent do you use the facilities of the 
Air Force and the Navy? 

General CorpERMAN. We have a complete integration of communi- 
cations between the three. 

Senator ELLeENpER. Do you use the same wires? | 

General CorperMAN. Many of our circuits are used by Army, Navy, 
and Air Force. Yes, sir. 

Senator ELLENDER. When you say many, what percentage would 
that be of the total? 

General CorperMAN. Thirty-seven percent. 

Senator ELLenprErR. Thirty-seven percent of the wire service be- 
tween here and—— 

General CorprrMan. Thirty-seven percent of our communications 
in the ACAN communications system, which is the Army worldwide 
communications system, are used jointly by the Navy, the Air Force, 
and the Army. 

Senator ELLENpDrR. What percentage of that communication sys- 
tem is actually owned by the United States, or is that all under lease? 

General CorpERMAN. No, sir. We lease most of our communica- 
tions in the United States. The overseas portion has more govern- 
ment-owned radio; however, there also are some leased communication 
facilities. 

Senator ELLENDER. How about across the Atlantic, for instance? 

General CorpERMAN. All the radio circuits—— 

Senator ELtenper. Is it just radio? You don’t have any cables? 

General CorperMAN. Yes. This is true. We do lease Western 
Union cable circuits over the Atlantic. There are no cables over the 
Pacific. 

Senator EttunperR. Could you give me the total figure for leased 
circuits, how much we pay for leased circuits? 

General Corperman. I will supply that figure. 

(The information requested follows 


ARMYWIDE COMMUNICATION SERvicEs—Cost or LEASED CrRcvuiTs 
Leased circuits will cost $13.8 million in fiseal year 1958. 


Senator ELLenper. All right. 

Are there any further questions? 

Senator Turn. No, Mr. Chairman. You have asked all the 
questions that had come to my mind, so there is nothing left for me 
to ask. 

Senator ELttenper. | didn’t know whether that is a compliment 
or not, but I will take it as one. 

Senator Tuyr. It was intended as a compliment, sir. 

Senator ELLENDER. Thank you. 

Who is next? 
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EVALUATION ACTIVITIES AND MILITARY SURVEYS AND MAPS 


STATEMENT OF MAJ. GEN. ROBERT H. WIENECKE, DEPUTY ASSIST- 
ANT CHIEF OF STAFF, INTELLIGENCE 


GENERAL STATEMENT 


General Wrenecker. I am Maj. Gen. Robert H. Wienecke, Deputy 
Assistant Chief of Staff for Intelligence. 

Mr. Chairman, gentlemen, budget project 2560, entitled ““Evalua- 
tion activities” carries the funds required for the support of the Army 
intelligence program, including the United States Army attaché 
system, the United States Army Intelligence Center at Fort Holabird, 
Md.; counterintelligence activities and various classified activities. 
Project 2570, ‘Military surveys and maps,” carries the funds for 
support of the Army mapping program. 

Army intelligence plays a highly important role in this era of cold 
war and the accompanying race for advantage in the field of research 
and development. 

Our objective is to obtain the most complete and accurate intelli- 
gence information possible in order that we may lay our plans compe- 
tently, expend our research and production dollars wisely and dailies 
our resources efficiently. 

In this connection, I believe it is appropriate to point out that the 
funds expended in these projects are only a small fraction of those 
utilized in much larger programs which rely heavily on the intelligence 
product for guidance. 

For fiscal year 1958 we are requesting $125.1 million, including 
installation support, as against an estimated obligation in the current 
fiscal year of $100 million, that is, an increase of about $25.1 million. 

Senator ELLENDER. When you say $100 million, is that all spent 
for intelligence? 

General W1ENEcKE. Sir, part of it is for equipment used in intelli- 
gence effort, but I would say that it is all to produce information and 
eventually intelligence. 


BREAKDOWN OF EXPENDITURES 


Senator ELLENDER. Can you give us a breakdown of how that 
money is spent? 

General Wienecke. I can do it by activity. That is probably the 
easiest way. The attaché system runs about $2.5 million. 

Senator ELLeENpER. Attaché system? You mean at each Embassy? 

General Wienecke. No, sir; that is the worldwide attaché system, 
some 69 different stations. It costs about $2.5 million to run that 
activity. Is that what you had in mind? 

Senator Ettenper. I asked about your attaché system. You 
mean your officers at various embassies? 

General Wrenecke. Yes, sir. 

Senator ELLENDER $2.5 million? 

General WIENECKE. Yes, sir. Then we have our centralized intelli- 
gence activity which runs about $3 million. We have a very important 
classified activity which runs about $27 million. Our technical intel- 
ligence service, that is, all of the several technical services, runs about 
$20 million. The other is for our continental and overseas field activi- 











796 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


ties. That runs about $7 million. Then there are some miscellaneous 
small projects. 

That is about $81 million together with installation support of $15 
million. The balance is made up in the Army Map Service, which is 
project 2570, and that totals about $44 million. I think that would 
come pretty close to being $125 million. 

Senator Etutevper. That is what you requested? 

General WIENECKE. Yes, sir. 

Senator ELuenper. Is that the amount that the Army will provide 
for you? 

General WiENECKE. Yes, sir. 

Senator Ettenper. After the overall budget was made up. 

General WIENECKE. Yes, sir. 


HOUSE CUT 


Senator ELLENDER. How much did the House cut you? 
General Wienecke. Our proportionate share will run $10,358,000. 


COOPERATION WITH CENTRAL INTELLIGENCE 


Senator THyr. Mr. Chairman, at that point may I ask this 
question? 

How closely do you work with Central Intelligence? 

General WieNECKE. May I use the expression “hand in glove’’? 
We coordinate with them very closely, sir, through the intelligence 
advisory committee. 

Senator Tuye. Is that also true of the Navy and the Air Force? 

General WieNnEcKE. Yes, sir. They are all members. 

Senator Tuyr. Could you make use of Central Intelligence entirely 
and rely on their information? 

General Wienecke. I think, sir, you will find their mission is a 
little different from ours. They get more into the field of political, 
economic, et cetera, whereas we try to deal mostly with military 
hardware. 

Senator Tuyr. Do you find yourself in conflict at any time? 

General Wieneckr. There may be a minor overlapping, sir, but 
we feel that a lap of small proportion is better than a gap. 

Senator Toys. Thank you, that is all, Mr. Chairman. 


INTELLIGENCE EXPENDITURES BY SERVICES 


Senator ELLENpER. Have you any idea how much is spent by the 
other two services in intelligence? 

General Wienecke. No, sir; I do not. 

Senator ELLENDER. General Moore? 

General Moore. I can put it in the record at this point. I don’t 
have it right now exactly. 

Senator ELtenper. That is for the three services, excluding CIA, 
of course. 

General Moore. Yes, sir. 

(The information requested follows: ) 
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OPERATION AND MAINTENANCE 


Intelligence costs, attaché systems (excludes military personnel costs)—estimate, 
fiscal year 1958 


eperaens Gf Cae Asay: --. 1. beaed eae iesneyeeenaunes $3, 349, 000 
peoertment of the Navy. 2.2025 20iLek see A te a 1, 932, 000 
Bepertment of the Air Force... ~.<<- <n-sessiesa- sucnenduene -- 2,579,000 


CLASSIFIED EQUIPMENT REQUIREMENTS 


Senator ELLENpDER. Proceed. 

General Wrenecker. A substantial portion of this increase is at- 
tributable to classified equipment requirements, i. e., end items to be 
purchased in the United States, primarily for newly developed com- 
munications security equipment in support of a national program and 
for replacement of other outmoded equipment. 


CIVILIAN CAREER PLAN 


In addition the budget reflects continuation of a civilian career plan, 
implemented in fiscal year 1957, designed to improve the collection 
and analysis of positive intelligence information and provide con- 
tinuity to the counterintelligence program. 

It also provides for increased operational costs of the Army mapping 
program. 

Major increases in requirements for fiscal year 1958 over fiscal year 
1957 are as follows: $0.6 million for the civilian career program; $8 
million for a highly sensitive classified activity, primarily for classified 
equipment; $8 million for the Army communications security mission, 
primarily for equipment; $1 million for increased emphasis on roduc- 
tion of technical intelligence by all technical services; $2 million for 
mapping activities, primarily to cover increased cost of operations, 
including consumer funding; $3 million for increased cost of install» 
tion support; $2 million for civil-service retirement deductions. 


ADVERSE EFFECTS OF HOUSE CUT 


The House reduction of $150 million in the operations and mainte- 
nance appropriation as applied to the intelligence program would have 
serious implications with respect to evaluation activities and the mili- 
tary surveys and maps. A reduction of the magnitude of $10,358,000 
would have the following adverse effects. 

There would be a reduction of $4,350,000 in funds for a highly 
sensitive classified activity. This would mean the equipment abso- 
lutely necessary to gain knowledge of the characteristics of certain 
weapons of alien powers would be eliminated. This would have a 
resultant impact on the Army’s research and development program 
which is utilizing the intelligence obtained by the equipment in con- 
nection with the development of our own weapons systems and counter 
measures. The reduction would also have the effect of requiring the 
elimination of civilian personnel used to perform routine but essential 
support activities and their replacement with military personnel. 

Funds for technical service intelligence would be reduced by 
$4,350,000 which would result in the procurement of Army communi- 
cations security equipment being materially reduced. This equip- 
ment, which is the result of a multimillion dollar research and develop- 
ment program of the National Security Agency, is designed to improve 








798 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


efficiency, increase security and in some instances reduce operating 
costs of worldwide communications. 

This reduction will delay our program. It won’t stop it, but it 
will just slow it down in getting our 100 percent fulfillment of it. 

There would also be a material reduction in the capability of tech- 
nical service intelligence agencies to produce intelligence staff studies, 
strategic planning studies and analysis of foreign weapons and equip- 
ment, as well as in the Army’s contributions to the National Intelli- 
gence Survey published under the direction of the National Security 
Council. ; 

ADVERSE IMPACT ON MISSILE FIELD 


The reduction of $1,658,000 in mapping funds which provide maps 
and data for all services would have a direct adverse impact on the 
ballistic missile field in the face of increased requirements of the serv- 
ices for accurate mapping data. mapping of new areas, some of them 
of vital importance, would be reduced and continuation of mapping 
currently in progress would be curtailed, but it would not stop the 
program. However, we try to get along with it. We have been 
delayed from year to year. This will just delay it some more. To 
have the maps required for new weapons means that we must continue 
and intensify our efforts in this field. 

In view of the adverse effects of the proposed reduction as dis- 
cussed above, restoration of funds in the amount of $10,358,000 is 
requested. 

Senator ELLeENDER. The total amount that you are spending in that 
highly classified department is $27 million. 

General WIENECKE. Yes, sir. 

Senator ELLeNpER. That part would suffer by a reduction of $4.3 
million. 

General WIENECKE. Yes, sir. 

Senator ELtenper. How much did you get last year for this highly 
classified activity? 

General WieneckKe. $18.6 million. 

Senator ELuenpER. So with a cut of $4.3 million you still have 
approximately $5 million more than you had last year? 

General WieNEcKE. Yes, sir. 

Senator Etuenper. What about the other $4.3 million? What 
program absorbed that cut? 

General Wienecke. From another program which had $11.1 million 
last year and $20.2 this year. 

Senator ELLENDER. So that even if a cut is taken you would still 
have more money than you had last year? 

General Wienecke. Yes, sir; that is quite true. 

Senator ELLeENpER. What about the $1.6 million cut? 

General Wienecke. We had $40 million last year and we want $44 
million this year. 

Senator ELLENDER. $41.5 million is estimated for 1957 and that 
will cut it back to just about the same. In other words, you would 
get the same money with that cut? 

General Wienecke. We won’t get the same results because there 
are added expenses. 

Senator ELLeENpDER. I understand that. You could spend $100 
million for this if you had it. 

General Wrenrecks. We could go further, yes, sir. 
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PRIOR YEAR APPROPRIATIONS 


Senator THyr. Mr. Chairman, if I might at this point, you have 
broken it down in various amounts by functions. You have $125.1 
million in this request. What was it in 1956 and 1957, if you have 
those figures? 

General Wrenrcke. It was $92 million in 1956, and $100 million 
in 1957 and $125.1 million is requested. Part of this is because of the 
difference in our present accounting system and there have been cer- 
tain items put into this which used to be carried in another fund, as, 
for example, procurement of miscellaneous supplies, operation and 
maintenance of facilities, so that some of that was carried in another 
account and we didn’t get the benefit of it. We got it in another way, 
but we now show it in our own program, which we think is the clear 
way of showing it. 

Senator ELLeNpDER. Any further questions? 

If not, we thank vou very much. 

General Wienecke. Thank you. 

General Lawron. The next witness is Mr. John Codd, program 
2700 in the “Operations and maintenance.” 


JOINT PROJECTS 


STATEMENT OF JOHN E. CODD, OFFICE, DIRECTOR OF ARMY 
BUDGET, OFFICE OF THE COMPTROLLER OF THE ARMY 


GENERAL STATEMENT 


Mr. Copp. Mr. Chairman and gentlemen, it is a privilege and a 
pleasure to appear before you in order to discuss the current status 
and to present the estimated dollars required for the planned opera- 
tions of this program during fiscal year 1958. 

Budget program 2700, joint projects provides for the operation and 
maintenance support required not only of principal tasks or missions 
of the Department of the Army, but for support of projects over which 
the Army exercises little or no control. Briefly the latter encom passes 
the broad areas of interservice and departr entwide activities for which 
the Army has been assigned the administrative or carrying agency 
responsibility. 

he estimate for fiscal year 1958 has been dev eloped both within the 
Army staff and by directive of higher authority to incorporate amounts 
for specific projects as approved by the Secretary of Defense. 

Grouped within this program are such activities as the National 
War College; Armed Forces information and education program; 
Industrial College of the Armed Forces; international activities, 
including furtherance of national policy with respect to Inter-Ameri- 
can relations and Department of the Army’s prorata share of support 
of interdepartmental and intergov ernmental agency groups; operation 
of two joint headquarters, located in Europe and ¢ ‘aribbean areas; and 
special classified projects. 

The National War College located at Fort Lesley J. MeNeir in 
southwest W ashington is a joint educational institution operating 
under the direction of the Joint Chiefs of Staff. It is solely an educa- 
tional institution and as such it does not engage in investigations, 
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studies, or departmental activities which would place it in the status 
of a staff agency or executive agency of the Joint Chiefs of Staff or any 
governmental department. 


MISSION OF WAR COLLEGE 
The mission of the college is: 


To conduct a course of study of those agencies of Government and those military 
economic, scientific, political psychological, and social factors of power potential, 
which are essential parts of national security in order to enhance the preparation i 
of selected personnel of the Armed Forces and State Department for the exercise 
of joint and combined high-level policy, command and staff functions, and for the 
planning of national strategy. 


Instruction is by an integrated faculty of military and civilian 
experts and by lectures and discussions by outstanding authorities. 
These are normally 132 full-time members of the class allocated by 
the Joint Chiefs of Staff and selected by the heads of the departments 
and agencies concerned, 34 each Army, Navy (including Coast Guard 
and Marine Corps), Air Force; 18 Foreign Service and departmental 
officers of the State Department; 4 Department of Defense; 3 United 
States Information Agency; 3 Central Intelligence Agency; and 1 each 


from the National Security Agency and the Department of Commerce. 
In the academic year, covered by this budget, 1957-58, it is antici- 
pated the proportions will be approximately the same. The current ! 


class numbers 133. The fiscal year 1958 estimate totals $1,073,000. 
Of this $495,000 has been included to support the operation and 
maintenance of facilities of Fort Lesley J. McNair. In prior years 
this requirement has appeared in budgets submitted by agencies 
other than the National War College. 
The budget requirements for the operation of the college totals 
$578,000 which includes $63,050, over and above fiscal year 1957 
requirements. Major areas in which these increases are required are: 
Personal service, $17,750; travel, $12,200; supplies, $6,700; and \ 
| contributions to civil service retirement, $26,400. 


ARMED FORCES INFORMATION AND EDUCATION 


The Office of Armed Forces Information and Education was estab- 
lished to coordinate the efforts of the military departments in the | 
fields of information and education and to provide common materials 
and services for use in these programs. The information phase of the 
program is to develop on the part of each service individual, a greater 
appreciation for and understanding of our form of government, the 
missions of our Armed Forces and their relationships to each other, 
and a thorough understanding of his role in the Military Establish- 
ment. 

To achieve these purposes, we use all possible information media— 
books, pamphlets, newspapers, posters, motion pictures, radio, and 
television. ‘The education phase is designed to provide all members 
of the Armed Forces with the opportunity to study during their off- 
duty time those subjects normally offered by civilian educational 
institutions. This opportunity has been made available because we 
feel that it is important to the Nation as a whole for an individual to 
continue his formal education while in the service. Equally im- 
portant, our experience has shown, participation in this program 
makes the individual more valuable to his particular service. For 
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fiscal year 1958 we are requesting $7,800,000 to carry out the objec- 
tives of this activity. This represents an increase of $147,000 over 
our estimate for fiscal year 1957. Of this increase $115,000 is required 
for the Government’s contribution to civil service retirement fund. 


INDUSTRIAL COLLEGE 


The Industrial College of the Armed Forces has the mission of 
preparing senior military officers and selected civilian personnel for 
high-level assignments within the national and international security 
structure. While it is a military school, the primary field of study 
is the civil economy and its defense functions in both peace and war. 

To achieve its educational mission, the college conducts three 
courses, the resident course, the correspondence study course, and the 
national resources conferences. Approximately 145 students graduate 
from the resident course each year. The class is normally composed 
of 120 officers from the Navy, Army, Air Force, and Marine Corps. 
About 25 civilians, usually grades GS-14 to GS-16, are admitted 
from various Government agencies such as the Departments of State, 
Commerce, Defense, Labor, and Interior, Office of Defense Mobiliza- 
tion, Atomic Energy Commission, and others. They are key people 
who are expected to give the Government maximum value from the 
education they receive. The correspondence study course is titled 

“Emergency Management of the National Economy.” The subject 
matter covered is similar to that of the resident course. The course 
is open to Regular, Reserve, or National Guard officers of all military 
services, including the Coast Guard. Civilians who might reasonably 
be expected to hold key governmental or industrial positions in time 
of a national emergency are also eligible to enroll. The national 
resources conferences are 2-week conference courses conducted by 
teams of instructors from the Industrial College. Conferences are 
\ conducted in 16 important industrial population centers each year. 
These conferences are highly condensed versions of the resident 
course. They are citabded primarily for Reserve officers, of all 
services, whose attendance serves as a 2-week active-duty tour. Also 
eligible for these courses are local civilian leaders of industry, business, 
| labor, education, and civic groups. The college is asking for $691,000 
for fiscal year 1958, an increase of $91,000 over fiscal year 1957. 
| This increase is due to the following additional costs; $54,000 to 
finance 1-time program of analysis and evaluation of the curriculum 
content and method of presentation; $28,700 for contribution to 
civil-service retirement; and $7,000 for conversion of 2 military 
enlisted positions to civilian. 


INTERNATIONAL ACTIVITIES 


Under “International activities’ funds are requested to (1) enable 
the Secretary of the Army to adopt such measures as he may deem 
necessary to further national policy with respect to inter-American 
cooperation. The planned operations will support 17 Army missions 
in Latin America; the Joint Brazil-United States Military Commission; 
training activities of the Latin American division of the United States 
Army Caribbean school in Panama Canal Zone; visits to the United 
States by important Latin American military officials and official 
visits by United States Army officers to Latin America; translation 
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and publication of training documents; and representation of appro- 
priate oversea, Zone of Interior commanders, and Department of the 
Army officials, and (2) operation of other Army missions, including 
those established in Iran and Liberia; and the Army’s pro rata support 
of interdepartmental and intergovernmental committees as approved 
by the Secretary of Defense. 

For fiscal year 1958 we are requesting $5,333,000 which, compared 
to fiscal year 1957 estimate of obligations, represents a decrease in 
requirements of $1,001,000. This decrease is attributable to the reduc- 
tion in the Department of the Army’s pro rata share of support for a 
classified activity from $4,391,000 estimated for fiscal year 1957 to 
$3,390,000 estimated for fiscal year 1958. 

The joint headquarters project provides for the expenses incident 
to the operation of two such headquarters geographically located in 
the European and Caribbean areas. For fiscal year 1958 we are 
requesting $2,538,000 which represents a decrease of $775,000 when 
compared to the fiscal year 1957 estimate of $3,293,000. This reduc- 
tion is attributable to the deletion of support for the joint headquarters 
in Japan starting in fiscal year 1958. 

The remaining projects under this program are of a classified nature 
and we are prepared to discuss the requirements in an executive 
session should the committee so desire. 

In summation, the fiscal year 1956 obligations for the total program 
are $99,114,818; for the current fiscal year 1957 the estimated obli- 
gations are $129,383,000; for the budget year of 1958 the Army is 
requesting $154,300,000. A comparison of the 3 fiscal years reflects 
an increase of $30,268,182 between 1956 and 1957, and an increase of 
$24,917,000 between 1957 and 1958. The reflected increase $24,- 
917,000 for 1958 is attributable in the main to classified projects for 
which the Army has included specific amounts, in accordance with 
instructions of higher authority. 

The bill, as reported and passed by the House of Representatives, 
identified reductions in program 2700—joint projects of $54,000 for 
Industrial College of the Armed Forces and $3,390,000 for MSTS re- 
serve fleet costs. 

With respect to the $54,000 requested to finance a program of 
analysis and evaluation of the college’s curriculum content and meth- 
odology of presentation, it is well to consider that any educational 
institution, military or civilian, to remain abreast or ahead of the 
demands that will be placed on its graduates must periodically or 
continuously reevaluate itself. This is particularly true of military 
institutions, for they are confronted with the problem of reflecting 
accurately the repidly changing concepts and practices of war and 
preparation for war that have been brought about as a result of the 
impact of advancements in science and technology. 

The general purposes of the project are to collect and analyze 
information which will permit the most precise description possible 
of the demands of the various types of assignments to which graduates 
of the college are sent; to secure and analyze data which will increase 
the efficiency of the college in achieving its purposes; and to establish 
procedures in the college for continuous evaluation and modification 
by the resident staff. 

Some related aspects of the project, such as analysis of student 
capability and the application of up-to-date education techniques, 
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are already underway. However, the present faculty does not have 

among its members individuals who are trained in research in the 
various scientific disciplines which will be utilized in the study for 
which funds are requested. In view of the fact that the college is 
the only institution in the Nation, civilian or military, that concerns 
itself with the economic aspects of national security, it is of the utmost 
importance that the objectives of the college be stated as precisely as 
possible, and that every available resource or technique be used to 
achieve these objectives in an efficient way. Therefore, it is requested 
that favorable congressional consideration be given to ‘this project. 


MILITARY SEA TRANSPORT SERVICE 


The elimination of $3,390,000 will preclude the Army from reimburs- 
ing the Military Sea Transport Service its pro rata share of support 
for the Strategic Reserve Fleet, as directed by Office, Secretary of 
Defense. While on the surface the reduction appears to be cut and 
dry, it is desired to advise the chairman and members of this com- 
mittee that in all probability the Army will still be billed by MSTS 
and directed by Office, Secretary of Defense, to support subject fleet. 
Therefore, the Army will be placed in the untenable position of hav- 
ing no funds appropriated for the requirement and will be forced to 
finance such support by im pairing the operations of other programs. 

In addition, a proportionate share of the unspecified reduction 
included in the $150 million applicable to the appropriation ‘‘Opera- 
tions and maintenance”’ will decrease by $6,641,000 support of Office, 
Secretary of Defense activities for which the Army has been desig- 
nated as carrying agency. This reduction, as in the area of Army’s 
pro rata financial support of the Reserve Fleet, will again have a two- 
fold effect on the Army’s operations. In the first instance, the Army 
will be unable to provide from specific appropriated funds the magni- 
tude of support as directed, and secondly should the Army be directed, 
subject to review of these classified projects at levels higher than 
Department of Defense, to finance such requirements, such financing 
can only be provided by decreasing the funding support and concur- 
rently impairing operations of other Army programs. 

Senator Hriu. You have a $30 million cut, is that it, under the 
figures as agreed on by the House? That is $30 million under what 
you had for the present fiscal year, is that right? 


SPECIFIC REDUCTIONS 


Mr. Copp. No, sir. As a result of the House action there were 
two specific cuts. One was for $54,000 for a program of analysis and 
evaluation of curriculum and methodology of the Industrial College 
of the Armed Forces and the other was a $3,390,000 cut applied 
to the MSTS reserve fleet. The difference between that and the cut 
as it is now assessed represents the proportionate share of the un- 
specified reductions in accordance with the House committee report, 
the total of which is $6,641,000. This cut has been applied in the area 
of the classified activities of the S Secretary of Defense Office. 

Senator ELLENDER. What was the reduction? 

Mr. Copp. Under the 1958 submission to the House? 

Senator ELLENDER. Yes. 

Mr. Copp. The cut under the 1958 submission was $10,085,000. 
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Senator ELLeNpER. Out of how much? 

Mr. Copp. Out of a request of $154,300,000. 

Senator ELLENpeR. As in other instances, that was the portion you 
had to absorb of the total cut? 

General Lawton. That is correct, sir. It was necessary to take 
this $150 million and apply it where we thought it would hurt the least. 

Senator Etuenper. All right. Are you through? 

Mr. Copp. Yes, sir. 

Senator ELLENDER. Where will you apply those reductions should 
the Senate agree with the House? 

Mr. Copp. The specific House cuts were in two areas, $54,000 
against the proposed contract for the analysis of the curriculum content 
and methodology of presentation of the Industrial College of the 
Armed Forces and the other specific cut was the $3,390,000 applied to 
the Army’s pro rata share of support to the MSTS reserve fleet. 
These were specific cuts and we are requesting restoration of both. 
The balance of the cut of $6,641,000 represents the pro rata share of 
the $150 million cut, and as directed in the House committee report, 
a certain share or percentage of this cut has been applied to the classi- 
fied areas. The classified areas under this program are under the con- 
trol of the Secretary of Defense. 

General Lawton. Mr. Chairman, this is the program that I men- 
tioned earlier that the Army is largely a carrying agency for the De- 
partment of Defense. These are not Army activities, but defensewide 
activities, and the House committee especially stated that the com- 
mittee desires to make it perfectly clear that a proportionate amount of 
the general reduction shall be applied to these activities for which the 
Army has been assigned as carrying agency. 


TOTAL CIVILIAN EMPLOYEES 


Senator ELLENDER. What percentage of the employees are civilians? 

Mr. Copp. In this program we have an end strength of 11,319 
employees, an average man-year figure of 11,152. The dollar figure 
is $56,378,000. 

Senator Ettenper. All right. That is quite an army in itself, 
isn’t it? 

Mr. Copp. Quite, sir. 

Senator ELLenpER. Thank you. 

General Lawton. That completes the “Operation and mainte- 
nance” appropriation, Mr. Chairman. The next appropriation we 
would like to discuss is the ‘‘Reserve personnel, Army.” 
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RESERVE PERSONNEL, ARMY AND OPERATION AND MAINTENANCE, ARMY; ARMY 
RESERVE AND RESERVE OFrriceR CANDIDATES (ROTC) 


STATEMENTS OF MAJ. GEN. PHILIP F. LINDEMAN, OFFICE, CHIEF, 
UNITED STATES ARMY RESERVE AND ROTC 'AFFAIRS; MAJ. 
GEN. WILLIAM S. LAWTON, DIRECTOR OF ARMY BUDGET, 
OFFICE, COMPTROLLER OF THE ARMY; AND MR. B. E. PETHTAL, 
OFFICE, CHIEF, UNITED STATES ARMY RESERVE AND ROTC 


AFFAIRS 
RESERVE PERSONNEL, ARMY 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 





1. Army Reserve nn A ibicde nl pubhaiss ale lasacaee $110, 903, 936 | $168, 410,000 | $190, 946, 000 

2. Reserve Officers’ Training Corps.-............-.------. 13, 938, 674 15, 590, 000 16, 054, 000 

IIIS | 5. sncinsnigthasd~ i pdee~ disnendet ..| 124,842,610 | 184, 000, 000 207, 000, 000 
Financing: 

Comparative transfers from (—) other accounts. -._.-.-_-- Sh ee neers) SET ee ee ee 

Unobligated balance no longer available ~ aie ochianiaade 16, 749, 351 3); Ga Gee t....-~-...c. 








DEO oie i cavigiac Dp adevssaesnme hance -| 141, 589,000 | 215, 000, 000 207, 000, 000 








GENERAL STATEMENT 


General LinpemMan. Mr. Chairman and gentlemen, my purpose 
today is to present the budget of the United States Army Reserve 
and Reserve Officers’ Training Corps for fiscal year 1958. The 
“Reserve personnel, Army” budget includes direct military personnel 
costs of pay, travel, subsistence, and clothing for the two programs. 

The Army has dedicated itself to fulfill the compelling and critical 
need for the Army Reserve to be fully manned, trained, and equipped 
in order that it may be prepared to meet its mobilization requirement. 

This budget provides active duty and Reserve duty training for an 
entering strength of 255,900 persons and an end strength of 297,000. 
It provides training at Army service and Army areas schools, com- 
mand post exercises, and nuclear warfare, guided missiles, other 
special training tours. The majority of these activities are being 
maintained at the fiscal year 1957 level. 

It provides for enlistment into the program of 30,540 young men 
and contemplates that 50,000 men released from active military 
service after August 9, 1957, will be assigned to troop program units. 


6-MONTH TRAINING PROGRAM 


The budget includes funds for the entry into 6 months’ training of 
42,585 enlisted men. In the officer category, 5,000 commissioned 
ROTC graduates excess to active Army needs will be ordered to 
6-month tours of active duty for training. 

During the 20 months from enactment of the Reserve Forces Act 
of 1955 on August 9, 1955, until April 30, 1957, the Army Reserve 
experienced a net strength increase of 118,544 in the combination of 
men in drill pay strength and in the 6-month training phase. 
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Drill pay status gains for the first 10 months of fiscal year 1957 
were 70,368. As of April 30, we had 267,708 officers and men in 
drill pay status plus 14,040 taking 6 6 months of training. 

Of the 14,040 officers ‘and enlisted personnel, 494 were commissioned 
ROTC graduates who had been participating in Reserve duty train- 
ing with units prior to entry on 6 months’ training and who will 
return to their units upon completion. 

Not included in the 14,040 but also taking 6 months of training on 
April 30, 1957, were approximately 3,600 commissioned ROTC gradu- 
ates who entered directly into 6 months’ training. 

The entry of such officers into unit training upon completion will 
depend upon their proximity to units, vacancies within the units, and 
availability of drill pay ceilings. 

Mr. Chairman, at this time I have been asked to explain the impli- 
cations of the 6 months’ training program, and to do that I would 
like to refer to a chart which I think will explain our problem in the 
6 months’ training program. 

You will note we said we would train 42,585 people in the fiscal year 
1958 6 months’ program. You will also note that when this budget 
was made up, which is in the blue on this chart it indicated we would 
take into 6-month training 920 in April, 1,525 in May, and 8,979 in 
June. 

We began to get a rise in the 6-months’ training program in March. 
Instead of 920 in April, we got 6,471; instead of 1,525 in May, we 
got 7,140. In June we budgeted 8,979 and are getting 17,355. 

That is ac ‘tually what is happening i in our program. 

The result is that we will have less accessions directly into the 6 
months’ program during fiscal year 1958, because it must be pointed 
out that when your budget is 8,979 for June and you obtain a figure of 
17,355, you must pay them for 5 months from fiscal year 1958 money. 
The June man must be paid for 5 months in fiscal year 1958 money 
and the May man for 4 months in fiscal vear 1958 money, and so on. 

I believe this shows you why we have to curtail the program in 
fiscal year 1958. Is there any question? 

Senator ELLENDER. Do you have a copy of the chart that may be 
placed in the record at this point? 

General LinpDEMAN. Yes, sir. 

Senator ELLENDER. We would like to have that for the record. 

(The information requested follows:) 


Budgeted and actual enlisted input into 6 months active duty for training 











| Budgeted Actual ! 
Fiscal year 1957: 
January 1957__- 1,620 1, 798 
TUE i. a keke loan kth ba thin Leet tecwddica dette ed Laddeie tea 1,340 2, 765 
March siden cinkel + ingle einen 1, 060 4, 330 
en ek dis artlvced gugmtenee ceamtre we aero 920 6, 471 
RR CNELS. . Se) at aan dbakeihikwsd dbebdacndd ick 1, 525 27,140 
Eels a icnaaee 8, 979 317, 355 


1 Indicates month in which stated number bezan their 6 months of active duty for training. 
2 Preliminary. 
3 Estimated. 
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REASONS FOR POPULARITY OF ACTIVITY 


Senator ELLENDER. General, what makes this activity so popular? 
1 am wondering because of the rise in the en!istments. 

General LinpeMAN. We feel that there are two reasons, Senator. 
One is that we have been working on this for 20 months in the Army 
itself, and this goes down to the grassroots level effort of the unit 
commander. 

Secondly, we have to admit that the training program hit the 
headlines a few months ago and made everyone even more conscious 
of the fact that there was such a program. Many investigated it 
and found it had a lot of merit. 


ORIGINAL ESTIMATE OF PROGRAM COST 


Senator ELLeNpDER. For the program as you devised it, your own 
estimates, how much did you ask for fiscal year 1958? 

General LinpEMAN. Fiscal year 1958? 

Senator ELLENDER. Yes. 

General LINDEMAN. Mr. Pethtal, are those available? 

Mr. Perutau. $207 million was our President’s budget request. 

Senator ELLeNpER. And the House cut you back? 

General LinpEMAN. No, sir; they restored the $10 million. 

Senator ELtenper. If we followed the House, you would get all 
of your original estimate? 

General LinpEMAN. That is correct. 

Senator ELLENDER. How much more money would it require to 
take care of all of the men who would desire to be enlisted in this 
program? 

General LinpEMAN. Sir, I can only speak for the Army Reserve. I 
must point out that with this program was first running an average of 
2,500 to 3,000 a month, it went up to about 6,000, and then moved 
into the 9,000 bracket. 

Before it was stopped, it was running about 12,000 a month. This 
is a tremendous number of people; but for a middle-of-the-road pro- 
gram, my personal opinion is that it would take about 20 million 
additional dollars in the Reserve over and above that which we have 
asked for. 

Senator ELLeNpER. That would take care of the requirements you 
feel are necessary? 

General LinpEMAN. Yes, sir, as far as Army Reserve is concerned. 
However, we must point out that this has an implication in active 
Army fund requirements. 

General Lawron. It would be about a similar amount required in 
the operation and maintenance appropriation to pay for the upkeep 
of these young men while they are in training for 6 months. 

It costs about that much for a 6 months’ period. 

Senator Hitt. Do you mean 40 million? 

General LinpemMan. Yes, sir. The ‘Reserve personnel’ appropria- 
tion merely pays for the pay, clothing, subsistence, and the travel of 
these men. Their actual upkeep while they are in training is paid by 
the Active Army appropriation. 

Senator ELLENDER. Are there any further questions? 

Senator Hitt. Let me ask you this question. 

Senator ELLENDER. Senator Hill. 





» 


808 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Senator Hitu. You spoke about stopping at a certain figure. Did 
you stop there for lack of funds? 

General LinpeMan. We stopped because if we had continued we 
would have had nothing left for fiscal year 1958. 

We would have bitten so hard into our fiscal year 1958 funds that 
we would have had no program at all in 1958. 

Senator Hinu. In other words, you would have been able to have no 
accessions in 1958? 

General Linpeman. That is right. 


12,000 TARGET FIGURE 


Senator Hii. So you stopped at the 12,000 figure? 

General Linpeman. We stopped all recruiting as of May 15 in 
order not to stop this program entirely in fiscal year 1958. 

Senator SarTonsTauu. May I ask this question: If we were to cut 
back some 10,000 of the Regular troops which, we are told, would be 
the amount we would have to cut back, or cut back 72,000 for travel- 
ing, you also would carry Reserves that are coming in and coming in 
in increased amounts, and would they be helpful to take that place? 

I think you said it was 20 million more to keep them coming in. 

Suppose we cut that to 10 million. What would be the effect of it? 

General Linpeman. Are you asking my personal opinion? 

Senator SALTONSTALL. Yes, sir. 

General Linpeman. I would say it would affect this program. 

Senator SALTONSTALL. You mean it would affect 

General Linpeman. The Reserve program, because there is a 
tremendous need for trainers and other expenses of supporting this 
program in the active Army. 

Senator SaLtTonstALu. In other words, if you cut back $10 million 
the Reserve Army would also suffer, because it would not be enough 
more to train them? 

General LinpEMAN. It would cut them back and we would not have 
enough of the critical personnel we need. 

Senator ELtenper. Are there any further questions? 

Senator Hitu. The truth of the business is—excuse me for inter- 
rupting—that the figure really should be $40 million, not $20 million. 





OPERATION AND MAINTENANCE 


General LinpeMan. Yes, sir. The second portion which is of con- 
cern is the O. and M. 2600 funds. Out of this we ask for an increase 
in equipment. In the past the Army Reserve has never had the 
opportunity to put the tools of the soldiers into his hands. 

We have stepped out in the direction of equipping individual 
reservists with the tools of their trade. 

That includes different types of equipment such as steel helmets, 
foul weather equipment, trench knives, and similar individual equip- 
ment that we want to get into their hands. 

Senator ELLENDER. How much is this reduction? 

General Linpeman. This reduces our ability from about 90 percent 
of the equipment in the hands of the reservists to about 67 percent. 

Senator ELLENDER. How much were you allowed? 

General LinpeMANn. We have $89 million in the mission money. 
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Senator ELLENDER. $89 million, and you took off how much? 

General LiInDEMAN. $4,250,000. 

Senator ELLENDER. What did you get last year? 

General LrinpemMaNn. Approximately $71 million, was it not? 

Mr. Perutau. It was $71,517,000. 

General LinpeMAN. And the $21 million is to increase—— 

Senator ELtenpER. Even with $4,250,000 less, you still have more 
than you received last year. 

General Linpeman. Yes, sir. But it would still prevent us from 
carring out this new equipment program that we need so urgently in 
the Army Reserve. It reduces our ability to supply sufficient 
equipment. 

Senator ELLeNpDER. Can you not wait? 

General LinpeMan. We have been going too slow for several years. 

Senator ELLeNDER. You have made quite a jump from $71 million 
to $106 million, as the original amount, and if it is cut by $4% million 
as was suggested by the Army. 

General LinpuMan. The only comment I can make is that we will 
have the inability to buy this equipment for the soldiers if there is a 
reduction of $4,250,000. 

In other words, the whole idea has been to effectively train the 
soldiers and have them ready for any mobilization that might happen. 

The reason we stepped out into this was because we never had the 
ability to get this equipment into the hands of the reservists. 

Senator ELLeENDER. You may proceed with your statement. 


DRILL PAY STRENGTH 


General LinpEMAN. Although the drill pay strength as of April 30 
exceeds the 255,900 budgeted for June 30, 1957, transfers of enlisted 
personnel from drill pay status into 6 months of training during May 
and June should more than offset gains and decrease the drill pay 
strength to approximately 255,900 by June 30, 1957. 

The past year was most successful for the Army Reserve, and it 
appears that this year we will even surpass the result obtained in 
fiscal year 1956. 

RESERVE OFFICERS’ TRAINING CORPS 


Programwise, the Reserve Officers’ Training Corps is at approxi- 
mately the same level as last year. The budget shows that 143,980 
students will be enrolled in the senior division with 30,178 thereof in 
the officer-producing advanced course. 

A total of 14,153 advanced-course students will attend summer 
camp in July 1957, and 14,718 in June of 1958. It is estimated that 
13,500 second lieutenants will be commissioned during 1958. 


SUPPORTING COSTS FOR ARMY RESERVE AND ROTC 


Budget program 2600 of the “Operations and maintenance, Army” 
appropriation includes direct supporting costs for the Army Reserve 
and ROTC programs. 

Of the $106,200,000 request, $89 million is for mission-type expenses, 
as we mentioned a moment ago; and $17,200,000 is for installation 
support and is shown as “‘Costs of O. and M. of facilities.” The fiscal 
year 1958 increase over fiscal year 1957 is $31,808,000 in mission 
expenses and $2,875,000 in installation support. 
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MISSION EXPENSES 


My discussion will cover only mission expenses since installation 
support-type expenses will be discussed separately as a package for 
the entire Army. 

Now, $31,472,000 of the $31,808,000 mission increase is for the 
Army Reserve and only $336,000 is for the ROTC. Of the $31,472,000 
the significant elements of increase are $21,459,000 for procurement 
and shipment of TOE and TD equipment; $1,985,000 for leased space; 
$2,680,000 for equipment and operation of facilities; and $1,504,000 
for the civil-service retirement contribution which we were directed 
to include for the first time. The remaining $3,844,000 increase 
results from programed strength increase and covers a broad variety 
of expenses throughout the budget. 

Requests for this increase is recognition that the Army Reserve 
is making real progress toward meeting its mobilization objectives. 
The positive means of personnel procurement the Congress provided 
is giving us the necessary strength in personnel to warrant expansion 
of other elements of the program which are so vital. 


EQUIPMENT POOLS 


Most important among these elements is equipment. Largely due 
to insufficient unit strengths and a lack of adequate facilities, the 
Army had operated a system of equipment pools in which a nominal 
amount of TOE equipment was concentrated at various locations and 
was transported from unit to unit. 

Increasing strengths and increasing emphasis upon readiness now 
makes such procedure totally inadequate. In June of 1956, the Army 
directed that equipment pools be “phased out” and that equipment be 
issued directly to units insofar as our resources would permit. 

To make progress in this important objective, we must have in the 
possession of units by the end of fiscal year 1958 an average of 10 per- 
cent of authorized TOE equipment. 

In individual equipment such as helmets, canteens, web equipment, 
and the like, we plan to have a complete set of such equipment issued 
to 90 percent of the personnel in troop program units. Procurement 
funds in this budget are for TA equipment and minor TOE equipment 
and do not cover major TOE items which are supplied by the active 
Army without reimbursement. 

However, the cost of shipment and maintenance of major items of 
equipment 'to Army Reserve units is our responsibility. This step 
toward provision of adequate equipment to units is of utmost impor- 
tance to the development of a truly ready Army Reserve. 

Directly related to the equipment problem and necessary to its 
successful accomplishment is the provision of adequate home station 
facilities—adequate not only for training but also for utilization, 





maintenance, and storage of equipment. 

Strength gains and the urgency of increasing mobilization readiness 
are generating space and facility requirements earlier and considerably 
in excess of the capability of the training center construction program 
to satisfy. 
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LEASED SPACE OCCUPIED BY RESERVE UNITS 


Leased space occupied by Army Reserve units is unsatistactory at 
many locations and the growth in strength makes it necessary to 
obtain better leased facilities. ry 

During fiscal year 1957 great emphasis has been placed on obtaining 
adequate space and the acquisition of additional space. The cost 
per square foot of adequate space considerably exceeds the cost of 
the space being replaced. Much progress is being made, and the 
increase requested for fiscal year 1958 will permit continued maximum 
effort to be applied to this problem. 

The increased operation of facilities costs is related to increased 
participating strengths and to the occupancy of constructed training 
centers and leased space. Included are the procurement ot portable 
equipment and dayroom furniture; utilities; funds for rehabilitation, 
alterations, and repairs; and supplies and materials including heating 
fuel. 

Senator ELLENpER. Ars there any questions? 

Senator SaLTonsTALL. No, thank you. 

Senator DworsHak. No. 

General LinpeMan. That is all I have, sir. 

Senator ELLenpeER. All right, General Lawton. 


Army NatTIoNaAL GuARD 


STATEMENTS OF MAJ. GEN. EDGAR C. ERICKSON, CHIEF, NA- 
TIONAL GUARD BUREAU; MAJ. GEN. DONALD W. McGOWAN, 
CHIEF, ARMY DIVISION; AND MAJ. GEN. WILLIAM S. LAWTON, 
DIRECTOR OF ARMY BUDGET, OFFICE, COMPTROLLER OF THE 
ARMY 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


i 
Program by activities: 
. Military personnel. __- : $157, 334, 553 | $168, 300,000 | $179, 481, 000 





1 . 
2. Command and management --| 1, 365, 488 | 1, 454, 000 1, 515, 090 
3. Tianing af olds | 2, 385, 102 2, 526, 000 2, 760, 000 
4. Materiel “ si | 8, 127, 244 | 10, 000, GOO 13, 330, 000 
5. Supplies and repair parts . ; | 14,831, 086 15, 397, 000 16, 000, 000 
6. Services, ineluding equipment maintenance 80, 192, 345 91, 308, 000 94, 333, 000 
7. Antiaircraft defense... ____- sabGkizg =e | 7, 131, 549 | 12, 315, 000 12, 641, 000 
anti 
Total obligations ete ; | 271, 367, 367 301, 300, 090 320, 000, 000 


Financing: 


Unobligated balance no longer available 36, 871, 633 | — 18, 852, 000 





Appropriation ' : | 308, 23, 000 | 320, 162,000 | 320, 000, 000 


PREPARED STATEMENT 


General Lawron. The next appropriation is that of the Army 
National Guard, and I would like to present as the principal witness 
Maj. Gen. D. W. McGowan, who is Chief of the Army Division, Army 
National Guard. 

General McGowan. I have here, Mr. Chairman, my prepared 
statement, and I should like to speak for about 4 minutes about it. 

Senator ELLENDER. You can have 6 minutes if you want. 

(The statement referred to follows:) 
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STATEMENT BY Mas. Gen. D. W. McGowan, Carer, Army Division, Army 
NATIONAL GUARD 


Mr. Chairman, gentlemen, it is a pleasure to again appear before you to report 
the activities of the Army National Guard. We are here today to request funds 
for support of the Army National Guard during fiseal 1958. I can repert a 
continued high performance in the year since we were last before this committee. 
We are proud of the accomplishment of our guard. 

Before proceeding with the estimate for fiscal 1958, I would like to review for 
you our accomplishments during fiscal 1956 and the first half of fiscal 1957. 


STRENGTH 


In fiscal 1956 the net strength increase totaled 46,162 for an end strength of 
404,403. At the end of the first 6 months of fiscal 1957, the strength was 404,545, 
and at the end of 9 months, on March 31, 1957, the strength was 434,372. This 
strength has been attained under the Department of Army policy effective 
October 1, 1956, which required 1 out of every 5 new accessions of enlisted men 
to either have had prior active service or agree to take 6 months active duty for 
training. 

Our fiscal 1957 end strength is budgeted at 400,000. This estimate was based 
at that time on the requirement that effective April 1, 1957 all new accessions of 
enlisted men in the Army National Guard must have had prior active service or 
agree to take 11 weeks or 6 months active duty training. It would be well to 
note at this time that the Congress appropriated for a fiscal 1957 end strength of 
425,000. The budget revision to 400,000 at that time was considered a realistic 
goal consistent with new procurement policies. 


ORGANIZATION 


In 1954 the Army adopted a new Reserve Forces plan to provide an up-to-date 
Ready Reserve. Major conversions of National Guard units have been made to 
tie in with this plan. During fiscal 1956 the Army National Guard converted 
one infantry division to an armored division. Three regimental combat teams 
and 1 armored group were converted, 2 to armored cavalry regiments, 1 to an 
armored group, and | to a field artillery group. 

As of June 30, 1956 there were 5,348 units in the Army National Guard, an 
increase of 143 units during that fiscal year. 

The Army National Guard effected further reorganization during the first half 
of fiscal 1957, under the Reserve Forces plan. One regimental combat team 
was converted to an engineer group and an artillery group. The conversion of 
another regimental combat team to an antiaircraft artillery group was initiated and 
was completed in January, this year. 

As of March 31, 1957, we had 5,495 units, an increase of 147 units through the 
third quarter of fiscal 1957. Of these, 112 were combat and combat support, 
and 35 were service support units. 

On March 31, 1957, the Army National Guard consisted of: 21 infantry divi- 
sions, 6 armored divisions, 12 antiaircraft artillery brigades, 43 antiaircraft artil- 
lery groups, 3 armored groups, 7 engineer groups (combat), 5 corps artillery, 18 
field artillery groups, 9 armored cavalary regiments, 11 regimental combat teams, 
and 771 nondivision combat, combat support, and service-support units. This 
latter group includes infantry, antiaircraft artillery, engineer, field artillery, tank, 
quartermaster, military police, signal, medical, transportation, and ordnance 
battalions as well as a number of separate companies and special detachments. 

The value of this organization, is seen not only in terms of numbers, but in 
the geographical dispersion of these units. 

The National Guard is organized in 2,680 small communities throughout the 
country and is stationed only to a limited degree in the large cities. This disper- 
sion of units and their essential equipment would be vital in an atomic attack. 


EQUIPMENT 


Our goal is to provide sufficient equipment to insure the best possible training 
for the Army National Guard. We are today generally well equipped for train- 
ing and have modern equipment, in adequate amounts to support present train- 
ing needs and to meet the training requirements of initial postmobilization 
training. There are some shortages but these are generally items which are in 
national short supply. Such shortages do not adversely affect the training of 
the Army National Guard except in the most recently converted units. 
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Equipment in the hands of the Army National Guard constantly becomes more 
technical and complex in nature, and requires more highly trained operators and 
skilled technicians to maintain it. 

TRAINING 


Training is the most important of the National Guard mobilization objectives. 
The basic training phase of unit training is our immediate objective. Training 
follows training programs of the Active Army. Department of Army established 
the standards, and, through armory and field training inspection by the Zone of 
Interior Army commanders, rates the efficiency of each unit. 

There are two ways of raising the training level; the first is to recruit more prior 
trained men, in addition to enlistees all of whom must now volunteer for the 11- 
week or 6-month active-duty training; and the second is to increase the time de- 
voted to training through the use of multiple drills and additional days of field 
training. The first alone will produce mobilization ready individuals; the second 
will produce mobilization ready units. Both are essential and together they will 
permit the National Guard to initiate the desired level of unit training promptly 
on mobilization. 

Training authorized in fiscal 1956 consisted of 48 armory drills, 15 days’ field 
training, and a comprehensive service-school program. In fiscal 1957 the same 
number of armory drills are authorized. One or two additional days of field train- 
ing are authorized for units traveling excessive distances to field training sites. 

he percentage of attendance continues to be excellent for both armory and 
field training. Armory attendance has been maintained at approximately 94 
percent for officers and 88 percent for enlisted men, while attendance at field train- 
ing has continued at approximately 95 for both. We feel that this rate shows con- 
clusively that the strength figures given earlier by me represent 100 percent par- 
ticipating membership in the units of the National Guard, with no deadwood on 
its rolls. 

In fiscal 1956, Department of Army authorized the Army National Guard to 
employ the multiple drill concept for the first time. A multiple drill consists 
of 2 consecutive 4-hour periods of training in a single day, in lieu of 2 evening 
drills of only 2 hours each. This doubles the number of hours of training with 
no increase in drill pay. The use of multiple drills in fiscal 1956 was considered 
excellent. During the first half of fiscal 1957, an equal number of multiple drills 
had already been held. 

To improve the basic training of nonprior service personnel, the National 
Guard Bureau inaugurated an 8-week basic combat training program in fiscal 1956; 
5,040 nonprior service personnel were trained under this program, which was 
terminated in September 1956. In addition, 3,600 volunteered for the 6-month 
training provided under the provisions of the Reserve Forces Act of 1955. 
Through March 31, 1957, 9,300 additional nonprior service personnel had entered 
6 months training for a total of 12,900. 


SCHOOLS 


There are five different types of school training available to the National 
Guard man: Army service schools are the principal school activity to which 
approximately 75 percent of the funds in the school program are allotted. 
National Guard men attend the same courses as Active Army personnel. The 
courses vary in length up to 10 months and consist primarily of basic, advanced 
and refresher courses for officers, and for specialized and technical courses for 
enlisted men to qualify these officers and men in their military assignment. 

During the past 3 years 11,600 officers and 10,500 enlisted men of the National 
Guard have completed courses at Army service schools. The training of the 
National Guard has improved progressively with the return of these school- 
trained members to their units. 

During fiscal 1956 more than 8,700 guardsmen, participated in this service 
school training; 7,600 are programed to participate during the present fiscal year. 

Army area schools: Under this prograth, National Guard men are enrolled pri- 
marily in common specialist courses such as those for auto mechanics, clerks, and 
cooks. These courses run from 2 weeks to 2 months. During fiscal 1956, 3,800 
guardsmen attended these schools. The estimated input for this fiscal year is 
3,000. Certain food service personnel formerly trained under this Army area 
school program are now trained in service schools. 

Unit schools: Under this program National Guard men participate in weekend 
schools conducted at selected armories in the State. The program consists of 
two types of schools: (1) Staff assemblies: This program provides training in 
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command and staff operations for officers and enlisted staff assistants for each 
battalion and higher staff. Map problems prepared by Army service schools are 
solved during these exercises, with every staff member receiving practical training 
in the detailed operation of his staff section. As an example, we authorize 32 
officers and 15 enlisted men for each Infantry division staff for these assemblies. 
The planned fiscal 1956 input of 15,000 was accomplished. Plans for this year 
schedule 15,000 guardsmen to participate in the program. (2) Schools in methods 
of instruction and MOS schools: This program provides units with weekend 
instructor schools in methods of instruction and schools to provide special training, 
such as signal communication procedures or rifle marksmanship instructors, 
During fiscal 1956, 4,300 guardsmen participated. During the present fiscal 
year plans have been made for the participation of 3,700 individuals. 

State officer candidate schools: I would like to mention at this time that the 
National Guard has expanded its officer candidate training. The National Guard 
has three officer candidate training programs. An individual can attend the 22- 
wee recular officer candidate course, the 11-week summer officer candidate course, 
both conducted by the Active Army, or a State officer candidate school. Fourteen 
States now have a school in operation. Definite plans have already been made to 
establish an officer candidate school in 18 additional States by the fall of 1957, 
The curriculum at these schools conform to a program of instruction prepared by 
the Infantry School at Fort Benning. It is designed to produce officers who are 
trained in leadership and duties and responsibilities of a platoon leader. A por- 
tion of the course of instruction is conducted during the summer field training 
period, and the balance is conducted on weekends throughout the remainder of 
the year. Three thousand individuals will be enrolled in State officer candidate 
schools during fiscal 1958. 

Finally, there is the extension course program. Both enlisted men and officers 
volunteer to study on their own time and by correspondence, those military sub- 
jects which contribute to their individual training and further qualify them for 
advancement. In fiscal 1956 there was an average enrollment of 16,000 officers 
and 29,000 enlisted men in these courses, the highest enrollment in National Guard 
history. On December 31, 1956, there were 19,293 officers, and 19,653 enlisted 
men enrolled, representing 55 percent of the officer strength and 5.3 percent of 
the enlisted strength. 

ARMY TECHNICIANS 


The Army National Guard technician program is essential to the successful 
operation of the National Guard, and to its mobilization readiness. It provices 
a skeleton force of full-time training, maintenance, administrative, accounting, 
and supply personnel upon which the day-to-day operation and the present high- 
level performance of the Army National Guard depend. Upon mobilization, they 
will constitute a hard core of professionally qualified technicians to train, ad- 
minister and supply the units and organizations of the National Guard, and to 
maintain their weapons and equipment. 

All Army National Guard technician positions are required to be filled by 
members of the National Guard except those stenographic and clerical positions 
in the office of the United States property and fiscal officer best filled by female 
employees. This program has been and continues to be subject to intensive 
study and review. Every effort continues to be mace to operate at minimum 
essential personnel levels to perform the National Guard mission. 

There are three major segments of this important program. These are, first, 
the accounting, supply and fiscal personnel in the office of the United States 
property and fiscal officer in each State, who account for, and safeguard the Fed- 
eral Government’s interest with respect to, the fun’s and property provided by 
the United States in support of the Army and Air National Guard of the States 
and Territories. 

The second consists of highly qualified and experienced maintenance technicians 
employed in State field maintenance shops. These shops perform backup or field 
maintenance for all equipment used by the National Guard in the State, including 
Army aircraft. Included also are the ‘maintenance technicians engaged in the 
operation of armored and other tactical vehicle pools at field training sites. They 
maintain equipment for the joint use of the National Guard units of all States 
which train at those field training sites, an operation which results in annual 
savings in shipping costs of hundreds of thousands of dollars. 

Thirdly, within tactical organizations of our divisions, regiments, and battalions, 
we provide full-time training and administrative staff assistants, battalion main- 
tenance shop technicians, and an administrative-supply technician for each 
company-sized unit. It is this group which carries on the operation and admin- 
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istration of the major tactical organizations, performs organizational maintenance 
on their heavy equipment, and accomplishes the necessary supply and admin- 
istrative functions for the organizations, from company to division level. 

The maintenance and repair activities of our experienced and highly skilled 
specialists insure that the useful life of our equipment is extended to the maximum, 
and that the equipment is kept in operable condition at all times for training, and 
for immediate use in the event of an emergency. 

For fiscal 1956, 19,448 spaces were authorized which produced 15,758 man- 
years of employment. For fiseal 1957, 17,535 man-years are programed. 

“ Tt is established policy that every dollar spent for technicians must relate 
directly to training and mobilization readiness. The importance of this program 
in preparing the National Guard for prompt mobilization cannot be over- 
emphasized. 

ON-SITE ANTIAIRCRAFT DEFENSE 


As of July 1, 1956, 79 National Guard batteries were occupying on-site gun 
positions in the antiaircraft defense of the United States, and as of March 31, 1957, 
a total of 101 batteries were on site. 

The 2d session of the 84th Congress appropriated funds to support 125 
batteries on site by June 30, 1957, a fiscal year programed increase of 46 batteries. 

In January 1957, a program change reduced the number of National Guard 
antiaircraft batteries on site to 105. This revision resulted from a decision that 
all additional antiaircraft sites would be occupied by the National Guard after 
fiscal 1957 as missile units. 

The National Guard will reach the fiscal year program of 105 batteries on site. 
No additional sites will be manned during fiscal 1958. 

A 1956 Department of Army inspection report covering the antiaircraft defense 
of the United States stated, ‘““The basic concepts of the National Guard on-site 
program are sound in terms of economy, of manpower and financial resources, 
and in operational effectiveness. The National Guard is capable of expanded 
responsibility in continental United States antiaircraft defense.’’ The profession- 
ally qualified National Guard technicians employed on a 24-hour basis on those 
sites are the key to the combat readiness of these batteries. 

The National Guard is scheduled to man Nike sites in continental United 
States defenses. 

SUMMARY 


The Army National Guard is constantly studying ways to improve its per- 
formance. That portion of the Department of the Army financial management 
plan, commonly termed ‘financial inventory accounting’ has been initiated 
throughout the National Guard and will be fully implemented in the States by 
July 1, 1957. This plan will result in the capitalization of all Army National 
Guard inventories, and of all federally owned equipment. 

One of the byproducts of financial inventory accounting and the adoption by the 
Nationai Guard of the (Army field stock control) system, is the acceleration of the 
return of excess property to the supply system. During fiscal 1956 the Army 
National Guard returned to supply channels property worth $77 million. With 
partial implementation of financial inventory accounting, property valued at $67 
million has already been returned during the first 7 months of this fiscal year. 
This $67 million involves both stock fund items for which we pay and nonstock 
fund items for which reimbursement is not required. 

The National Guard has made notable overall progress in its program since 
fiscal 1952. This chart graphically portrays that progress through fiscal 1958. 
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Equipment, shown in orange, increases 158 percent. Strength, in blue, increases 
83 percent. Technicians, in brown, are up 57 percent. Unit orqanisation in green 
is up 55 percent. The red line depicts authorized training hours which have 
remained static. 

We are proud of our record. As I have indicated earlier, the tremendous 

wth in important segments of the National Guard program contributes sub- 
stantially to our mobilization readiness. Trained individuals are important as are 
self-sustaining and mobilization-ready units. This chart shows that the National 
Guard has that organization with its essential equipment whose mobilization 
readiness continued to progress during these years. 


FISCAL YEAR 1958 BUDGET ESTIMATE 


I have covered the major activities of our National Guard program in fiscal 
1956, and 1957. I would now like to proceed with the items in our budget esti- 
mate for fiscal 1958. The $320 million request supports the cost of our program 
with a beginning, ending and average troop strength of 400,000. In comparison 
with fiscal 1957 obligations, the estimate provides training support at approxi- 
mately the same program level other than an increase in Army school atten, 
17,500 more trainees in the 6-month training program, and social security contri- 
butions pursuant to the Servicemen’s and Veterans’ Survivor Benefits Act. I will 
now present to you the objectives of our program as they relate to the request for 
funds. 
MILITARY PERSONNEL COSTS, NATIONAL GUARD—PROGRAM 7000 


The request for $179.5 million for military ies costs is 56.1 percent of the 

fiscal 1958 budget request. It provides funds for clothing; pay and allowances, 
subsistence, travel, and transportation for 370,400 trainees at annual field training; 
346,200 man-years of drill attendance; 8,841 guardsmen attending Army service 
schools, 2,000 at Army area schools, 19,249 at unit schools, and 5,575 at Army 
‘command post exercises. It also provides for the input of 25,000 trainees to the 
6-month training program. The increase of $11.2 million over fiscal 1957 is due to 
the additional input of 17,500 trainees during fiscal 1958 in the 6-month training 
program; an increase of 11 percent in Army service school attendance; an increase 
of 4 staff training assemblies for early priority units, and social security contribu- 
tions computed upon base pay of guardsmen on active duty for training, 


COMMAND AND MANAGEMENT—PROGRAM 7100 


The command and management requirement for the National Guard Bureau 
is $1.5 million or one-half of 1 percent of the budget estimate, a slight increase 
over fiscal 1957. The funds are required for the operating expenses of the 
National Guard Bureau including 192 man-years of civilian employment, travel of 
civilian and military personnel, printing and reproduction of regulations and 
circulars, and assistance to the States in Army and Air National Guard recruiting 
activities. 

An effective recruiting program for the National Guard is particularly important 
with the requirement that all new accessions be limited to prior service men or 
those who agree to undertake a period of active duty for training. 

The National Guard Bureau provides minimum support and guidance to the 
several States and Territories in their recruiting efforts. The funds are to provide 
for a recruiting effort in support of both the Army and the Air National Guard 
in maintaining adequate unit strengths. Particular emphasis will be placed on 
“selling” the guard to prior service personnel, and the recruiting of personnel to 
“take” 6 months or “‘take’”’ 11 weeks of training. 

A he public relations and community program directed by the National 
Guard Bureau in conjunction with the States and Territories on a national scale, 
has produced by reason of generous public service on the part of business and 
industry, an amount of advertising and public relations support many times the 
value of the moneys appropriated. 


TRAINING SUPPORT—PROGRAM 7200 


The training program support request is $2.7 million or eight-tenths of 1 percent 
of the total request, a $200,000 increase over fiscal 1957. This increase supports 
required travel of Army advisers. 

This program also includes costs of the Army extension courses and logistical 

costs, including transportation of equipage to and from field training. 
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MATERIEL-—PROGRAM 7300 


The request for funds for materiel is $13.3 million or 4.2 percent of the budget 
estimate. The funds required are for organizational clothing and equipment 
and technical service equipment. The increase of $3.3 million is due to the in. 
creased requirement for procurement and replacement of stock funded organiza- 
tional equipment and table of allowance items over the amount obligated in fisea] 
1957. 


SUPPLIES AND REPAIR PARTS——-PROGRAM 7400 


Supplies and repiir parts require $16 million or 5 percent of the fiscal 1958 
budget estimate. This will support the cost of operating and maintaining the 
vehicles and equipment used in armory and field training, and for administrative 
use, training aids, and office supplies and equipment for the United States property 
and fiscal offices. This is an increase of $600,000 over fiscal 1957, required for the 
replacement of gun tubes, field maintenance supplies, and increased maintenance 
for aircraft resulting from enforcing the requirement for maintenance proficiency 
by an increased number of pilots. f 


ARMY TECHNICIAN—PROGRAM 7500 


The fund request for salaries for Army technicians is $78.5 million or 24.5 per- 
cent of the fiscal 1958 budget estimate. The program authorizes 18,907 spaces, 
and employment of 17,870 man-years. As I have stated earlier, this activity con- 
tinues to receive close scrutiny to provide funds to the States to meet only their 
most urgent requirements. The increase of $1.2 million over fiscal 1957 is due 
to higher average salary rates for technicians for the identical position and man- 
year program provided for in fiscal 1957. 


SERVICES (OTHER THAN TECHNICIANS)—PROGRAM 7500 


The requirement for services, other than the technician program which I have 
just presented, is $15.8 million or 4.9 percent of the fiscal 1958 request. The 
funds are required for transportation of equipment and supplies from the technical 
service depots to the National Guard and intrastate distribution from National 
Guard warehouses to the units. Also provided is travel required by National 
Guard technicians in the maintenance of equipment, and by personnel of the 
Active Army in the technical inspection of equipment. It also covers the cost of 
opening, operating and closing of State and Federal operated field training camps, 
and the repair and utility costs of facilities occupied by the United States property 
and fiscal officers. The increase of $1.8 million is for the transportation of equip- 
ment and supplies due to revised average mileage of shipments and tonnages to 
be shipped, travel requirements of active Army personnel for inspection of National 
Guard equipment, and an increase for those repair and utility projects which are 
projects of minor new construction and rehabilitation. 


ANTIAIRCRAFT DEFENSE—PROGRAM 7600 

The request for $12.7 million, or 4 percent of the budget request, is a $400,000 
increase over fiscal 1957. The funds provide the pay of technical personnel who 
maintain the operational readiness of onsite equipment on a 24-hour standby 
alert, costs of maintenance and repair of the facilities, and the cost of utilities. 
The increase is due to a 9-percent increase in the number of unit months of opera- 


tion for the 105 batteries to be maintained onsite during fiscal 1958. 
Gentlemen, this completes my statement. 


CONSTRUCTION OF NEW ARMORIES 


Senator SauronstaLu. I had a question about armories that | 
wanted to ask you, General McGowan. There has always been a 
difficulty about building new armories. The first thing is: Have you 
got enough armories now, in your opinion, for 400,000 men? 

General McGowan. We will show, when we make our statement on 
the armory-construction money, Senator Saltonstall, that, with fiscal 
year 1957, we will have built approximately one-half of the additional 
armories required due to the expansion and the doubling in size of 
the National Guard since 1939. 
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Senator SALTONSTALL. Are the square feet and the cubic feet meas- 
urements now satisfactorily adjusted? 

General McGowan. The square feet and the cubic feet measure- 
ments are now satisfactorily adjusted, from the viewpoint of the 
National Guard Bureau and of the States. 

Senator SALtronsTaLL. Is your equipment under cover and pro- 
tected from the weather so that it will not deteriorate, to a certain 
degree? 

General. McGowan. The type of construction the Senator now 
refers to, we call our non-Army program, sir; in that regard, there has 
been very little activity during the past 2% years. 

We have had difficulty in securing approval to the criteria for this 
logistic type of construction, and we have not yet resolved that 
problem. That will be a construction problem for the construction 
hearings later this year; not in this one. 

Senator SALTONSTALL. | am sorry; I did not hear you. 

General McGowan. That will be a problem to be considered in the 
construction budget; not this one. 

Senator SALTonsTALL. That is right. 


CURRENT STRENGTH 


Senator ELLENDER. General McGowan, I notice in your statement 
that the strength on March 31, 1957, was 434,372, and that you 
provide for 400,000 this year. 

General McGowan. The budget picture for fiscal year 1958, sir? 

Senator ELLENDER. Yes. 

General McGowan. Yes, sir. 

Senator ELLENDER. So that will mean a reduction? 

General McGowan. As I indicated, we are now reducing our 
strength on board, by directed action to the States down to 425,000. 

Senator ELLENDER. How much have you provided for in fiscal year 
1957? 

General McGowan. Yes, sir; in fiseal year 1957 there was con- 
gressional support to provide for an enrolled strength of 425,000. 

Senator ELLENDER. And you have 434,000? 

General McGowan. Yes. 

Senator ELLENDER. You went above it. How did you manage it? 

General McGowan. During the first part of the fiscal year, the 
going was rather slow, and we ascribed the sharp increase in strength 
which occurred in February, March, and April, Senator Ellender, to 
the fact that the Congress changed the requirements for Reserve 
service so that the youngsters now may enroll, take 6 months’ active- 
duty training, and serve thereafter for only 3 years instead of for 8 
years. 

Senator ELLeENDER. Then the savings that you made in the early 
part of the program were used up in this latter part of the program? 

General McGowan. That is correct, sir. With respect to fiscal 
year 1957, the funds were sufficient as provided by the Congress. 

Senator ELLenper. All right. 

Are there any questions? 
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TERMINATION OF 6-MONTH TRAINING 


Senator Hitu. You say the 6-month training will be terminated? 

General McGowan. Yes, sir. 

Senator Hriu. What effect will that have on the guard? 

General McGowan. I would like to say, Senator Hill, we have a 
large loss each year, although our reenlistment rate runs above 70 
percent. 

We could show that on our chart, and, as I stated for fiscal year 
1957, the congressionally approved program supported 425,000 and 
for fiscal year 1958 the Secretary of Defense and the Secretary of the 
Army established 400,000 as the figure for the paid drill strength which 
translated into terms of enrolled strength, is that same 425,000. 

Also, they have repeatedly stated that nothing should interfere with 
the 6 months’ training. 

Mr. Brooks, chairman of the House Armed Services Subcommittee 
No. 1, inserted in the Congressional Record pertinent language which 
I will briefly state: That the strength of the Army National Guard of 
400,000 mentioned in that agreement should be regarded as a floor and 
not in any respect a ceiling. Therefore, we feel the policy is clearly 
established with respect to the National Guard strength in fiscal year 
1958. 

Senator Tuyr. Mr. Chairman, at that point, and, General 
McGowan, do I understand that the 6-month training would be 
dropped in 1958? 

General McGowan. Yes, sir, and this chart will tell you why, 
Senator Thye. 

Senator Tuyr. If that is dropped, then what does that do to your 
400,000? 

General McGowan. We would drop to a strength of approximately 
368 ,000. 

Senator Tuy. General McGowan, how can you justify that, in view 
of this heavy commitment that we have, both at home and abroad? 
That has been the disturbing factor to me. When I was studying the 
matter, it was with the thought imposed on my mind that you were 
going to have to drop your National Guard from the floor of 400,000 
to a lesser figure. I could not see how you could support any greater 
figure than possibly 350,000. 

General McGowan. In the negotiations conducted with the Army 
and the Brooks subcommittee, the agreement was made that the guard 
would not be permitted to fall below 400,000. The Secretary of the 
Army has stated this, and on the record, with respect to the National 
Guard strength, and, in addition, I read in the published press within 
this week that the Secretary of the Army had requested of the Secre- 
tary of Defense, or presented to him the necessity for a larger appropria- 
tion for the National Guard, and under “Operation and maintenance” 
for the active Army, in order that the guard would not fall below 
400,000. 


NEED FOR INCREASED FUNDS 


Senator Toyz. Then do I understand that there is a need for us 
to increase the $320 million budget request to a greater sum in order 
that we do not drop below the 400,000? 
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General McGowan. We believe it will be necessary to provide more 
money above the $320 million in order that the guard not drop below 
400,000. 

Senator TuHyr. How much would you say you would need to bring 
about what is necessary in the National Guard? 

General McGowan. Might I just make one statement. 

As you all well know, non-prior-service people today must take 6 
months’ training. Therefore, we cannot enroll any non-prior-service 
people unless we have the money to train them. 


COST OF 6-MONTH TRAINING PROGRAM 


Senator Toye. How much will that cost? 

General McGowan. That will run in the guard budget approxi- 
mately $45 million, and in the Army operation and maintenance 
which pays the rest of the costs, it would be approximately $40 million. 

Senator Tuyr. Then that would add how much to the $320 million? 

General McGowan. That would be a total of $365 million, which 
would be in the National Guard budget. 

Senator Tuyr. That would be for your men, the training of your 
men? Is any part of that for construction? 

General McGowan. No; none of that is construction. 

Senator Turn. This is only for the training, the enlistment of the 
men, the necessary housekeeping in connection with the training? 

General McGowan. Yes, sir; that is right. 

F Senator Hiiu. Let me ask you this question. The National Guard 
figure would have to be $365 million. But did I understand you to 
say you would also have to put in the $40 million for the Army? 

General McGowan. Yes, sir. 

Senator SALTonsTALL. Now, General, is it true that you have got 
the 6 months’ training group that are now coming in, and the present 
arrangements carry you until next January? 

General McGowan. That is until the 11 weeks training runs out. 

Mr. Mitton. We have to report back to the Brooks subcommittee 
in January, sir. 

Senator SALTONSTALL. That is the agreement or understanding 
between the regular Army and the National Guard officers, and every- 
body was happy with that arrangement, I take it. 

Mr. Mirron. That is right. 

Senator SaALTONSTALL. What I am getting at is, it would be more 
money required for the National Guard, then would you ask for it 
after next January, when you know how many enlistments and how 
many people there are, and not try to add it on to this budget? 

Mr. Mixton. I believe Mr. Mahon made such a statement. 

Senator SALToNSTALL. I did not know that. I am asking you in 
the form of a question, because it would seem to be to follow logically, 
after what Senator Thye asked you. 

If there was any money going to be required, it seems to me it 
should come in next January when you know your data a little better 
than you do now. 

Mr. Miron. We are not asking for any more money. 

Senator SaLronsTaLL. But if you should get some. 

General McGowan. I do not agree with that answer. 

Senator SatronstaLL. Do you agree with that in general? 
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General McGowan. I am not quarreling with the Secretary but I 
think I am quarreling with the question. 

Senator SattonsTaLu. I do not want to make an embarrassing 
situation for the Secretary. 

General McGowan. You asked me for a personal opinion, and that 
is what I gave. I do not think we are in conflict at all. 

Mr. Miron. I do not think I quite understand what you said, 
Senator. May I preface the question and my answer in this way, 
Senator Saltonstall: 


RESPONSE TO 6 MONTHS TRAINING PROGRAM 


The response to the 6 months’ training program was really so great 
that it sort of swept us off our feet. But if we prognosticate our pro- 
grams under the present programs the way they were coming in in 
April and May, we cannot take anybody into the National Guard after 
about the 1st of September for the 6 months’ program; therefore, we 
will have some hiatus there, and that is what General McGowan was 
saying. 

We would have some hiatus. In order to avoid that hiatus, we ought 
to see the money now. 

Senator Satronstautu. But would the hiatus cause you to drop 
down to 368,000? 

General McGowan. For the end of the vear, if we might complete 
the charts, I think we could show you a chart which will show what 
will happen to us. We will show our 6 months’ program, and I think 
it will be clear. 


POSSIBILITY OF SUPPLEMENTAL REQUEST 


Senator SALTONSTALL. What you are asking for is a supplementary 
budget to come in—you are asking for either the money to be added on 
now, or you are going to come in with a supplementary request before 
the adjournment of this Congress; is that correct? 

Mr. Mitton. To the best of my knowledge there is no thought of 
asking for an additional appropriation yet. 

General McGowan said his idea would be in the magnitude of 
425,000. We estimate it will take some 3 or 4 months to pull that 
down to 400,000, which need not be added before we come in for the 
budget the Ist of January. 

Senator SaLronsTaLL. And you are satisfied now with what you 
asked for and what the House has given you? 

Senator ELuenper. As I understand, the amount of $320 million 
is to provide for a guard of 400,000—opening or closing. Is that 
right? 

Mr. Mitton. That is right. 

Senator Toys. But it will not support it. 

Senator ELLENDER. Why not? That is what I want to know. 

General McGowan. I can demonstrate on a chart what the $320 
million will do with respect to our strength, if you wish. 

Senator Hint. Let us get that, Mr. Chairman. We want that 
information. 

(The information requested follows: ) 
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CAPABILITY TO MAINTAIN STRENGTH 


General McGowan. The capability of the guard to maintain its 
present strength at about 425,000—— 

Senator ELLENDER. You said 400,000. 

General McGowan. Its present strength, sir, is in excess of 425,000. 

Senator ELLENDER. I see that, but my figures are 400,000. 

General McGowan. We will come to that later. A capability to 
maintain strength where it is today for fiscal year 1958 is illustrated 
by the red line. That red line at the top shows the capability there 
within the pay drill strength approved by the Army and by the 
Department of Defense for that strength of 425,000 for 1957 is greater 
than the budget support, as you will see here. 

Likewise, the lower red line, which is the cumulative 6 months’ 
training load, reflects a total input in fiscal year 1958 of 60,000 6- 
month trainees. 

If the National Guard is required to live within the support presently 
provided within the budget request as enacted by the House—— 

Senator Hriu. You are speaking now there of the $320 million? 

General McGowan. Yes, sir. That is reflected by the broken 
green lines, and the strength will drop to 350,000 by the year end, and 
from the budget supported input, this 6 months’ training, and will not, 
of course, permit those to be brought into the program after August. 

The broken green line below indicates that the 6 months’ trainees of 
the National Guard phase out of the picture entirely by February. 

Senator SattonsTaLL. I do not understand the contradiction 
between Mr. Milton’s saying $320 million is what you want now, and 
and your statement as to the result on the National Guard. 

Are you hinting that there should be more money? 
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General McGowan. No, sir; I am not hinting. I am merel 
showing what effect the budget request as enacted by the House will 
have on the National Guard in fiscal year 1958, inevitably. 


NEED FOR ADDITIONAL FUNDS 


Senator SatronsTaLL. Then when you disagreed with Mr. Milton— 
and you were very frank and very pleasant in your disagreement—you 
really were saying you want more money now. Is that correct? 

General McGowan. Yes, sir; I believe it would be a fatal error to 
wait until January to ask for more funds, if the Congress desires the 
National Guard to retain its strength at about its present level. 

Senator ELLENpDER. But that has not been settled yet, has it? 

General McGowan. No, sir; what Congress wishes to do has not 
been settled. 

Senator SALToNsTALL. General, you speak about the present level, 
Do you mean the 400,000 level, or a 425,000 level? 

General McGowan. As this chart will indicate, we will drop down 
to 368,000 by next June 30, a year from now, if there is no more money 
provided; so the 400,000 or the 425,000 both are irrelevant figures. 

However, what I did say earlier was that the 400,000 drill pay 
strength, which is the strength approved by the Army and by the 
Department of Defense means an enrolled strength of 425,000, be- 
cause the 6 months’ trainees are not counted in the drill pay strength, 
sir. 

Senator SALTONSTALL. I see. 

Senator Tuyr. Mr. Chairman, may I ask a question? 

Senator ELLENDER. Just one question, please, first. 

Suppose you started at 400,000 instead of the 425,000. What 
would you end up with? 

General McGowan. If we were now at 400,000, we would end up 
at the end of the fiscal year with about 340,000. We would drop 
25,000 lower than we otherwise would. 

Senator ELLENDER. Why would it be more than 368? I just cannot 
follow it. 

General McGowan. My next chart will illustrate that a bit better 
than this one. That chart is supplemental to this one, sir. 

Senator Ellender, I might briefly state that no longer is strength 
money the key to our strength. The key is the 6 months’ training 
money. 

I can understand the difficulty there. It took me some time to 
realize that in our studies, too. 

Senator Tuys. Mr. Chairman, while we move from the first chart 
to the second chart here, it is desirable to hold your trainees and your 
National Guard at somewhere above 400,000? 

General McGowan. That is the approved program of the Army; 
yes, sir. 

Senator Tuyr. And that is your training where you do not disrupt 
the man in his normal pursuit of either vocation or education, he can 
get that training in without too great a disturbance in his civilian life? 

General McGowan. That is correct. 

Senator Tuys. That is the entire philosophy that we endeavored 
to develop in our general military program, which is to try to get men 
in the Reserves, and men in the National Guard. 
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That was my interpretation of the entire matter as we considered 
it a year ago. 
General McGowan. Yes, sir. 


IMPORTANCE OF ARMORY AND TRAINING PROGRAM 


Senator Turn. Therefore, if we fail to provide the appropriate 
funds that will permit us to maintain a strength at over 400,000 and 
get those trainees in there for 6 months, we are defeating our Reserve 
program to a great extent. Therefore your armory building program 
and your training program are vital, in my opinion. 

I do not think we have money enough in this program to carry on 
either your armory program or your trainee program. That is the 
way it strikes me. 

Senator ELLeNpER. Proceed. 

General McGowan. This chart says at the top that training dol- 
lars are the key to our National Guard strength, and that enlistment 
of 57,000 6 months’ trainees is essential to maintain a National 
Guard enrolled strength of 425,000, the fiscal year 1957 congressionally 
approved level. 

he blue bar, with the broken white, indicates—it would be much 
longer if properly represented—It represents a 425,000 enrolled 
strength, 

Analysis of prior fiscal years’ experience in the guard indicates that 
our fiscal 1958 losses will approximate 122,000. 

These losses will reduce our strength to the 303,000 now shown on 
this chart. 

(The chart referred to follows:) 
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SOURCES OF RECRUITMENT 









General McGowan. There are three ways of getting these losses. 
To obtain replacements we have three main sources of recruitment. 

From the first of these, in yellow, we will recruit the 20,000 veterans, 
and, from the second part in red, we will enlist 45,000 prior-service 
men returning to civilian life with a Reserve obligation. Together, 
from these 2 sources, they will yield in 1958 enough to hold our 
strength at 368,000. 

The figure that was used previously, that 368,000—this is the 
strength limit of the budget support. It is the informed opinion that 
the National Guard cannot procure more than 65,000 prior-service 
men from these two sources. 

Senator SarronsTaLu. Why set your strength limit of 65,000? Is 
that based on the fact that you can persuade 25,000 veterans and 
forty-five-thousand-odd—what do you call them? 

General McGowan. Obligors. Men who have returned from active 
duty. 

Senator SALTONSTALL. To come back to do the service or to serve. 
In other words, you will not get your voluntary trainees. 

General McGowan. That ts right, sir. The rest of the people we 
would need to provide 6 months’ training money for. Our success 
in fiscal year 1957 in enrolling, or enlisting 6-month trainees has been 
so great that their training, when completed in fiseal year 1958, will 
use all the money that we have in our fiscal year 1958 request for 
6 months’ training. 

Senator SALTONSTALL. Yesterday, the National Guard just formally 
requested the Secretary of the Army to ask for this money. 

General McGowan. Yes, sir. 

Senator SALTONSTALL. What has been the decision that has been 
; rendered to the National Guard Bureau? 

General McGowan. We have no answer back. He stated earlier 
that he would send a statement, and those statements were made 
by him. 

Senator SALronstaLuL. So the alternative is either we have no 
formal request for that money to either grant or allow that money 
on our own decision, or else wait for a formal request from the Secre- 

: tary of the Army; is that right? 

General McGowan. Yes, sir. 

Senator SALTONSTALL. Thank you. 

General McGowan. We say that, to the extent that funds are 
provided for active-duty training of these 57,000, or any part of these 
non-prior-service men, we can enroll them, to where the strength of 
the guard will be maintained. This possibility of enrolling that many 
non-prior-service men is well within our capabilities. 

Senator Hitt. General McGowan, then, as | understand it, with 
the $320 million on and after August, you will not take in any more 
6-month trainees; is that right? 

General McGowan. Sir, we cannot put any more into the program. 
We are saying over here that we have enrolled all we can, and beyond 
. in the guard today; people who will be in training in July and August. 
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DISCONTINUE ENLISTMENT OF NON-PRIOR-SERVICE MEN 


Senator Hiiu. So that there will be nobody going into fiscal 1958 
ero at all that are not now in the guard; and on July 1 we must 
stop all enlistments of non-prior-service men in the guard on the 6- 
month trainees’ time; is that correct, also? 

General McGowan. Yes, sir. That is correct. 

Senator Hitt. And in February all 6-month trainees will be out; 
they will be finished with their 6-month training period? 

General McGowan. Yes, sir; they will have finished their 6-month 
training period. 

Senator SatronstaLu. Mr. Milton, this is perhaps not a fair ques- 
tion, but you are the head of the civilian personnel in the Department 
of the Army, are you not? 

Mr. Mitton. Yes, sir. 

Senator SauTonsTa.u. Are you in favor, or do you believe that this 
additional money should be added by this committee, as has been 
suggested? 

POLICY ON MAN-YEAR STRENGTH 


Mr. Mitton. Senator Saltonstall, may I put that answer this way: 
The policy of the Department of the Army is that the National Guard 
cannot maintain a 400,000-man-year strength for 1958 ending up with 
400,000, unless there is an additional $44 million for the National 
Guard, and $41 million in operation and maintenance, Regular Army, 
under the criteria which has been laid down; namely, prior training 
for non-prior-service individuals. 

; Senator SALTONSTALL. But we have no recommendations for that, 
oO we? 

Mr. Mitton. No, sir; and I will say that we have recommended 
that an additional $85 million be added for the National Guard. You 
pointed up exactly the same point when General Lindeman was here 
with regard to the USAR. Both of these Reserve components are 
going to have to stop taking in 6-month trainees in the National Guard 
in August, and the USAR can only take 12,000 throughout the fiscal 
year 1958. 

That has all been occasioned by the tremendous public response we 
have gotten to this program, as Senator Thye mentioned. 

Senator SatronstaLL. Then, Mr. Chairman, may I make this re- 
quest of you, as acting chairman. It seems to me that we should hear 
either the Secretary of Defense or the proper representative in the 
Department of Defense as to their recommendation on this situation. 

Senator E.tenper. I thought Mr. Milton said it was a recom- 
mendation. 

Mr. Minton. We have sent ours forward, sir. 

Senator ELLENDER. I see, sir. 

Senator Hiiu. You are speaking for the Army, are you not, Mr. 
Milton? 

Mr. Mitton. That is right. I speak only for the Army. 

Senator ELuenperR. And Senator Saltonstall is speaking for the 
defense organization. 

Senator SALTONSTALL. As I see it, either doing it on our own, or 
doing it on a recommendation; yes. 

Senator ELLeENpER. Would it suffice, Senator, to have a letter 
simply addressed to Secretary Wilson stating these facts? 
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Senator SatronstaLu. That would be fine in the first instance. 
General Moore. Off the record, Mr. Chairman. 

Senator Stennis. Before you go off the record, may I ask a ques- 
tion? 

Senator ELLENDER. Yes, Senator Stennis. 

Senator Stennis. Is it because this request has not gone forward 
early enough to get a response, or is the failure to get a response in 
? effect an answer ‘‘No’’? 

. Mr. Mixron. No, sir; it just has not had time to be responded to. 


1 Senator Tuyre. Then, Mr. Chairman, before we go off the record, I 
would like to ask this question: Will it be necessary to discuss the 
m question relative to the construction angles, the funds for armory 
‘ construction? 
Mr. Mixron. I think the answer to that question, Senator, will be 
given in detail when we get into the construction. 
. Senator Ture. So that the question has no place right now? 
“ Mr. Miron. I| think that is right. | 
Senator Ture. All right, then, I will withdraw the question, and 
we will wait until the proper time.‘ 
i COMMUNICATIONS 
h Senator ELLENDER. Before we get off the record, I would like to put 
i in the record a telegram to Senator Chavez, signed by Leo M. Kreber, 
c major general, adjutant general of Ohio; and a letter to Senator 
g Hayden, dated June 4, 1957, from Richard L. Gillespie, colonel, 
Infantry, USAR, president, Ohio Department, Reserve Officers 
iy Association of the United States; and also a carbon copy of a letter 
dated June 8, 1957, to Colonel Gillespie from Chairman Hayden. 
d= (The communications referred to follow:) 
: Co.tumBus, Onto, June 7, 1957. 
© Senator Dennis CHAVEZ, 
e Senate Office Building, Washington, D. C.: 
d Most strongly urge favorable consideration for amending H. R. 7665 so that 
il Army National Guard is authorized year-end strength for fiscal year 1958 of 
425,000 and provisions be made to support 60,000 trainees for 6 months’ basic 
| training during 1958. Without these provisions guard will deteriorate to below 
© safety level. 
Lzeo M. KReEBER, 
_ Major General, Adjutant General of Ohio. 
ir od 
e 
1. JUNE 8, 1957. 
Col. RicHarp L. GILLEsPIRE, 
i= Infaniry, USAR, President, Ohio Depariment, ROA, 
Lakewood, Ohio. 
Dear CoLoneL GILLEspie: This will acknowledge your letter of June 4, 1957, 
relative to action by the Congress on the appropriations for the United States 





' Army Reserve. 
; The budget estimates submitted to the Congress provided for funds to maintain 
an Army Reserve in drill pay status of 297,000 and a National Guard of 400,000. | 
The House provided the budget estimates for the National Guard. For the | 
e Reserve, the House reduced the appropriation by $10 million but permitted trans- | 
fer of a like amount from funds already available. 
The bill is presently before the Senate Appropriations Committee. 


or I do not know at this moment whether a request for additional funds will be 
requested by any interested parties, but the matter will be gone into thoroughly 
r when the Reserve and National Guard appear before the committee. 
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Meanwhile I am referring your letter to the Defense Department Subcommittee, 
of which Senator Dennis Chavez is chairman, for the information of the sub- 
committee. 

Yours very sincerely, 
, Chairman, 





RESERVE OFrricers ASSOCIATION OF THE UNITED STATES, 
DEPARTMENT OF OHIO, 
Lakewood, Ohio, June 4, 1957. 
Hon. Cart Haypen, 
United States Senator, Senate Office Ruilding, 
Washington, D. C. 

Dear Senator Haypen: It has been reported to me that the Senate Appro- 
priations Committee, of which you are the chairman, will hold hearings on June 5 
concerning the Army Reserve portion of the Department of Army budget. As 
you know, this Reserve appropriation suffered severe and unwarranted reductions 
in the House of Representatives, which I trust your honorable body will correct. 

At the Ohio depafttment convention, Reserve Officers Association, held in Cin- 
cinnati, Ohio, on May 10, 11, and 12, 1957, that organization on the basis of 
information available at that time, resolved in convention assembled, that the 
strength of the United States Army Reserve be maintained at 450,000. Since 
that date I am informed that our national headquarters has used the figure of 
350,000 in the appropriation hearings. I am not authorized to deviate from the 
Ohio department convention resolution other than to support our national head- 
quarters action. 

Therefore, I wish to add the full support of the Ohio department, ROA to the 
figure and position stated by our national headuarters, specifically that the 
strength of the United States Army Reserve be maintained at a figure of not less 
than 350,000, and that the Ohio department would endorse 450,000. The lan- 
guage of the resolution refers to the traditional concept of a strong, Ready Reserve, 
which I believe all the members of your committee will agree is essential to our 
national defense. 

I would like to add my personal endorsement of an enrolled strength for the 
National Guard of 425,000. Iamsure that Maj. Gen. E. A. Walsh of the National 
Guard Association will supply adequate justification for that strength. 

It is pertinent to further advise you that the Ohio department resolution was 
thoroughly debated on the floor of the convention, from the standpoint of patriotic 
citizens, as citizen-soldiers and as taxpayers. The resolution represents our con- 
sidered judgment in the national interest. 

Your courtesy and consideration in this vital issue is greatly appreciated. 

Respectfully yours, 
Ricwarp L, GILLespPig, 
Colonel, Infantry, USAR, 
President, Ohio Department, ROA. 


Senator ELLenpER. Now, General Moore, we will go off the record, 
if you wish. 

General Moore. Yes. Thank you, Mr. Chairman. 

(Thereupon, there was discussion off the record.) 

Senator ELLENDER. General Moore, will you obtain the position of 
the Department of Defense as to the matter now under discussion? 

General Moore. Yes, sir; with respect to the indications here that 
there may be some additional funds required for the National Guard 
and for the Organized Reserve. 

Senator ELuenper. All right. 

Senator SALTonsTALL. And, if so, how much. 

(See p. 1550.) 

Senator ELLeENDER. Are there any further questions? If not, I 
thank you very much, General McGowan. 

You may proceed, General Lawton. 

General Lawton. Mr. Chairman, the next appropriation is that for 
the promotion of rifle practice, and I would like to introduce, as the 
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principal witness, Hugh M. Milton II, Assistant Secretary of the Army 
(Manpower, Personnel and Reserve Forces). 






NATIONAL BOARD FOR THE PROMOTION OF RIFLE PRACTICE, ARMY 





STATEMENTS OF HON. HUGH M. MILTON II, ASSISTANT SECRE- 
TARY OF THE ARMY, ACCOMPANIED BY ROBERT D. KING, 
DEPUTY ASSISTANT SECRETARY OF THE ARMY; MAJ. GEN. 
WILLIAM S. LAWTON, DIRECTOR OF ARMY BUDGET, COL. 
HUGH W. STEVENSON, GS, EXECUTIVE OFFICER; LT. COL. ELLIS 
LEA, GS, ASSISTANT EXECUTIVE OFFICER; CARL R. BAUMAN, 
BUDGET AND FISCAL OFFICER; AND STUART H. D. FREED, 
OFFICE, DIRECTOR OF ARMY BUDGET, OFFICE, COMPTROLLER 
OF THE ARMY 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 








; Program oe activities: Administrative and operating expenses 


(total obligations) ________. cant acelin $399, 724 | $220, 000 $300, 000 
Financing: Unobligated balance no longer available__..___-__- 276 WOE CRG Acne haters 
Appropriation. ____- CES oe is see ee | 400, 000 | 357, 000 | 300, 000 





PREPARED STATEMENT 


hPeNETr 


Mr. Mitron. Mr. Chairman and members of the committee, I do 
have a prepared statement, which is rather elaborate, and an adden- 


dum, but I would like to brief both of them in the interest of saving 
; your time. 

' Senator ELtenper. That will be quite agreeable. The committee 
| has already heard about it before. 


(The statement referred to follows:) 


STATEMENT BY Huan M. Mitton II, Assistant SecRETARY OF THE ARMY 
(MANPOWER, PERSONNEL, AND RESERVE Forcrs), PRESIDENT OF THE 
NATIONAL BOARD FOR THE PROMOTION OF RIFLE PRACTICE 


to be permitted to appear here in the Halls of Congress and to present to you our 
proposals for budget support and for such legislation as concerns the defense of 
our Nation. You and your distinguished associates, in the Senate and in the 
House, have a tremendous responsibility in determining the forces which shall 
defend our Nation, our concepts of government, and the liberty and freedom of 
our citizens. Today, in this tense world situation, your actions assume gigantic 
international importance, for upon the bulkwark of our defense is based much of 
the military might of the nations of the free world. The matter before your dis- 
tinguished committee today, when considered dollarwise, is very small as compared 
to the overall Federal budget. The results achieved from the program, however, 
make a major contribution in assisting the Armed Forces to maintain the keen 
fighting edge so necessary in the event of a national emergency. We in the Army, 
as well as the other services, aggressively and sincerely support the budget request 
of the National Board for the Promotion of Rifle Practice. Within the broad 
mosaic of national defense as developed by the Congress, it devolves upon the 
services the responsibility for the organization, training, and equipping of the 
military forces. | 
Those of us who are vested with this training responsibility feel that regardless 
of our highly technical equipment, the ultimate weapon of our defense is man 
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Mr. Chairman and members of your committee, it is always a privilege for me 
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himself. In this day, when such great emphasis is placed upon the more highly 
developed and more scientific weapons, there is in many quarters a tendency to 
forget that when victory is ultimately attained, it shall be as the result of forcing 
the will of the victor upon the conquered by the man on the ground. It is with 
a full realization of this premise that we of the ground forces endorse the program 
of the National Board for the Promotion of Rifle Practice. The man with the 
gun, the straight-shooting citizen in arms, has been the foundation of our military 
strength throughout the history of our Nation. In colonial times, the flintlock 
which hung above the mantlepiece, or rested close to the hand of the colonist as 
he plowed his field, was a symbol of security. Upon his skill in using it depended 
his sustenance, the security of his family, and even the very existence of the new 
Nation rising out of the wilderness. Soldier or settler, explorer or hunter, the 
man with the gun facing the unknown and preparing the way for the westward 
march of our civilization epitomized the solid self-reliance, rugged individualism, 
and the indestructible purpose which has characterized the builders of our Nation. 
As our frontier moved to the westward, it was the Colt 44 and the Sharps rifle 
which replaced the musket of the earlier era. With the expansion of our growing 
Nation reaching the placid Pacific and although the individual citizen no longer 
had to protect his home against marauders, nor shoot his meat, the previous skill 
of the marksman has been kept alive in peacetime by widespread interest in 
hunting and in all forms of competitive target practice. The National Board for 
the Promotion of Rifle Practice and the National Rifle Association have proved 
themselves to be invaluable adjuncts to our Military Establishment. The need 
for its strong support of our defense program has never been more vital than it 
is today when our freedom, and much of everything else that we hold dear, is 
threatened by the menace of aggression. 

For 54 years, the United States of America has had the framework for imple- 
menting a system whereby the young men of our Nation could acquire marksman- 
ship training on a voluntary basis. In 1903, the Congress created the National 
Board for the Promotion of Rifle Practice within the Department of the Army. 
The insistence upon its continuance was voiced in the National Defense Act of 
1916, and by certain other acts in 1925 and 1927. These laws are so worded 
to have vested the Department of the Army with the responsibility of training as 
many young men in marksmanship as the moneys would allow. You are fully 
aware that such instruction is given through rifle clubs affiliated with the National 
Rifle Association of America, which clubs are enrolled with the Director of Civilian 
Marksmanship. These individuals are trained by firing, for the most part, on 
ranges constructed through the voluntary donation of time and money by loyal 
and dedicated citizens. The instructors come from this same group and volun- 
tarily give of their time and experience as a public service. In many cases the 
privately owned ranges are used by Reserve and National Guard organizations for 
their firing and also may I add parenthetically, many of the ranges that are now 
going into the Reserve and National Guard armories are used by these clubs. 
Because of the time gratuitously given by dedicated citizens and their contribu- 
tions of money for the construction of ranges, together with the utilization of 
already existing Federal and State ranges, the cost to the Federal Government for 
rer of the program is comparatively negligible in the light of its great 
value. 

You will recall that the program of the National Board for the Promotion of 
Rifle Practice was suspended during the war years, that is, insofar as appropria- 
tions by the Congress were concerned. Just enough money was appropriated 
during these years to maintain the headquarters office in order to protect equip- 
ment in the hands of the clubs. It should be said to the credit of the dedicated 
men who sponsored the clubs, as well as the membership, that despite the cessation 
of appropriations many clubs remained in existence. In 1946, the Congress 
revised the appropriation and, in addition to the monetary allowance, a substantial 
amount of ammunition was granted from war surplus. After the war surplus 
ammunition had been exhausted (1952), we had some 4 years in which no ammuni- 
tion was available either through an appropriation by the Congress or from the 
Department of Defense resources. In 1956, some moneys were appropriated for 
ammunition and in the 1957 budget, the one under which we are currently operat- 
ing, there was a provision made whereby Defense would provide all ammunition 
except .22 caliber. I am happy to report to you that the Department of Defense 

rovided all ammunition for the current year. Through the generosity of the 

avy, we saved $60,000 in .22 caliber ammunition, plus an additional $9,000 for 
packing and handling which was absorbed by Army Ordnance. The budget 
which we are submitting for your consideration has no item for ammunition of 
any caliber. This is pravided for in cortion 431 of the President’s budget. 
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. In my previous SpRennanace before this committee, you have laid great emphasis 
upon the training o 

the period January 1, 1956, through March 31, 1957, the total enrollment increase 
from 162,471 to 188,073 a gain of almost 16 percent. During the same period the 
junior age group, 12 to 18 years of age, increased from 76,010 to 95,559, or an in- 
crease of almost 26 percent. As of March 31, over 50 percent of the entire enroil- 
ment in the program is in the 12- to 18-years-of-age category. In accomplishing 
this increase, I feel that the National Board has lived up to and exceeded the desires 
of the Congress that we emphasize the training of the youth of this country. 


I would like now to direct your attention, if I may, to the 1957 budget. Last | 


ear, the Congress gave us $357,000 to conduct the program for the current year. 
We have returned $110,000 of this amount to the budget reserve. I have previ- 
ously mentioned that we did not have to spend $60,000 for .22 caliber ammunition 
plus $9,000 for packing and handling. Another $41,000 was saved in targets and 
target materials. This substantial saving was effected after consultation with 
numerous club directors who felt that target material—target cloth, which is a very 
expensive item, cleaning, preserving oil, pasters, and range flags—could be deleted 
from the items which we send to the clubs. We are very proud of this saving and 
we feel that we have not in any way lessened the emphasis on the program by 
effecting it. 

You will recall at the time this committee deliberated upon the 1957 budget 
you requested an addition for the travel of civilian teams in the amount of 
$128,000. In conference, this sum was eliminated. Therefore, in the current 
year budget, we have no money to defray the cost of the civilian teams. We feel 
that it is a very important part of the program and within the amount of $128,000 
which was proposed by this committee it was contemplated that 1 rifle and 1 
‘pistol team, both totaling 17 men, would be allowed their travel and per diem 
costs while they were attending the school for instructors at Camp Perry. Prior 
to World War II, the Congress did give us money for such travel and the last year 
before World War II, 52 State and territorial civilian rifle teams took courses of 
instruction at Camp Perry. Last year, there were only seven such teams. Hence, 
it can be seen that unless there is some stimulus to this phase of our program, we 
are lowering the quality of our instructor group. There is an item of $75,000 in 
the 1958 budget for the travel of the civilian teams; this is the first time that 
such an item has appeared in the President’s budget since before World War II. 
We believe that this sum will be adequate inasmuch as we intend to defray trans- 
gtr gg costs for teams composed of 10 men only, instead of the 17 proposed 
in 1957. 

Gentlemen, in conclusion I hope you see fit to grant the requested sum. You 
may have some detailed questions which I will be happy to answer to the extent of 
my limited capacity. Colonel Stevenson, who is the director of civilian marks- 
manship, is here with me and can answer those questions which I cannot. 


ADDENDUM 
EFFECTS OF HOUSE COMMITTEE REDUCTIONS 


A reduction of $75,000 in the funds requested by the National Board for the 
Promotion of Rifle Practice will eliminate funds requested for travel to the 
national matches of 1 civilian team of not more than 10 competitors from each 
State and Territory. As authorized by the National Defense Act, the requested 
amount is based upon per diem at $1.50 per day and travel expenses at 5 cents a 
mile. This amount is approximately one-third of the amount authorized if such 
travel were paid under authority of Civilian Travel Regulations. 

Prior to World War II, Congress provided funds for travel of civilian teams. 
In 1940, 52 rifle teams were represented at the national matches and took the 
course of instruction in the Small Arms Firing School. Last year there were seven 
such teams attending. Past experience indicates that this small subsidy provides 
the necessary stimulus to encourage greater civilian participation. 

All civilians attending the national matches at Government expense are re- 
quired to attend the Small Arms Firing School. This school concentrates on 
training instructors by providing a course in the latest marksmanship techniques. 
There is an acute shortage of qualified civilian instructors necessary to train youth 
of preinduction age and to organize rifle clubs. The Small Arms Firing School is 
the best method of developing new instructors to satisfy this requirement. The 
Small Arms Firing School is conducted by the best instructors available at the 
United States Army Infantry School, Fort Benning, Ga. Their abilities are 


outstanding and they teach the latest and best methods of instruction known at 
that time. 





the youth of the Nation. I would like to point out that aring 
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The greatest need, as far as civilian marksmanship is concerned, is for instructors 
in order that the level of training can be raised. 


SAVINGS EFFECTED 


Mr. Mitton. There is very little I can add. 

Last year’s appropriation was $357,000, and we saved $110,000, 
and returned it to the budget reserve. That was in operations for 
1957. 

Last year, your committee directed that there would be an item 
of $128,000 put into the budget over our request to take care of the 
travel and per diem of civilian rifle teams, all members of which are 
instructors, who go to Camp Perry, and then go back to instruct in 
their own locality. 

Prior to World War II, we had as many as 52 teams from the States 
and Territories in training. Last year we only had seven, and during 
that interim, prior to World War II, up to the present we gave them 
no subsidy in the way of travel. 


CIVILIAN TRAVEL FUNDS 


It was at the insistence of your committee that I was successful in 
getting for the first time in the executive budget this one item for 
civilian travel, but it was reduced from the $128,000, to $75,000, 
because we found we could do the job within this sum of money by 
reducing the number of men on each team from 17 to 10. 

Then the House took the $75,000 away, and the budget now stands 
at $225,000. 

Senator ELLENDER. You are asking for a full restoration? 

Mr. Mitton. Yes; we are. 

Senator ELLENDER. What is going to happen if that is not 
reinstated? 

Mr. Miiton. We will continue in the status quo. We will not be 
able to train these instructors to go back to train the other fellows. 

Senator SALTONSTALL (reading). 

The previous skill of the marksman has been kept alive in peacetime by widespread 
interest in hunting and in all forms of competitive target practice. 

Mr. Miron. I was coming to that, sir. 

Senator ELLeNDER. Would it just curtail it some or what would be 
the effect on this program, Mr. Milton? 

Mr. Miron. This committee has told me repeatedly they wanted 
this program reserved for young men from 12 to 18. 

Senator Toye. Then let us get it on the record. How many would 
you have from each State? 

Mr. Mitton. Ten from each State and Territory, so that would be 
520 individuals. 

Senator Ture. That is what you would have provided if you got 
the funds, or is that what you will have without the additional funds? 
Mr. Miron. If we do not have the funds there will only be about 
70. 

Senator Turse. That is what I wanted to get the record to reflect. 
In other words, about 70 men would be all? 

Mr. Miitron. That is right. 

Senator Toye. And if you obtained the funds, how many would 
you then have? 
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Mr. ‘Mitton. You would have 520; 10 from each State and 
Territory. 
IMPORTANCE OF PROGRAM 


Senator Ture. They would be conducting the training; and with 
this rapidly growing population, and so many of our youth confined 
to city areas where they do not have the opportunity to use a gun, I 
think it is absolutely vital that we have the rifle practice so that the 
youth can have the opportunity to acquaint themselves with a gun 
and learn how to handle a gun. 

They will be much more able to defend themselves if they can start 
to train when they are boys rather than when they are adults. 

Mr. Minron. I fully concur. 

Senator Ture. It is just commonsense to me, because the boy 
that carries a rifle from the time he is about 8 or 9 years of age, or 10, 
9 times out of 10 will be a crack shot. But a boy that picks up a rifle 
in his adult years, for instance in the 20’s is not the crack shot that 
the boy’s who started out at 8, 9, 10, or even 15 years of age. That 
has been my practical observation, and I have been amongst quite 
a few young fellows. I really think this rifle practice is very useful. 

Senator ELLeNpER. Restoration has been requested by the Army 
of the $75,000? 

Mr. Mitton. It has. 

Senator ELLenpmrR. Are there any further questions? 

If not, General Lawton will you proceed with the next witness? 


ALASKA COMMUNICATION SYSTEM 


STATEMENTS OF MAJ. GEN. W. PRESTON CORDERMAN, DEPUTY 
CHIEF SIGNAL OFFICER; MAJ. GEN. WILLIAM S. LAWTON, 
DIRECTOR OF ARMY BUDGET, OFFICE, COMPTROLLER OF THE 
ARMY; AND MAJ. D. M. ROSS, OFFICE OF THE CHIEF SIGNAL 
OFFICER 


OPERATION AND MAINTENANCE 


Program and financing 


| 
| 1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 





1. Construction of telephone, telegraph, and cable systems_| S000, COD) Bis, ds hee $357, 000 
2. Improvement of fire protection system : -|------------- $300, 000 50, 000 
3. Maintenance and operation of the communication sys- | 
Os a cocaine. a4ndiitanadan atekcnnttdutinetdtiedaataes | 4, 600, 319 4, 700, 000 5, 293, 000 
Tate CR, i. cinind ~snsck Sdsst delisted hen -| 4, 881, 238 | 5, 000, 000 5, 700, 000 
Financing: | 
Unobligated balance brought forward ____....-. Saxe ; -| —65, 219 ORT bi5i cS. 2352... 
Unobligated balance carried forward aris cudaineiobasidl 610, 183 sential 
Unobligated balance no longer available. _.__....._._--- | 73, 798 | 610, 183 











Appropriation (adjusted) -..............-.-.-- ai ios aie 5, 500, 000 5, 000, 000 5, 700, 000 
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CONSTRUCTION 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: Construction of 5 ee an 


7 and utilities (total obligations) _- LA $23, 661 $500, 000 $112, 000 
inancing 
Unobligated balance brought forward -_-__-........-.------ —1, 384, 255 | —1, 360, 594 — 860, 504 
Unobligated balance carried forward___.........-.-.--.--- 1, 360, 594 860, 594 748, 504 


GENERAL STATEMENT 


General Lawton. This is Maj. Gen. W. Preston Corderman, Deputy 
Chief Signal Officer. 

General CorperMaAn. Mr. Chairman and gentlemen, the Alaska 
communication system, established on May 26, 1900, is operated by 
the Army Signal Corps to provide telephone and telegraph services 
throughout the Territory of Alaska and to connect Alaska with the 
United States and other countries. 

The system performs a dual mission by providing the main military 
long lines channels and furnishing commercial communications for the 
Territory. This dual mission requires that the Alaska communication 
system be so integrated with the military and commercial connecting 
communication facilities that it may serve effectively both the mili- 
tary and civilian requirements. 

In order to assist in your analysis of these estimates I have a chart 
which in black lines shows the existing land line telephone and tele- 
graph circuits. Radiotelephone and radioteletype circuits are shown 
in red. The blue line indicates the submarine cable operated by the 
system. A total of 55 stations will be in operation in fiscal year 
1958. The system also connects with more than 300 privately owned 
telephone and radio stations located in the canal towns and 
canneries. 

PROPOSAL FOR SALE OF SYSTEM 


In fiscal year 1957, the Alaska communication system will be oper- 
ated with a budget of approximately $5 million. Operations are at 
a minimum level pending determination of the legislative proposal 
for the sale of the system. Apropos of this proposal, the Bureau of 
the Budget is withholding action pending coordination between the 
Department of Defense and other Federal agencies who have an inter- 
est in the disposal of the system. These include the Department of 
Agriculture, the Department of Commerce, the Department of the 
Interior, and several others. A committee has been formed under 
the chairmanship of the Army to obtain the departmental positions 
of these other agencies, and discussions are now in progress with 
these other departments. It is expected that legislation, . fully 
coordinated, will be ready for submission to the Congress next 
November. 
BUDGET REQUEST ' 


A total of $5,700,000 is being requested for fiscal year 1958 in order 
to operate and maintain the system on a continuing economical and | 
efficient basis. There are two major items that account for the in- 
crease of $700,000 in fiscal year 1958 as compared with fiscal years 
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1956 and 1957. One item of $137,000 provides for the Government’s 
contribution to the civil-service retirement fund in accordance with 
title IV, Public Law 854, 84th Congress. The other item, $563,000, 
which accounts for the balance of the increase is for the operation of 
the greatly enlarged facility resulting from the completion of the 
Seattle-Ketchikan-Skagway coaxial submarine cable project which 
has been under construction since 1954. 

This chart summarizes the increases and decreases in this appro- 
priation in fiscal year 1958 compared with fiscal year 1957: 


Govern- 





ment’s con- 
Project number and title tribution Other Total 
to civil- 
service 
retirement 
INCREASES 
210 Construction of telephone, telegraph, and cable systems... 0 $357, 000 $357, 000 
330. Maintenance of the syste... «i . ~- 2. a<enn succwesecccoccmen $23, 000 13, 000 36, 000 
320 Maintenance of buildings and appurtenances----_---_-_-- 5, 000 41, 000 46, 000 
208) “Operation of the ayetenh nc. issn esik eed eeenk 109, 000 402, 000 511, 000 
bE MTOR ooo. ond no occ dadedbdceeeo 137, 000 813, 000 950, 000 
DECREASE 
240 Improvement of fire-protection systems.___.__.....-_.--- 0 250, 000 250, 000 
DOOR OPN 5 <a i ht sity Li 137, 000 563, 000 700, 000 


The highlights of the significant changes in the projects which 
account for the $700,000 increase in fiscal year 1958 over fiscal year 
1957 follow. 


CONSTRUCTION OF TELEPHONE, TELEGRAPH, AND CABLE SYSTEM 


No funds were requested under this category for fiscal year 1957. 
The Army requires $357,000 in fiscal year 1958. This $357,000 in- 
crease over fiscal year 1957 consists of the following: The sum of 
$300,000 is needed to provide for additional toll-switchboard positions 
at Anchorage and Fairbanks to connect with the additional telephone 
channels being provided by the White Alice network and the new 
submarine cable of the system; $30,000 is required for rehabilita- 
tion of the Wrangell-Petersburg submarine cable by equipping 
it with commercial, fixed-plant type carrier equipment to replace 
obsolete field-type equipment which will provide toll grade quality 
circuits without intermediate unattended repeaters; $17,000 is neces- 
sary for expansion of the voice-frequency channels between Anchor- 
age-Tok Junction-Fairbanks, which will provide a mobilization poten- 
tial and continuity of service without interruption when equipment 
and other operational failures occur; and $10,000 is required for con- 
version of toll offices at Anchorage and Fairbanks to conform with 
facilities of the system and to eliminate excessive losses in reception. 


IMPROVEMENT OF FIRE-PROTECTION SYSTEMS 


A total of $50,000 is required for completion of automatic fire 
alarms and sprinkler systems at various locations in order to reduce 





A 
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the risk of loss of life and property, a decrease of $250,000 over the 
estimated obligations for fiscal year 1957. 


MAINTENANCE OF THE SYSTEM 


Funds in the amount of $1,069,000 will be required in this category 
for fiscal year 1958. This is an increase of $36,000 over fiscal year 
1957 and consists of $23,000 for Government’s contribution to the 
civil service retirement fund, and $13,000 for the cost of drydocking 
and repair to the cable barge Lenoir. 


MAINTENANCE OF BUILDINGS AND APPURTENANCES 


A requirement for $216,000 exists in fiscal year 1958 for maintenance 
of buildings and appurtenances. This is an increase of $46,000 over 
that required for fiscal year 1957; $11,000 is required for portable 
fire extinguishers to be installed at 32 stations of the system for the 
protection of buildings; $5,000 is required for the Government’s 
contribution to the civil service retirement fund; the remainder of 
the increase is required to bring the buildings up to prescribed stand- 
ards to prevent further deterioration. 


OPERATION OF THE SYSTEM 


Funds in the amount of $4,008,000 will be required for the operation 
of the system during fiscal year 1958. This is an increase of $511,000 
over fiscal year 1957. As a result of the White Alice activities and 
the completion of the Seattle-Ketchikan-Skagway coaxial submarine 
cable project, the system will have the capability of handling greatly 
increased traffic. It is anticipated there will be an increase of approxi- 
mately 20 percent in traffic handled between Alaska and the United 
States during fiscal year 1958. 

This will require $180,000 for additional telephone operators and 
$222,000 for additional leased circuits. The remaining increase of 
$109,000 is that portion of the Government’s contribution to the civil 
service retirement fund applicable to this subproject. 

Obligational authority for new construction projects is not being 
requested for fiscal year 1958 pending a decision on the proposed 
legislation authorizing sale of the system. 


HOUSE REDUCTION 


The House of Representatives reduced the “Operation and mainte- 
nance, Alaska Communication System” appropriation by $700,000, a 
12-percent reduction. 

his action will reduce the fiscal year 1958 funds below the fiscal 
year 1957 level of operations because the added costs of $137,000 for 
civil-service retirement must be absorbed in this appropriation. Also, 
in addition to the same operating costs as in fiscal year 1957, the Alaska 
Communication System will be required in fiscal year 1958 to operate 
and maintain the recently completed Seattle-Ketchikan-Skagway 
coaxial submarine cable, a project authorized by Congress on which 
construction was started in fiscal year 1954. 

For the increased workload over this greatly enlarged facility, the 
balance of the $563,000 is needed to provide for additional telephone 
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operators, switchboard equipment, and additional leased circuits. 
As a result of this increased service, it is anticipated that there will be 
an increase in commercial revenue deposited to the United States 
Treasury. 

USE OF COMMERCIAL RECEIPTS 


As previously stated by General Lawton, the language in the House 
Appropriations Committee’s report indicates that it is the intent of 
the Committee that the Alaska Communication System be allowed 
to use 15 percent of the fiscal year 1958 commercial receipts collected 
by the system. To date, use of the 15 percent of receipts has never 
been made available to the Army for operational purposes. 

It is on this basis that the Department of the Army requests the 
restoration of $700,000 to the appropriation. 


DESCRIPTION OF SYSTEM 


I thought in view of the previous discussions that I would hit only 
a few of the high spots. This chart shows what the Alaska Com- 
munication System consists of. The black lines in Alaska are the 
lines that make up the system in the central part of Alaska. 

Senator ELLENpDER. The telephone lines? 

General CorpERMAN. Yes, sir. The blue lines are cables. They 
run from Seattle to the southeastern part of Alaska, then to central 
Alaska and the Aleutian Islands. 

These red lines here [indicating] are radio circuits. The dotted 
lines down through Canada are circuits that are leased from the 
Canadian telephone system that are now used, when we put the 
cables into full use these will be reduced in number. 

Senator ELLENDER. You mean the lines leased from the Canadian 
Government? 

General CorpERMAN. Yes. Some of the lines will be needed for 
strategic purposes. 

COST OF LEASED LINES 


Senator ELLENDER. When you leased these wires, did you have 
exclusive use of them? 

General CorpDERMAN. Yes. 

Senator ELLENDER. Do you know what the cost of those is? 

Major Ross. It is approximately $838,000. 

General CorperRMAN. The principal point that I would like to 
cover has to do with the matter of the 12-percent reduction by the 
House. As you may recall in our previous discussions, the amount 
asked for this year was $5,700,000. 

The House reduced that amount to $5 million, which is the amount 
we are using this vear. 


AUTHORITY TO USE RECEIPTS 


it was their intention that we would be able to use 15 percent of 
the collections that we would make during the current year. 

Senator ELLENDER. What does that 15 percent amount to? 

General CorpeRMAN. This would approximate something around 
$600,000, provided the increase that we have proposed went into 
effect. 
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Mr. Bartlett has requested that the increase in telegraph rates not 
go into effect. If it should not, this would mean some $200,000 less 
revenue. Consequently there would be $30,000 less than $600,000 
available for use by the system. 

Senator ELLENDER. What is going to happen if you cannot get the 
$700,000? 


NEED FOR TERMINAL EQUIPMENT 


General CorpERMAN. As I mentioned yesterday, the new cable that 
has been laid starting in 1954 will not be completely used; we will not 
be able to realize the additional circuits due to the fact that we will 
not have the terminal equipment to make full utilization possible. 

Senator ELLENDER. You mean manpower? 

General CorpERMAN. Switchboards and switchboard operators. 

Senator ELLENDER. How much of that is for that purpose? 

General CorDERMAN. The amount for that is $563,000. 

Senator ELLENDER. Is that for equipment? 

General CorpERMAN. That is for equipment and personnel to 
operate the equipment. 


LEASE OF CANADIAN LINES 


Senator ELLteNDER. You said a moment ago that when this equip- 
ment was properly installed, that you would be able to do away with 
the Canadian lines. 

General CorpEerMAN. This we will not be able to do this year, 
because we have a lease with the Canadians which will have to be 
continued on this coming year. 

Senator ELLENDER. But you said awhile ago that if you could have 
the cable established and in use, you could do away with the Canadian 
wires. 

General CorpERMAN. It will take some time, Senator Ellender, to 
install this equipment and to get the operators up there. We do not 
anticipate starting the 1st of July with this equipment in use. 

Senator ELLeNpER. How long would it require? 

Major Ross. I do not have a good answer on that now. 

General CorpERMAN. I would say 6 months. 

Senator ELLenpeEr. So that by January 1, if the money is made 
available to you, you could have the equipment in place and ready 
for service? 

General CorpERMAN. Some of these leases cannot be terminated. 

Senator ELLEeNpER. I am coming to that. I am talking now about 
the new installations. 

General CorpERMAN. That is correct. 

Senator ELLenper. All right. 

Now, assuming that they would be installed in January, and as- : 
suming that you could cancel out with Canada, how much savings 
would you make? 

General CorpERMAN. If we could cancel out completely with Can- 
ada—we cannot cancel out completely, because this part of the system 
[indicating], will have to be continued, because the cable ends here 
[indicating on chart}. 

Senator ELLENDER. Do you mean indefinitely? 

General CorperRMAN. Well, until we either get some service 





Senator ELLenpER. You mean until you bring in another cable? 
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General ConpERMAN. Or radio. Some other means of getting from 
there over to Anchorage and Fairbanks. 


PERIOD COVERED BY LEASE 


Senator ELLENDER. What period is covered by your contract with 
the Canadian utility? 

Major Ross. I believe it is for 20 years, and I also believe it started 
in 1948. 

Senator ELLENDER. Do you mean to say that we have to go over 
for that length of time? 

General CorprerMAN. I will have to get more information on that. 
I really do not know the answer. 

(The information requested follows: ) 


LENGTH OF LEASE 


Effective March 31, 1948, the United States and Canadian Governments 
entered into an executive agreement whereby the Canadian Government would 
provide certain telephone and telegraph circuits between Edmonton, Alberta, 
and the Alaska-Yukon border. This agreement was extended for a period of 
5 years, and thereafter to remain in effect as long as the respective Governments 
continued to maintain telephone and telegraph circuits from Edmonton, Alberta, 
to Fairbanks, Alaska. In the event either Government determines that no 
circuits are required between Canada and central Alaska, this agreement may be 
terminated by mutual agreement, or by either Government giving 1 year’s notice 
to the other Government of intention to terminate the agreement. 

In order to provide circuits essential for the extension of facilities of the recently 
completed submarine cable into central Alaska, another agreement was executed 
between the Army and the Canadian National Telegraph Co., acting as agent for 
the Northwest Communication System, a Canadian Government concern, in 
May 1955, for additional telephone and telegraph circuits between Whitehorse, 
Yukon Territory, and the Alaska-Yukon border. The agreement became effective 


January 1, 1957, and is on an annual basis, terminable at the option of either 
Government. 


CANADIAN GOVERNMENT UTILITY 


Senator ELLenper. Is that a privately owned concern, or is it a 
part of the Government? 

General CorpERMAN. It is the Northwestern Communication 
System, which is Government owned in Canada. 

Senator ELLENDER. I wonder if you could give us more information 
on that before we close this record? 

General CorpEeRMAN. I think so. 

Senator ELLeNDgER. That is as to your ability to cancel out or termi- 
nate your lease by January. 

General CorprerMAN. I will get that information. 

Senator ELLENDER. In other words, let’s find out whether or not 
you can cancel out that part of the facility and save the money now 
being spent. 

General CorpeRMAN. Yes. 

(The information requested follows:) 


CONTINUED REQUIREMENT FOR CIRCUITS 


The leases in Canada may not be canceled without a year’s notice; however, 
a careful review of overland circuits leased in Canada indicates they must be 
retained as a military necessity. Prior to the recent activation of the multi- 
channel submarine cable between Seattle, Wash., and Skagway, Alaska, the 
overland telephone and telegraph circuits leased from Canada provided the only 
reliable communications between the United States and Alaska, and hence were 
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vital to the defense of the United States. The situation has not altered to any 
great extent today, even though we can provide additional circuits through the 
cable. Inthe event of damage to the cable due to an act of God or enemy action, 
all circuits passing through the cable will be severed until the cable repair ship 
can effect repairs. It is estimated that such repairs will take 5 days and probably 
longer. From a military viewpoint, an extended breakdown of communications 
is not acceptable. In addition to the strategic necessity of having an alternate 
route to Alaska, reducing or eliminating the Canadian circuits would mean the 
leasing of a comparable number in the existing commercial submarine cable. 

The cost of the leased circuits which extend the cable circuits into central 
Alaska is $338,830. 


COST OF LEASE 


Senator ELLENpDER. You say the entire amount is $800,000? 

Major Ross. That is the total amount we pay the Canadians for 
the wires we lease from them. 

Senator ELLenpmr. If you get that information, 1 think that will 
be helpful in determining whether we can give you the $700,000. 

General CorpERMAN. Some of those have strategic value, and I 
will also provide that information to you. 

Senator ELLenper. Is there any other information that you desire 
to present? 

General CorpERMAN. No, sir. 

Senator ELLENDER. According to the suggestion made by Commis- 
sioner Bartlett have you any suggestions that would aid us at this 
time? 

PUBLIC HEARING ON RATE INCREASE 


General CorpeRMAN. I have been thinking about it since this 
morning, Mr. Chairman, and I believe that the best way to do this 
would be to have an agency review the rates and give you a recom- 
mendation, or have the agency provide a hearing, such as a public 
utilities commission might do. I recommend the Federal Communi- 
cations Commission to undertake this task, because this is something 
in which they specialize. 

Senator ELLENDgER. Furnish us with the information and material 
you have available in Washington. 

General CorpEerMAN. Yes, sir. We made a very thorough study 
of this, and all those facts are available here in Washington. 

Senator ELLENpDER. They are? 

General CorpERMAN. Yes, sir. 


RATE OF PROPOSED INCREASE 


Senator ELLENDER. How much do you expect to up the price? 

General CorpERMAN. The telegraph rates 30 percent. 

Senator ELLENDER. You stated the cost was 50 percent more, but 
the rates would only be increased 30 percent. 

General Corperman. To bring them in line with Western Union 
service, it would be more than 50 percent. 

Senator ELLENDER. Why is that? 

General CorpERMAN. We suggested 30, because 50 seemed to be 
too great an increase. 

Senator ELLenpER. I am going to ask that the chairman of the 
committee write a letter to the Federal Communications Commission. 

When do you expect to put this high rate into effect? 
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General CorpDERMAN. July 1. This was announced about 3 months 
ago to go into effect July 1. 

Senator ELLENDER. We will consult with the Federal Communica- 
tions Commission and see what they say. All material and prices is 
readily accessible to us, is it not? 

General CorpeRMAN. Yes, sir. We have it all here just as much 
as they would like to have. 


PROCUREMENT AND PRODUCTION, ARMY 


STATEMENT OF COL. W. H. CONNERAT, CHIEF, REQUIREMENTS 
DIVISION, OFFICE, DEPUTY CHIEF OF STAFF FOR LOGISTICS 


Program and financing ' 





1956 actual | 1957 estimate |1958 estimate 





Program by activities: 
Direct obligations: 


























1. Major equipment. -.------.----------------| $866, 718,403 | $585,000,000 | $513, 000, 000 
2. Ammunition and guided missiles____.-........--- 901, 187, 728 931, 000, 000 781, 000, 000 
3. Industrial mobilization -______-_- ~na---2--------] 125, 622, 968 139, 000, 000 100, 000, 000 
Baensecesdsrsiepentigps spel ial tla aes seen 
Total direct obligations... ................_-.- 1, 893, 529, 099 | 1,655, 000,000 | 1, 394, 000, 000 
Reimbursable obligations: 
1. Major equipment -__- senate deen vada, SE 13, 465, 168 135, 000, 000 80, 000, 000 
2. Ammunition and guided missiles___.__-____-- 113, 407,767 | 110,000, 000 70, 000, 000 
3. Industrial mobilization a Se PE ils oe ook eae at 
Total reimbursable obligations._............--- 130,191,855 | 245,000,000 | 150, 000, 
Total obligations. ___------ ital RE | 2,023, 720, 954 | 1,900, 000,000 | 1,544, 000, 000 
Financing: 
Unobligated balance brought forward___-.---...---.-- —4,874,252,679 |—2,524,767,286 | —1,576,865,286 
Unobligated balance transferred to— 
“Emergency fund, Department of Defense’ (69 | 
Stat. 302) _ cabled naseseaaeh Jis323| ) SOON OR RraL cee eras 2g 
“Military construction, Army’”’ (69 Stat. 450)..-....| 485,077,000 |-..-.._.._-...-|----....-.__.. 
“Military construction, Air Force’’ (69 Stat. 450) _- BOy CEO Pann ones. Sanne cinaseniteke 
' Advances and reimbursements from— 
' Other accounts_ -- i a cr . — 257, 042,573 | —560, 000,000 | —190, 000, 000 
' Non-Federal sources (61 Stat. 501, 675, 774; 63 Stat. | 
Been k bcs ee ee -| —10, 669, 891 —10, 000, 000 —10, 000, 000 
Anticipated reimbursement for future year deliveries of 
materiel common to United States requirements 
ordered by military assistance in current year... ----.-- — 156, 600,097 | —382, 098,000 |..........__-- 
Unobligated balance carried forward_-_-_-..........----- | 2, 524, 767, 286 | 1, 576,865,286 | 815, 865, 286 
TI i «cepts cnc dcustuthtcmiaekunsapthadaualnecbeked deena aoe 583, 000, 000 


oe 














1 As contained in President’s budget, FY 1958 
GENERAL STATEMENT 


General Lawton. The next appropriation, Mr. Chairman, is that 
for procurement and production, Army, and the principal witness is 
Col. W. H. Connerat, Chief, Requirements Division, Office of the 
Deputy Chief of Staff for Logistics. 

Senator ELLtenper. Are you asking for restoration of $67 million? 

General Lawton. That is the amount requested. They originally 
requested $583 million, less $516 million, leaving the $67 million. 

Colonel Connerat. We are not asking for the restoration. 

Colonel Connerat. Mr. Chairman and members of the commit- 
tee, the procurement and production appropriation provides funds to 
procure major items of equipment, ammunition and guided missiles, 
and for development of those production facilities not available in 
the civilian economy. We require these stocks and production 
facilities as essential support to our combat forces. 
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General Taylor has presented to you the tactical and operational 
concepts of the Army of the future. The impact of these develop- 
ments warrants taking a few minutes to indicate how these changing 
concepts affect the “‘Procurement and production” appropriation. 


NEW CONCEPTS OF DISPERSION AND MOBILITY 


The advent of atomics, combined with guided missiles and rock- 
ets, has caused us to change completely our concepts of dispersion 
and mobility in order to assure survival on the battlefield of tomor- 
row. We likewise envision many changes in our scheme of opera- 
tions to exploit fully the potential of new weapons in order to defeat 
the enemy. Greater distances between the forward elements are 
essential. Small units with a potential to mass rapidly, exploit, and 
then disperse are absolutely necessary. This type action will require 
not only new and more mobile weapons and equipment but greater 
communications to control our forces. 

The Army is now proceeding to reorganize into smaller divisions 
and Army missile commands with greater mobility and increased 
control through improved communications. 

The fiscal year 1958 program includes these major changes in organ- 
ization, tactics and weapons, and reflects the following objec tives. 

First, full support of local war; second, provide as adequate support 
for a general war as budgetary allowances will permit. 

To accomplish these objectives, we are emphasizing the early 
attainment of basic allowances for our active forces for all guided 
missiles, aircraft, and new conventional weapons. 

We must maintain the capability to win a small war and provide a 
balanced capability for fighting a general war with the weapons which 
are producible today. We have accepted a risk by discontinuing 
procurement of items not required in the future Army. Other items, 
which will not be replaced during the next 5 years, and whose stockage 
position presents an unacceptable degree of risk must be procured in 
order to maintain a balance in our capabilities. 

There are also items which are affected more by use and age than 
by technological advances. ‘These are nonglamorous items, such as 
trucks, construction equipment and materials handling equipment, 
without which our troops could not be supported. We must continue 
to replace these items on a regular cycle if we are to maintain the 
effectiveness of our logistical support. 


TOTAL REQUEST 


The request for obligational authority of $1.394 billion for the 
Army can be subdivided into separate activities. 

(a) Six hundred and seventy-seven million dollars is for guided 
missiles and rockets and those special items required to support these 
units; (6) planned procurement of aircraft is $116 million, These 
funds will procure cargo and utility fixed-wing aircraft and several 
types of paboaptars. We plan to procure at this time to satisfy only 


current peacetime Army needs; (c) $83 million will be used to procure 
new items which represent bold advances in military capability; 
(d) $102 million is needed to procure user test quantities of the most 
promising results of the research and development effort; (e) $206 
million is for: electronic equipment, construction equipment, tactical 
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and commercial vehicles, ammunition for training, and a very small 
quantity of rail and floating equipment. All of the items included 
here are available modern types and still will have a long-term utili- 
zation. The quantities involved do not exceed peacetime Army needs; 
(f) $57 million will procure a limited number of items which will be 
critically needed in the early phases of a local or general war. These 
items also have a long-range utilization and will be for mobilization 
reserve; (g) the Army’s industrial mobilization program of $100 million 
provides funds for three primary purposes: 

(1) Provision of production facilities; (2) layaway of industrial 
plants and equipment upon completion of procurement contracts; 
and (3) industrial engineering measures; 

(hk) $53 million is for first destination transportation charges for 
that materiel which will be delivered from the place of manufacture 
and the cost of the components of atomic weapons which are to be 
provided for the Army through the Armed Forces special weapons 
project by the Atomic Energy Commission. 

The distribution of estimated fiscal year 1958 obligations is a sum- 
mary of our shopping list. In addition we have within our overall 
fiscal year 1958 program $587 million of high priority items which we 
should like to procure should additional funds become available from 
sales of stock to other customers in excess of our estimate, or slippages 
occur in the items included in the shopping list. 

To summarize, I can best describe our program as most austere. 
The amount of funds requested reflects carefully calculated and con- 
sidered requirements, and includes economies to be effected in in- 
ventory, programing and in production. With all prudence and in 
our professional judgment we dare not recommend a lower request, 
which would result in a greater risk and reduction in the state of our 
readiness. 

PREPARED STATEMENT 


At this time, Mr. Chairman, I would like to request that my state- 
ment be inserted in the record at this point. 

Senator ELLENDER. Without objection it will be done, 

(The statement referred to follows:) 


STATEMENT RY Cot. W. H. Connerat, Carer, REQUIREMENTS Division, OrFricE 
Deputy Cuier or Srarr ror Logistics, PROCUREMENT AND PRODUCTION, 
ARMY 


Mr. Chairman, members of the committee, the ‘‘Procurement and production” 
appropriation provides funds to procure major items of equipment, ammunition, 
and guided missiles, and for development of those production facilities not avail- 
able in the civilian economy. We require these stocks and production facilities 
as essential support to our combat forces. 

Table I, which I will insert in the record shows the amount of the procurement 
and production program from fiscal year 1953 through fiscal year 1958 financed 
from carryover funds and from currently appropriated funds: 
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TaBLE I.'\—Procurement and production, Army 


[Millions of dollars] 























Unobli- Reim- |Recovery| Total 
Amount } Amount} gated burse- of prior avail- | Amount | Amount 
Fiscal year requested! appro- | balance ments years, able for | funded | obli- 
priated | brought and obliga- obliga- | gated 
forward | transfers| tions tions 
@ (2) (3) (4) (5) (6) } (7) (8) (9) 
sia on I pesminens SE on = — 
| | 
Oo) $3, 684.5 | $2,736.0 | $1,373.7 | $1, 097.6 pay aes | $5, 207.3 | $4, 908.7 | $3, 494.3 
ee ee ow ena 3, 395. 3 3, 224.6 | 1,713.0 919. 2 $1, 471.7 7, 328. 5 2, 603. 5 1, 985. 6 
DO os ebrintitadeg snd 44 So hehe oetres 6<<489 5, 507.8 1,177.3 1,137.1 | 7,822.2 3, 326. 6 2, 947.9 
I hota: iesigt ape soatnmcas Rapneeaeesk te ike 4, 874.3 —325. 8 | cant | 4, 548.5 2, 135. 0 2, 023.7 
SP Rd t iran iptin emaielshnanowohes 2, 524.8 1,006.6 |___- | 353.14} 2, 162.2 1, 826.0 
7 SEES RES 683.0 67.0 1, 705. 3 200. 0 |- eS if 1, 544.0 
eee ce) mee yo :. | Se ela teas 


1 President’s budget except col. 8. 
2 Estimated. 


Norte.—Balances at the beginning of fiscal year 1955 and subsequent years have been adjusted in con- 
formance with sec. 1311, Public Law 663, 83d Cong. As a result, there is no continuity between balances 
at the end of fiscal year 1954 with beginning balances in fiscal year 1955. 


Column 4 of the table indicates the continued reduction at the end of each fiscal 
year since 1954 of the unobligated balance available to the Army. Column 2 
shows that since fiscal year 1954, the last year when funds were appropriated by 
Congress for “Procurement and production, Army,’’ the Army has not requested 
new obligational authority. Fiscal year 1958 is the first year since 1954 that new 
appropriations have been requested; the amount requested as submitted in the 
President’s budget is $583 million as shown in column 2. It will be further noted 
from column 9 that the “‘Procurement and production,” Army obligations have 
constantly decreased since fiscal year 1955 and expected fiscal year 1958 obliga- 
tions ($1,544.0 million) are only about one-half of the fiscal year 1955 obligations 
($2,947.9 million). 

General Taylor has presented to you the tactical and operational concepts of the 
Army of the future. The impact of these developments warrants taking a few 
minutes to indicate how these changing concepts affect the ‘‘Procurement and 
production” appropriation. 

The advent of atomies, combined with guided missiles and rockets, has caused 
us to change completely our concepts of dispersion and mobility in order to assure 
survival on the battlefield of tomorrow. We likewise envision many changes in 
our scheme of operations to exploit fully the potential of new weapons in order to 
defeat the enemy. Greater distances between the forward elements are essential. 
Small units with a potential to mass rapidly, exploit, and then disperse are abso- 
lutely necessary. This type action will require not only new and more mobile 
weapons and equipment, but greater communications to control our forces. 

Increased surveillance of the enemy’s position for greater depths will be neces- 
sary to enable us to use effectively the longer range and increased fire power of 
our new weapons. 

Because of the greater ranges, the battlefield of the future will be wider and 
deeper than in the past. There will probably be thinly held areas of considerable 
dimensions between combat elements. Flanks will not necessarily be protected 
by friendly units. Surveillance and reconnaissance must cover 360 degrees. 

Depots must be dispersed and smaller to eliminate to the maximum extent 
possible their becoming potential savory targets. The logistical problem of moving 
supplies to sustain combat will become more difficult because of the greater 
distances. 

General Taylor stated the Army is now proceeding to reorganize into smaller 
divisions and Army missile commands with greater mobility and increased control 
through improved communications. Additional improvements will be integrated 
into the new organizations as they are developed. 

Our organization, tactics and weapons are being changed to meet the needs of 
the future. We know that the overall requirements of our future Army will 
greatly exceed the need for materiel which we plan to procure with the funds 
requested for the fiscal year 1958. 

At this point I would: 

First, describe the present status of the Army’s 1957 materiel program; then 
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Second, discuss specific objectives of the fiscal year 1958 program and the 
results to be achieved; and 
Last, discuss the program of the future. 


Cuart No. 1.—Comparison of fiseal year 1957 obligational estimates 


{In millions] 


Original plan Current 
(December estimate Net change 





1955) (April 1957) 
Ammunition and guided missiles_.-___-_- 2 itthteseitehodiianiea $1, 106 $931 —$175 
Major equipment. mate ee sort daeleldet eon aia 355 585 +230 
Industrial mobilization. -._- an 125 139 +14 
NR s.ccdt, 3 6it ant el betes eedele 1, 586 1, 655 +69 





This chart shows a comparison of our obligational plan for fiscal year 1957, as 
originally submitted to Congress during the fiscal year 1957 hearings, and as now 
estimated. The total shown for the original plan is $1,586 million. The increase 
of $69 million represents an increase in the estimated sales of Army stock to other 
customers. The figures on this chart do not include the funds which will be 
obligated directly to meet other customers’ procurement demands. 

The principal change is a decrease of $175 million in the ammunition and guided 
missile estimate. 

In general, the $25 million decrease in ammunition resulted from stretching out 
items over a longer period of time to maintain the advantage of having an operat- 
ing production base capable of rapid expansion. A few new development ammu- 
nition rounds did not warrant initiation of quantity procurement at this time, and 
the inventories of some ammunition rounds are now considered reasonably ade- 
quate and will not be augmented during the period of transition to the Army of 
the future. 

The most significant reduction was in the Nike in the surface-to-air missile area. 
To avoid obligation of funds for an obsolescent weapon, we did not procure as 
many Nike Ajax missiles as we had estimated and the conversion of Nike Ajax 
ground control equipment has been discontinued. We have utilized some of these 
funds to procure the vastly superior Nike Hercules missile and Universal control 
equipment. The Nike Hercules can carry an atomic warhead and offers increased 
range and accuracy. This reduced the estimate by $90 million while still per- 
mitting orderly change in our production facilities to manufacture the new 
weapon. 

A reduction of $69 million was made in the Honest John surface-to-surface 
Rocket estimate. A critical appraisal of the availability of warheads for these 
rockets dictated a cutback in the rocket procurement. We reduced the fiscal 
year 1957 quantity to that necessary to sustain the existing facilities in operation. 

Numerous other minor changes resulted in the net reduction of $150 millio :. 
This reduction in the guided missile estimate, in no way, indicates a de-emphasis 
on these items. The revised position offers better balance and, in the case of 
Nike, avoids a large early obsolescence cost. 

The major reductions made in both the ammunition and guided missile esti- 
mates just discussed, coupled with the $69 million increase in anticipated reim- 
bursements for stock sales to other customers, permitted readjustment within 
our overall shopping list with additional items of essential conventional equipment. 
All of the items in this category are required to meet our essential needs. $121 
million for the procurement of medium tanks, accounts for the major portion of 
the $230 million change. We are going to place an order for these tanks this 
year. Some other items included are special generators needed in our guided 
missile units; commercial vehicles required to replace those overage models that 
had reached the point of their being uneconomically repairable; aircraft radio sets 
required for air-to-ground communications; and test quantities of many new and 
promising developmental items required in order to prove their suitability for 
Army use and ferret out preproduction defects. 

The $14 million net inerease to the industrial mobilization estimate reflects 
increases in layaway, essentially in the area of conventional ammunition, and,, 
an increase in the important industrial preparedness measures to perform indus- 
trial engineering on newly developed items. 
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This brings us up to the fiscal year 1958 program. The program includes the 
major changes in organization, tactics and weapons, and reflects the following 
objectives. 


CHART NO. II—MATERIEL PROGRAM OBJECTIVES (PERIOD FISCAL YEARS 1958-62) 


1. Full support of local war. 

2. Provide as adequate support for a general war as budgetary allowances will 
permit. 

A. Maximum emphasis on introduction of new items. 
B. Maintenance of balanced capability during transition. 
C. Modernization of existing inventories. 

To accomplish these objectives, we are emphasizing the early attainment of 
basic allowances for our active forces for all guided missiles, aircraft and new 
conventional weapons. Although this emphasis is listed as the first priority under 
the second objective, you can readily understand that the first prerequisite for 
preparedness for a local war is to be capable of deploying well-equipped, mobile, 
hard-hitting fighting units in the early stages of such a conflict. This priority 
then applies equally to local or general war. 

Equipping the active Army is the first essential step, and by emphasizing the 
early introduction of new items, we are able to discontinue the procurement of 
those conventional weapons not required in the future Army. The next element 
B of the second objective also has the effect of providing a capability to fight a 
small war. The dividing line here, of course, is quantitative. While the new 
items referred to under A develop new capabilities with respect to tacties and 
strategy, it will be many years before the entire Army is fully equipped with 
them. During this time we must maintain the capability to win a small war and 
provide a balanced capability for fighting a general war with the weapons which 
are producible today. We have accepted a risk by discontinuing procurement of 
items not required in the future Army. Other items, which will not be replaced 
during the next 5 years, and whose stockage position presents an unacceptable 
degree of risk, must be procured in order to maintain a balance in our capabilities. 

The final element C of the second objective applies primarily to items which 
are affected morg by use and age than by technological advances. These are 
nonglamorous items, such as trucks, construction equipment, and materials- 
handling equipment, without which our troops could not be supported. We must 
plan to replace these items on a regular cycle if we are to maintain the effectiveness 
of our logistical support. 

Chart III shows the distribution of the estimated fiscal year 1958 obligations. 
This distribution is based upon the previously mentioned objectives. 


CHART III 


The vertical scale is in millions of dollars. The total program has been sub- 
divided into separate activities as shown under each bar. The first two bars 
indicate those procurements which apply to the peacetime needs of the Army. 
The first bar totaling $978 million includes all guided missiles and rockets and those 
special items required to support these units. This amounts to $677 million or 
69 percent of the total shown. Also included is our planned procurement of 
aircraft totaling $116 million. These funds will procure cargo and utility fixed 
wing aircraft and several types of helicopters. Due to the high obsolescence factor 
and high cost, we plan to procure at this time to satisfy only current peacetime 
Army needs. The $83 million shown in this first bar will be used for those new 
items which represent bold advances in military capability. 

For example: A fuel injection system for our combat vehicles which will reduce 
fuel consumption or increase cruising range by an estimated 15 percent ($6.2 
million). Also included is the new lightweight machinegun and its ammunition 
($16.9 million). 

The bottom portion of the first bar includes $102 million required to buy user 
test quantities of the most promising results of the research and development 
effort. Many items are screened to insure that those selected for user test offer 
the most significant improvements or advance in capability. Some examples of 
items included in this program are: Battle area surveillance equipment; guided- 
missile countermeasures system; and multifuel engines for combat vehicles. 

The second bar includes: Electronic equipment, construction equipment, tac- 
tical and commercial vehicles, ammunition for training, and a very small quantity 
of rail and floating equipment. All of the items included here are available 
modern types and still will have a long-term utilization. The quantities involved 
do not exceed peacetime Army needs. ; 
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Examples of items included are: 

Item: Carrier, personnel, M59; mortar, SP, M84; 2!4-ton trucks; cranes (20- 
by 40-ton types). 

“The mobilization reserve bar includes a limited number of items which will be 
critically needed in the early phases of a local or general war. These items also 
have a long-range utilization. 

The Army’s industrial mobilization program provides funds for three primary 
purposes: (1) Provision of production facilities, $31.4 million; (2) layaway of 
industrial plants and equipment upon completion of procurement contracts, $14.5 
million; and (3) industrial engineering measures, $54.1 million. The $100 million 
requested for fiscal year 1958 is $39 million less than the amount estimated for 
fiscal year 1957 and $26 million less than the fiscal year 1956 obligations. The 
fund requirement for this program is directly related to the procurement program. 
For example, if the Army plans to buy a new conventional item or a guided 
missile, production facilities must be provided. This is done, depending upon 
the item, in one of three ways: 

(a) By conversion of an existing Government-owned facility, 

(b) By furnishing production equipment to a private manufacturer to 
complete his production lines, or 

(c) By the establishment of a complete facility. 

Approximately half of the $31.4 million requested for production facilities is 
for guided missiles. The other half is for necessary rehabilitation of currently 
operating production facilities to include arsenals and to provide other capacity 
needed for current operations, such as, the Army’s participation in the atomic 
energy program. 

Layaway of production facilities will continue during fiscal year 1958, but at 
much lower rate than in fiscal year 1956 and fiscal year 1957. The $14.5 million 
is needed to layaway approximately 23,000 major items of production equipment 
having a value of $230 million at 11 Government-owned plants and 47 privately 
owned storage sites. 

The third element of the program called industrial preparedness measures 
provides essentially for production engineering of newly developed items prior 
to procurement to insure an orderly transition from research and development, 
and for developing and maintaining modern production data for important items 
scheduled for mobilization production but not being currently produced. As a 
result of these measures both Government and private facilities can start produc- 
ing military items much sooner than would otherwise be possible. 

The last two bars are not related directly to the objectives previously mentioned. 
The second last bar represents fixed costs. These are first destination transporta- 
tion charges for that materiel which will be delivered from the place of manu- 
facture and the cost of the components of atomic weapons which are to be pro- 
vided for the Army through the Armed Forces special weapons project by the 
Atomic Energy Commission. ‘The $150 million in the last bar, for direct pro- 
curement for other customers is our estimate of the amount of business we expect 
to do as procurement agent for other services. 

The distribution of estimated fiscal year 1958 obligations graphically portrays 
in major areas the shopping list submitted to you. In addition we have within 
our overall fiscal year 1958 program $587 million of high priority items which we 
should like to procure should additional funds become available from sales of 
stock to other customers in excess of our estimate, or slippages occur in the items 
included in the shopping list submitted to you. 

We would now like to address ourselves to future procurement and production 
appropriation programs. 

The 1958 fiscal year program is less than the projection given to this committee 
last year. Last year, we were in the initial stage of the transition and no firm 
decision had then been made as to the reorganization of our forces and the reori- 
entation of our concept. Today, we can see more clearly where we are going and 
we are programing accordingly. Future fiscal year programs will continue to 
be guided by (a) transition to the newer materiel upon completion of its develop- 
ment, and (2) maintaining our inventory in a modern condition. It is the latter 
that I would like to talk about now. In the past, we have told you that the 
Army’s inventory in conventional materiel dollarwise had been turning over at 
the rate of 7 percent yearly or a complete turnover approximately each 14 years. 
New weapons will change this 14-year cycle. We do not yet know to what extent, 
but we do know that there are factors that will cause a more rapid turnover, or 
an acceleration of this cycle. Let us use our antiaircraft weapons, to illustrate 
the point. 
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For 11 years, 1942-53, the 90 millimeter and 120 millimeter antiaircraft guns 
were needed to accomplish the antiaircraft mission. These weapons were eon. 
sidered satisfactory against slower flying aircraft carrying conventional bombs. 
Pitted against the speed of the jet aircraft, conventional antiaircraft guns cap 
no longer satisfactorily or adequately meet this requirement. As a result, the 
Nike Ajax was developed, and it first became operational in 1953. Supersonic 
aircraft and the H-bomb provided the catalyst to spur the development of Nike 
Hercules which it is anticipated will be replacing the Nike Ajax. Therefore, with 
advancing technology, there will be new discoveries and new techniques that wil] 
undoubtedly cause an acceleration of our turnover cycle. 

Another factor which enters into our obsolescence situation is that of the 
“humps” that have occurred in our procurement programs of the past. Much 
of our conventional equipment was procured during the Korean war. . We are 
now faced with the imminent disposal of large quantities of uneconomically 
repairable and technically obsolescent stocks. ; 

A typical case is that of our general-purpose vehicles. In the overseas areas, 
these vehicles are in their seventh year of use and require more than normal 
maintenance. This fact is of significant interest when considering that a high 
attrition rate may be expected if they are used under combat conditions. For 
example, approximately 86 percent of the trucks, 24-ton, 6 by 6, now on hand, 
were delivered in fiscal year 1951 through fiscal vear 1953. This procurement 
was necessitated by the large demands of the forces during the Korean conflict, 
The Army considers this particular vehicle to have a maximum peacetime life 
expectancy of approximately 10 years and a wartime life expectancy of approxi- 
mately 4 years. 

If we rely too heavily on these assets for combat, we will find the usable remain- 
ing life under combat conditions has been seriously depleted and that the vehicles 
we had been counting on were primarily paper assets. Even under peacetime 
conditions if we do not cause an orderly introduction of new vehicles we will find 
ourselves in 1960-62 faced with tremendous procurement programs for replace- 
ment that we can ill afford in one or a few years. 

The same story applies to most of our logistical support materiel where we do 
not foresee major advances in development in the next 5 to 10 years. These 
items, in general, include most types of construction equipment and materials- 
handling equipment. 

The fiscal year 1958 request for “Procurement and production, Army’’ funds 
has been most carefully calculated and is based upon the latest production and 
price estimates available. Revisions are constantly made to reflect the latest data. 
In spite of the austerity of our request, economies are being and will continue to 
be effected. Some of the economies are in the use of our inventory; others are 
in programing and production. 

We are reducing the number of different items we buy and issue. Recent 
actions will result in the reduction of approximately 10 percent of the 350 different 
makes and models of vehicles; a 20 percent reduction of the 424 items of photo- 
graphic equipment and a reduction of 25 percent of the 335 principal items of 
ammunition. Although the number of items in the ‘‘Procurement and produc- 
tion, Army”’ area is relatively small compared to the total number of items in 
inventory, the elimination of just one principal item from the system causes 
multiple economies throughout the storage, maintenance and repair parts area. 
The continuing reduction in the number of conventional items serves to offset 
partially an increase in inventory caused by the introduction of the more compli- 
cated, nonconventional equipment with its auxiliary or supporting equipment and 
spare parts. 

We are economizing in our programing. Some standard items, now in short 
supply and available from procurement at this time, are not being procured as we 
foresee new developmental items as replacements in the reasonably near future. 
The Army is accepting the risk until the new items are available. Had we 
budgeted to fill these shortages, we would have had the benefit of the use of the 
equipment for a few years, but obviously it would have been wasteful due to early 
obsolescence of the items. 

We will also effect economies in production. In previous years our negotiations 
with the contractor and our budget requests were in general based upon a produc- 
tion lead time of 18 months. We have earefully studied this aspect of our pro- 
curement practices and determined that we can in some cases pare this down to a 
15-month lead time. In these instances our fiscal year 1958 budget includes the 
financing of only 9 additional months of production, which should sustain the desired 
production rate. This is not an actual savings, of course, since we only pay for 
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actual deliveries. However, it does avoid the appropriation and apportionment 
of funds in advance of the time they are actually needed. 

To summarize our request for fiscal year 1958 P & P, A funds, I can best 
describe it as a most austere program. The amount of funds requested reflects 
carefully calculated and considered requirements, and includes economies to be 
effected in inventory, programing and in production. With all prudence and 
in our professional judgment we dare not recommend a lower request, which 
would-result in a greater risk and reduction in the state of our readiness. 

Next we would like to talk about materiel readiness. 

Any readiness indicated now should be considered as an interim position, 
subject to change by interpretation of different strategic plans—a_ position 
measured as of a point in time during the transition from the so-called conven- 
tional type of warfare to the nonconventional. 

As an example, we have selected a sample item (chart IV) to show how its 
readiness position is described, and the same process is covered for every item 
in the program. 

Briefly, the top bar shows our requirements and the bottom bar shows our 
assets. All assets and requirements to the right of the zero line are applicable 
to the Army alone. All requirements and assets to the left of the zero line are 
applicable to other customers such as MAP, FED-REP Germany, the other 
United States military departments where such requirements exist, and Army 
replacement and consumption to M-day. Thus segments 1 and 2 of the top 
bar represent our currently known requirements for other customers and replace- 
ment and consumption to M-day; the third segment represents our current active 
Army requirements; the fourth segment represents the Early Reserve force at 
100 percent of authorization; the fifth segment represents the 15 divisions at 
their currently authorized peacetime rates which go to make up a 40-division 
force; segment No. 6 represents Reserve divisions which are currently in addi- 
tion to a 40-division force. Thus bar segments 3 through 6 may be said to com- 
prise our actual peacetime force requirements. Segment No. 7 represents our 
consumption requirement to fight a small war. Segment 8 represents the 
amount required over and above the peacetime authorization to fight a general 
war out to P-day, the date when production equals consumption. As compared 
with these requirements, we have placed our assets in such position as to assume 
that all requirements to the left of the zero line will be met. Accordingly, seg- 
ment No. 9 represents assets for other customers and consumption (equal to 1 
and 2). Segment No. 10 represents our serviceable assets; segment No. 11, the 
amount due in from procurement after M-day; No. 12, the amount due in from 
rebuild by M-day; and 13 and 14, the amount due in from rebuild and procure- 
ment after M-day. 

Our assets of this sample item will be a little more than adequate to take care of 
both our peacetime forces and our small-war requirements, but only slightly in 
excess of meeting one-half of our general war needs. 


SUMMARY 


In summary, I have tried to show to you what we are doing in the fiscal year 
1957, how it changed from what we had originally estimated and why. 

I’ve explained to you very briefly our fiscal year 1958 program objectives, where 
we plan on spending the funds contained in this budget, and last, how our readi- 
ness position is determined. 

I hope I have left the impression that a readiness position is an interim position 
and subject to change. Readiness is based on what we have and ean produce, 
compared to what we need. What we have will not drastically change. What 
we need in new items under the new Army organization and new plans of operation 
as compared to what we will be able to produce may change our readiness radically. 
As materiel becomes obsolescent, the production base also becomes obsolescent, 
at least to the extent it cannot be modified for use with new items. The mobiliza- 
tion base to manufacture new items of equipment is relatively small compared to 
the mobilizat:on base that was built to support conventional items of materiel 
with which we fought the Korean war. 

I do not mean to imply that, if we present to you next vear a considerably less 
readiness position, percentagewise, we have not improved our combat capability. 
This would not be true. The introduction of new weapons, guided missiles, 
rockets, and other developmental items into the Army materially increases our 
fighting potential and firepower. Therefore, we will have improved our position 
considerably. However, as our potential enemies are also advancing in their 
technology, we must judge our readiness relatively. 
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UNOBLIGATED BALANCES 


Senator SatronstaLu. Mr. Chairman, may I ask a question? I am 
all mixed up. The budget shows $67 million. 

Colonel Connerat. That is for new appropriation. The House 
passed the obligational authority of $1,394 million for the entire fiscal 
year, sir. 

Senator SALTONSTALL. You mean that is based on an unobligated 
balance of $1,576 million? 

Colonel Connbrat. There are sufficient unobligated balances left 
to cover this appropriation, sir, that you are now asking about, with 
the exception of $67 million in new obligational authority, which the 
House approved, and which we are still asking for. 

Senator SALTONSTALL. So that with the unobligated balances or 
what you show as $1,576.9 million, for your reimbursements, $200 
million, plus $67 million—all this is what you expect to use of what 
you are now asking for; is that correct? 

Colonel Connerat. That is correct, sir; namely $1,394 million is for 
the Army. The remainder of the new obligations estimated would be 
obligated as indicated on the first chart, and would be for other 
customers. 

Senator ELLenpeEr. If the $67 million is allowed, I notice here that 
in 1959 you will have an unobligated balance of $815.9 million. That 
is correct, is it not? 

General Lawron. That figure was before the $516 million is taken 
out, sir. 

Senator ELtenprER. Then, you will have $300 million left in 
unobligated balances. 

Senator SALTONSTALL. You will be right down to your bedrock, 
will you not? 

Senator ELLENDER. It is not in my book. 

General Lawron. It is the money we should have in order to carry 
over a program of this magnitude uninterrupted. 

Senator ELLENDER. Suppose the Bureau of the Budget should not 
permit you to further obligate some of the money they are withholding, 
will that not increase your unboligated balances? 

General Lawron. Yes, sir; and at the same time that would reduce 
our program. 

FUNDS HELD UP BY BUDGET BUREAU 


Senator ELLENDER. General Lawton, you indicated that $1 billion 
was tied up by the Bureau of the Budget. 

General Lawron. It is approximately $950 million altogether. 

Senator ELLENDER. How much would that unobligated balance be 
augmented by the action of the Bureau of the Budget has not allocated 
all the funds that you requested? 

General Lawton. How much of the money would be carried over, 
at what time, sir? 

Senator Ettenper. At the end of fiscal year 1958, this coming 
fiscal year. 

General Lawron. The latest financial plan that was submitted to 
you by Secretary McNeil would carry over at the end of fiscal year 
1958, $428 million, of which $292 million would be anticipated earnings 
after June 30, 1958. 


{ 
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Senator ELtenpER. You know it will be because they get their 
supplies from you. We have a little over $6 billion in that kitty at 
the moment. 

Senator SALTONSTALL. What was that figure? 

Senator ELLeNpmR. A little over $6 billion. 

General Lawton. That will be true, if someone cuts back that pro- 
gram; yes, sir. 

Senator ELLENDER. In view of the fact that much of this money 
that you anticipated spending this fiscal year is being withheld— 
will not that have the tendency of increasing your unobligated bal- 
ances at the end of this coming fiscal year? 

General Lawron. That money has all been counted in, sir. 

Senator ELLENDER. No, it has not. 

General Moore. The Army was allocated $100 million as that por- 
tion of our program this year, 1957, which the administration desired 
to be reduced. 

If that is done at the end of this fiscal year—General Lawton, watch 
carefully what I am saying, and if you do not agree with it, sound 
off—that will augment to “that extent the unobligated balances for 
that amount. 

Senator ELLENDER. $100 million, and if it happens to be $200 
million, it will be by that amount. 

General Moore. It is already $100 million, because it is already 
specified in the directive that has been discussed before this com- 
mittee. 

General Lawton. $74 million in the “Procurement and production” 
appropriation. That may end up a carryover in 1958, provided we 
are not permitted to pic k up that part of the program in 1958 that is 
cut back in 1957. 

Senator ELLENDER. What I had in mind was the entire amount, not 
any special category among the unobligated balances at the end of 
fiscal year 1958. 

General Moore. At the end of 1958, I am quite sure all Army 
witnesses here are hoperul that they will be permitted to obligate 
that $100 — for the purposes originally intended sometime in 
the ensuing yea 

It is early clear that if that authority is not-given, that that 
authority would carry on over to the end of 1958 and carry over into 
1959. 

Senator ELLENDER. That money has been kicked around here quite 
a bit. 

General Moore. I think this is a position that nobody will take 
exception to: That if the attempts to enforce the program somewhat 
are not made, that the expenditures will be greater than we have 
predicted in the budget they would be. That “stands to reason. 


ARMY EXPENDITURES 


General Lawron. As far as the Army's expenditures are concerned, 
we estimate at this time that we will be within these expenditures 
that are shown in the President’s budget for the Department of the 
Army. 

Senator ELLenpER. Now let me ask you this. You named the 


figure of $74 million, which is what was to be carried over. Is that 
correct? 
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General Lawton. Yes, that is the P. and P. amount of the $100 
million reduction that was required by the Secretary of Defense. 

Senator ELLenprEr. If that amount is to be carried as an unobli- 
gated balance at the end of fiscal year 1958, why do you need the $67 
million you are now requesting? 

General Lawton. That could be, but as General Moore pointed 
out, we have every expectation of being permitted to use that money 
during 1958, and, if so, we have not been deprived of that money in 
fiscal year 1958. 

Senator SALTONSTALL. It could be called stretchout money. 

Mr. Roperick. In fact, I think that is what Secretary Quarles re- 
ferred to it as. 

Senator SALTonsTALL. It is a stretchout. It may be cut off or it 
may be used. 

General Lawton. There is also another channel that might reduce 
this $428 million carryover and that is in the money for other custom- 
ers’ programs. We have received $629.7 million of orders to be deliy- 
ered to customers. We have only been allowed to date to replace 
$476 million worth, which means that we are short $154 million in 
the replacement of goods we have sold to other people. Our invento- 
ries have been shorted that much. 


EFFECT OF DISALLOWANCE OF FUNDS 


Senator ELLENpDER. Can you be a little more specific and tell us in 
a nutshell what will happen if this $67 million is not appropriated 
by the Congress? 

Colonel Connerat. Sir, insofar as the obligation of funds, it would 
have no effect on the fiscal year 1958, but it would have a direct 
effect on our being able to carry out our program in the fiscal year 1959. 

As has been stated here several times, there are engineering changes 
and other commitments that we are required to carry on into the 
next year. 

Senator ELLeNpDER. What is your usual expenditure in the first 4 
months of the fiscal year? 

General Lawton. $253 million worth of obligations were made in 
the first 4 months of fiscal year 1957. 

Senator ELLENDER. $253 million. 

General Lawron. The appropriation bill was passed about the 
ist of July, as I recall, so it gave us some new money. 

Senator ELtenper. Assuming you have the tiobiiieted balances 
of two-hundred-million-and-some-odd dollars that we have been 
talking about a little while ago—if you did not spend the $267 million, 
you would still have a sum sufficient that it would permit you to use 
about the same amount for procurement that you had in the first 4 
months of this fiscal year; is that not correct? 

General Lawton. That $300 million, Mr. Chairman, is generally 
tied up. It is money that is committed. 

Senator ELLenpER. But it is not. It is unobligated. It is there 
loose. 

General Lawton. It is earmarked for a certain specific purpose. 
When you put out an order for procurement, you must then set aside 
the funds legally in order to have those funds available in case the 
contract is made. So this money is committed and is set aside for 
that purpose. 
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Senator SALTONSTALL. Will you yield, Mr. Chairman? 

Are you temporarily through? 

Senator ELuenpER. Yes. 

Senator SALTONSTALL. Let me ask you this question: Of your 
fiscal year obligation of $677 million, how much of that is now com- 
mitted? 

CONTINUING PROGRAM 


Colonel Connerat. None of that is obligated, but we might say 
that is a continuing program that has been started, and we must go 
ahead with these programs, or we will lose continuity. 

In other words, we have programs for constant rates of production 
which, if we did not continue, we would lose production time. 

Senator SALTONSTALL. Of the amount for aircraft, how much of that 
is committed? 

Colonel Connerat. None. 

Senator SALTONSTALL. That is in the same way, on a planned pro- 
duction, and if you did not go ahead with your plans it could either 
cause you to pay cancellation charges, or something of that kind. 

Colonel Connerat. These aircraft are procured from civilian con- 
cerns in their entirety. I do not believe that for aircraft that would be 
true. 

General Lawton. This is for fiscal year 1958 programs, sir. None 
of this money is committed. 

Mr. Hiaarns. Senator Saltonstall very well makes the point that 
this is support to those items which we have in production which 
will go down if they are not supported by this money. 

Senator ELLENDER. But when you put in your order, you have 
got to have that money. 

Mr. Hiacrins. But many of these plants are in operation, and this is 
the continuing money for those plants. That is what we are saying 
here. 

1958 FUNDS AVAILABLE 


Senator SALTONSTALL. What have you got available for 1958? 

General Lawton. $2,359.9 million. 

Senator SALTONSTALL. And you expect to obligate $1,548 million? 

General Lawton. You have got to take off the $516 million. 

Colonel Connerat. So of the $2,359.9—this chart is a reproduction 
of what was in the President’s budget. 

Senator SALTronsTaLL. Let us have the figure in the record, the 
correct figure. Could you give me that? I have the $1,843.9 million. 
Would your final obligated figure be $1,028 million? 

Colonel Connerat. No, sir. There is a total of $1,394 million for 
the Army and an estimated $150 million for procurement for other 
customers. 

TOTAL CARRYOVER 


Senator SaLronsTaLL. Would you tell me how much you would 
carry over? 

Mr. Hicains. About $300 million. 

Colonel Connerat. $299.9. 

Senator SaLTONSTALL. Off the record. 

(Discussion off the record.) 
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PRODUCTION OF GUIDED MISSILES AND ROCKETS 


Senator SattonstaL_. Now for the record on this, you have got in 
production guided missiles and rockets in fiscal year 1958 which you 
estimated at $677 million; is that correct? 

Colonel ConNERAT. This included guided missiles, rockets, and 
related equipment. That amount includes items of engineering 
equipment and signal equipment that is necessary for operation of the 
systems. 

Senator SALTONSTALL. In addition, you have a certain amount of 
guided missiles and ballistic missiles in the research and the develop- 
ment part, do you not? 

Colonel Connerat. That will be covered under another program, 

Senator SALTONSTALL. But these guided missiles and rockets are 
actually in the production line? 

General Lawton. Yes, sir. They are in production, some of these, 
a very few of them will continue to be used for research. 

Senator SarronstaLy. Mr. Chairman, if we are getting through, 
may I ask Mr. Roderick one question? 

Senator ELLENDER. Yes, sir. 

Senator SALTONSTALL. We have had many questions on the O. and 
M. I have questioned the accumulation of $146 million, and today 
we had the detailed discussion of what would happen—that break- 
down is not necessarily a final breakdown of what it could do if the 
Senate sustained the House action, is it? 

Mr. Ropericx. That is right. 

Senator SALTonsTALL. If that amount was actually knocked down 
to the House figure, you gentlemen in the Army would reestimate the 
whole situation, and see what you could do with the money, would 
you not? 

Mr. Ropurick. My statement was the best breakdown, we think 
we could attain. We would try to have a balanced program, of 
course. It is very difficult to give a breakdown on that at the pres- 
ent time, because there are all sorts of important considerations, and 
interrelationships which would be concerned. 

Senator ELtenper. Are there any further questions? 

General Lawton. Mr. Chairman, you asked a question earlier 
about helicopters. 


INSTALLATION OF PLUSH SEATS IN HELICOPTERS 


Senator ELLENDER. Yes, it came to my attention that the Army 
spent $100,000 in order to put plush seats in 9 helicopters. Do you 
have a witness on that? 

General Lawron. Yes, I have here Maj. Gen. Paul Yount, Chief 
of Transportation, Department of the Army? 

Senator ELLENpDER. Are you acquainted with the facts? 

General Yount. Yes, sir. This actually happened in fiscal year 
1956, Mr. Chairman. The Third Helicopter Company at Fort Belvoir 
is a very high readiness group, and they are performing very many 
passenger-carrying missions in and around the perimeter of Wash- 
ington to installations that are not otherwise serviced by air. 

The helicopters are cargo planes, and there are 21 in number. The 
general reaction of a passenger after he has traveled 100 miles is that 
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his teeth are loose and he is shaking all over. It is like riding in a 
6-by-6 truck. 
Accordingly, it was decided to convert some of these to passenger 
helicopters. 
SOURCE OF AUTHORITY 


Senator ELLENDER. Where did you get authority? 

General Yount. The authority was issued by the Deputy Chief of 
Staff for Logistics to make modifications. 

Senator ELLENDER. Where did you get the money? 

General Yount. It came out of M and O account for spare parts. 

Senator ELLENDER. Was it undertaken with moneys available? 

General Yount. With moneys available within the M and O 
appropriation for the maintenance of aircraft. 

Senator ELLENDER. So that if you had not had this huge sum of 
money, you might not have used this $100,000 for that purpose? 

General Yount. No, sir. I would not say it is a huge amount of 
money in the whole program. 

Senator ELLENDER. I know it is not, but I would just like to know 
how much more is used in that way by the Army and Air Force and the 
Navy. 

General Yount. As far as this type of work is concerned, this is the 
only instance we have had. 

Senator ELLENDER. You mean helicopters? 

General Yount. Yes, sir; with helicopters or any other modification 
work in any particular transportation area. Of course, you realize 
I could not speak for the Army as a whole. 

Senator ELLENDER. Who made this decision? 

General Yount. The actual decision to make the passenger con- 
figuration came from the Deputy Chief of Staff for Logistics. 

I think it was almost imperative, because these aircraft were cargo 
helicopters, and they were being utilized for passenger functions. 

Senator ELLENDER. Why were they used for passenger functions? 

General Yount. In this particular area there are a great many 
passenger functions, for instance, to go to Fort Lee, and Camp Pickett, 
and others. 

Senator ELLENDER. What is the distance? 

General Yount. To Fort Lee it is about 115 miles, it is about an 
hour and 20 minutes. 

Senator ELLENDER. For use of whom? 


TRAINING PROGRAM 


General Yount. It is personnel moving back and forth. Lecturers, 
for instance, going down to the school. 

I think you must understand, Mr. Chairman, that the aircraft are 
on a training basis, and we are utilizing the aircraft to move people 
back and forth between some of these installations rapidly, as part of 
the training program; so it is a direct benefit in the fact that the air- 
craft are maintained at a high level of readiness, and the pilots must 
be trained and must have their flying time, if we are to have this 
company at a high state of readiness. 
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Senator ELLenper. I was not questioning that. I was questioning 
the fact that such a large amount was used to convert cargo helicopters, 

General Younr. That is correct, sir, 

Senator Ettenper. And it required that much money? 

General Younr. Yes, sir. 

Senator EttenpER. How many seats were covered with plush? 

General Yount. There are 9 seats which are standard airline seats. 

Senator ELt=vpeEr. $10,000 is a lot of money to change seats in g 
helicopter. W iat changes were made? 

General Yount. No, sir. The actual cost of that machine in the 
commercial version today is in the order of $295,000. These are 
freight helicopters costing $250,000 each. Adding $11,000 for con- 
version gave us the item for $261,000. 

Senator ELLeENpDER. Could it carry freight? 

General Yount. Yes, sir. The conversion was done in such a 
fashion that these aircraft can be returned to their basic mission in a 
matter of a very few minutes, by removing the seats. 

The litter racks which are attached to the frames in the fuselage 
are still available, so that the craft can be used as evacuation planes 
on very short notice. 

Senator ELLenpER. Are those helicopters now in use? 

General Yount. Yes, sir. 

Senator ELLENDER. And what percentage of the time are they used 
to carry passengers? 

General Yount. The present workload requires using each plane 
about 25 hours a month. That is the very best figure available. 

Senator ELLENDER. Is that each one? 

General Yount. Yes, sir. 

Senator ELLENDER. Could you carry freight? 

General Yount. They are carrying passengers now. There are 13 
other machines in the company. There are 21 aircraft in each such 
company. Only 8 of the 21 received the modification to give them a 
passenger configuration. 

Senator ELLENDER. Who is authorized to utilize those for passenger 
purposes? 

General Yount. Any requirement, which is an official requirement, 
placed on Davidson Field for airlift to places where there are not 
existing airstrips. 

Senator ELtenper. Can you tell us why this charge should be as 
much as $10,000 apiece? 


COMMERCIAL AIRLINE SEATS 


General Yount. The new seats are the standard commercial airline 
seats—there is a carpet on the floor, there are bulkheads both at the 
aft end of the cabin where the engine is located, and which made it 
extremely noisy before, and at the forward end. Each is covered 


with Fiberglass insulation as is the drive shaft which in this particular 


type of installation is right along the roof within the fuselage. There 
is sound insulation also around the two transmissions. 

The effect of it has been to lower the noise and the vibration level 
by about 50 percent. 

As a result, when personnel are being moved, they can hold a con- 
versation, which they cannot do in a cargo helicopter. They are able 
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to arrive at their destination ready to work, and they are able to do 
work in the aircraft on the way. 

Senator ELLENDER. How was this matter handled before you got 
the helicopters—by plane, or by car, or what? 

General Yount. It would normally be by car or by train. 

I can also mention the fact that we are getting a direct benefit from 
this in the utilization of these helicopters, while our pilots are in 
training. We get the rapid movement of personnel to these various 
installations around the northern end of Maryland and Virginia which 
are not otherwise serviced by air. 

Senator ELttenpEer. These special helicopters are all assigned in 
this area? 

General Yount. Yes; they are all assigned to the 3d Helicopter 
Company at Fort Belvoir. 


HELICOPTERS USED BY THE PRESIDENT 


Senator ELLENDER. Does the Army have anything to do with the 
helicopters made available to the President? 

General Yount. No, sir. 

Senator ELnenpER. Who does that? 

General Yount. I understand that is the Air Force. 

Senator ELtuenpEerR. We will get to that tomorrow. 

General Yount. I would also like to point out, Mr. Chairman, that 
the $11,000 is in relation to a $250,000 machine. Thus the modifica- 
tion of configuration to a passenger machine, was less than 5 percent 
of our acquisition cost. 

I realize that everything in the aircraft industry is expensive be- 
cause of the light weight which has to be built into all the components. 
Obviously you are paying more for the seats in an airplane than we 
would in a passenger seat for a railroad car, because of the light weight, 
light metal construction. The actual costs in this are considerably 
below the commercial costs for the same work. This is not because of 
negotiation, but because it is a minimal modification of this ship which 
kept our costs from matching up with the normal commercial costs 
for this airplane. 

Senator ELLENDER. What people use these eight helicopters? 

General Yount. Any personnel from the Department that are 
going to any other stations. 

Senator ELLeENpDER. For what purpose? 

General Yount. For any official purpose, sir. 

Senator Ettenper. That is what I am talking about—any official 
purpose? 

General Yount. Yes, sir. 

Senator ELLENDER. Whether it is teaching 

General Younr. Educational lecturing or command inspection, 
Inspector General inspections and that type of thing. They are used 
also in connection with Operation Alert as a practice exercise. 

Senator Ture. These are just the eight helicopters that are sta- 
tioned here? 

General Yount. There are 8 out of 21 that have been modified here. 

Senator ELLENpDER. Eight out of 21. 

General Yount. Yes. 

Senator Tuy. And it is only the eight that are so modified that 
are used by the executives of the Army? 
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General Yount. That is right, sir. They are available to all 
elements of the Army. 

Senator Tuyr. But it is only on Executive order that they really 
make use of them? 

Senator Hixu. On official business. 

Senator Tuyen. It is official business which comes as a directive or 
Executive order from the commanding officer, is it not? 

General Yount. That is correct. They have travel orders to travel 
on these airplanes. That is the only way they can use them. 

Senator Toys. And because they have been redone and made 
soundproof to the extent that it is possible, men can ride in them and 
carry on their normal transactions of business? 

General Yount. And be prepared to carry it on when they arrive 
at their destination, sir. 

If you have ever ridden in that particular machine, I am sure you 
will agree with me that after a long ride, you really appreciate com- 
fortable seating. 

Senator ELLENpeER. I have ridden through North Korea, and we 
did not have plush seats 

General Yount. I think it was a little smaller machine, Mr. 
Chairman. 

Senator ELteNpER. Why did you get so many modified this way? 

General Yount. Actually out of 8 machines, we would expect to 
have 5 to 6 operational to meet the demand for operation at any 
particular time. 

We must allow time for inspecting and servicing. We would never 
be able to count on more than 5 or 6 on an operation like that. 

Senator ELtenperR. And those are in constant use? 

General Yount. Yes, sir. 

Senator ELteNpER. And they were built for cargo, and you con- 
verted them to passenger use. 

General Yount. The statement was made that they were plushed 
up. I do not believe that is correct. It is very minimal. There is 
nothing in them that is above normal airline standards. 


MINIMAL MODIFICATIONS 


In fact, they are minimal modifications which accounts for the differ- 
ence between the $10,000 and the $15,500 which is the usual modifi- 
cation price. That $10,000 was not any courtesy to the Federal 
Government, but a reduction in the standards; but they are reasonably 
satisfactory in the configuration we have now, and we are very pleased. 


AVERAGE SPEED 


Senator Hiti. General Yount, what is the average speed of one of 
these helicopters? 

General Younr. It flies around about 90 knots in normal service 
operation, or 100 miles an hour. 

Senator Hiity. What is the cruising range? 

General Younr. It will move “P to about 125 on a radius basis. 
We normally speak of it as a 225 to 250 miles of range. Actually they 
are generally limited while operating from this field. TI cannot think 
of any flights that have been in excess of 150 miles distance from here. 

As I say, in those areas where there are landing fields we are using 
light aircraft for this kind of mission. These helicopters are used in 
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those cases where we do not have landing fields, where we can put 
people in quickly and save time and at the same time carry on our 
traming mission. 

Senator Tuye. Suppose you were going up to Boston, would you 
use one of these? 

General Yount. No, sir; these aircraft would not be used. The 
light airplane is much more economical. They are also much faster. 

Senator Toye. Would you narrow that down for me? Would you 
use it to go to Baltimore? 

General Yount. Yes; we might go to some installation around 
Baltimore. 

Senator Tuyr. Or Virginia? 

General Yount. Yes, sir. 

Senator Tuyr. Richmond, Va.? 

General Yount. Or Fort Lee, since they do not have a field on that 
station. 

Senator THyr. How about the Norfolk-Newport News area? 

General Yount. No, sir, because they have so many landing fields 
that we normally would use the light aircraft because that is more 
economical. Certainly the standards are not above that of the L-23 
with which I am sure you are familiar. 


TRAINING REQUIREMENTS 


Senator Toye. The heart of it is you must keep the men in training, 
and therefore you must have a few of these machines in order that the 
men are in constant training, because in the event of an emergency 
there would be a great demand for them? 

General Yount. Yes, and we are able to get a positive byproduct 
in that they are performing a useful mission, and not just a training 
flight. 

Senator Sarronstauty. Mr. Chairman, if the Senator is through 
with this subject, | would like to go to another subject for a moment. 


M-44 RIFLE 


Mr. Higgins, you and I have had many discussions on the subject 
of the M-—44 rifle. 


Mr. Hiaains. Yes, sir. 
M-60 MACHINEGUN 


Senator SALToNsTaLL. There was previous testimony before you 


came in the other day on this new machinegun that is now going into 
production. 


Mr. Hiceins. The M-60. 

Senator SALTONSTALL. Could you give a very brief discussion for 
the record, as to what you are doing with the M-60, and what you 
plan to do with the M-—60, and the T-48 (F—N), and what you plan to 
use the M—44 for in fiscal year 1958? 

Mr. Hiaarns. Yes, sir. I would be very glad to get the figures, but 
I just do not have the actual figures with me. 
an think, Senator Saltonstall, you were asking more for a general 
1aea. 

Let us take the M-60 machinegun first. This has been standardized. 

The experimentation made with the gun, a quantity was built to 
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fit us for the tests—tests in desert, tests in the north land at low tem. 
peratures, tests in our various regular Army stations, to be sure that 
this gun was going to do the job. 

These tests finally succeeded, and as we approached production 
we now had to have working drawings and specifications. The work. 
ing drawings and specifications on the M-—60 machinegun are now 
being developed at the Springfield Arsenal. 

By working drawings I mean this: That we had drawings sufficient 
to make an order by hand, let’s say, on a trial run basis. 

That is the kind of work we do in the development end of it. Now, 
when we approve production, we must have working drawings with 
specific tolerances, which will permit the military requirement on the 
one hand, and can be fitted into a commercial or arsenal type of firm, 
on the other hand, to manufacture this under production conditions. 

Once the working tolerances are developed, then the specifications 
need to be made as to the metal, using the heat treatment, and so on. 

That sort of thing on the M-60 machinegun now is going on at 
Springfield. 

The rifle has just been standardized. There is no action as yet as 
to the working drawings and tolerances and specifications. This is 
under examination now. 

In the several visits we had, you have brought forward the thought 
that perhaps the working use of the drawings and the specifications 
might be done under contract with a private firm. 

Senator SALTONSTALL. Now you are discussing the M—44? 

Mr. Hiaarns. Yes. 

Senator SALTONSTALL. Now on the M-60 before we leave that, is 
that now standardized? 

Mr. Hiaerns. Yes, it is now in the part of having the working 
drawings and specifications developed. 

Senator SaLtronsTALL. And you have got the money in the 1958 
budget? 

Mr. Hicarns. Yes; a pilot line production. Yes, sir. 

Senator SatronstaLu. That is going to be done at the Springfield 
Arsenal? 

Mr. Hiaerns. That has not been determined yet. You asked about 
the working out of the drawings on the gun; and in talking with vari- 
ous members from private industry, I have appointed a task force not 
a part of the operation of the arsenal to go and examine this whole 
thing and to bring back a report of what in the minds of this task 
force of experts would be the proper way to carry this forward. 

Senator SALTONSTALL. That is for the import quota? 

Mr. Hiaarns. Yes, sir; and I expect to report on that in the next 
30 days. 

Senator SALTONSTALL. Do you have any money in the fiscal year 
1958 that you are looking forward to? 

Mr. Hieerns. On the rifle? 

Senator SALTONSTALL. Yes. 

Mr. Hiaerns. I do not think so; no, sir. 

Senator ELLENDER. The committee will stand in recess until 10 
o’clock tomorrow morning, at which time we will hear the research 
and development witnesses, and then at 11 o’clock we will start with 
the Air Force. 

(Whereupon, at 5:15 p. m., Tuesday, June 11, 1957, the subcom- 
mittee recessed to reconvene at 10 a. m., Wednesday, June 12, 1957.) 
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WEDNESDAY, JUNE 12, 1957 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Allen J. Ellender presiding. 
Present: Senators Ellender, Symington, Smith, and Dworshak. 


DEPARTMENT OF THE ARMY 
RESEARCH AND DEVELOPMENT, ARMY 


STATEMENTS OF GEORGE H. RODERICK, ASSISTANT SECRETARY 
OF THE ARMY; LT. GEN. JAMES M. GAVIN, CHIEF OF RESEARCH 
AND DEVELOPMENT; AND MAJ. GEN. WILLIAM S. LAWTON, 
DIRECTOR OF ARMY BUDGET, OFFICE, COMPTROLLER OF THE 
ARMY 


Program and financing 


























1956 actual 1957 estimate | 1958 estimate 
Program by activities: 
1. Aircraft and related equipment bh caeesouss $15, 768,843 | $12, 500, 000 $14, 354, 000 
2. Guided missiles and related equipment ae chacvbommanves 111, 953, 992 108, 985, 000 87, 380, 000 
3. Ships and small craft and related equipment -_-_-___-_- 362, 538 207, 000 166, 000 
4. Combat and support vehicles and related equipment--- 13, 311, 878 16, 639, 000 15, 936, 000 
5. Artillery and other weapons and related een wi 4, 283, 378 8, 560, 000 9, 616, 000 
6. Ammunition and related — ; Mie 45, 798, 108 45, 215, 000 44, 109, 000 
7. Other equipment-_.....---- boca dh hiennetaeenhdban 67, 895, 687 65, 045, 000 71, 154, 000 
I I ION os ccetas cree nck anciocichansionen vid Genii j ~~ 91, 765, 066 101, 045, 500 94, 470, 000 
9. Operation and manageme nt of facilities SiS eek ee 52, 408, 639 60, 244, 000 62, 815, 000 
Total obligations--_-..........-- ‘ -..-------| 403,548,129 | 418, 440, 500 400, 000, 000 
Financing: 
Unobligated balance brought forward —79, 899, 891 | —28, 551, 762 — 20, 133, 762 
Unobligated balance transferred from ‘ “Emergency | fund, 
Department of Defense’’ (69 Stat. 302) Se - —10, 000, 000 |_..._--- cece cede 
Unobligated balance carried forward 5am 42 $22 28, 551, 762 20, 133, 762 20, 133, 762 
Appropriation (adjusted)__________._- __._...| 342, 200, 000 | 410, 022, 500 | 400, 000, 000 





ARMY PROCUREMENT FUNDS 


Senator ELLENDER. The committee will come to order. 

Before we proceed with ‘‘ Research and development,” I would like 
to clear a point that I raised yesterday on the $67 million allowed by 
the House for Army procurement. As I recall, in that category you 
asked for $583 million, and the House reduced that by $516 million, 
thereby leaving $67 million as the appropriation for fiscal year 1958. 

As I remember, the directive of May 22 makes it impossible for you 
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to obligate $100 million during this fiscal year. Thus, your unobli- 
gated balances will be augmented to that extent. 

_ General Lawron. $74 million is in ‘Procurement and production,” 
sir. 

Senator ELLENDER. Then of the $100 million, $74 million comes 
within the category of “Procurement and production.” 

General Lawron. Yes, sir. That is right. 

Senator ELLENDER. I tried to develop ‘the question yesterday that, 
since your unobligated balances would be increased by $74 million in 
“Procurement and production” for fiscal year 1958, and since this in- 
crease has occurred since action by the House on the 1958 appropria- 
tion bill, would it not be in order for the Senate to disallow the $67 
million in the House bill? 

General Lawton. Well, you have a good point there, Senator 
Ellender, except, as you will recall, when Secretary Quarles testified, 
the statement was made that this $74 million is a cutback in fiscal 
year 1957. Now, there is no reason for us to believe at the present 
time that we cannot use this money in the fiscal year 1958, in other 
words, have that added to our 1958 program. 

Senator ELLENpDER. But, if it is carried over, it will come in the 
same category as other unobligated balances. 

General Lawton. But it would be gone before the end of 1958. 
The $67 million we need is for the carryover at the end of fiscal year 
1958. 

Senator ELLENDER. That applies to any unobligated balances 
carried over from 1957 to 1958. 

General Lawton. But this would not be unobligated at the end of 
1958, sir. 

Senator ELLeENDER. But, in asking for your new moneys for 1958, 
you deduct from your program the entire amount of unobligated 
balances that are left over from 1957. 

My point is that since you are unable to spend this $100 million 
because of this directive, and since $74 million of that is chargeable 
to P and P, you will have that much more money in the kitty; that is, 
in unobligated balances, whic h will be carried over. 

General Lawton. That is correct, sir. We would have the $74 
million additional availability carried over with fiscal year 1958, but 
we would also have an added $74 million to the program in 1958, 
which would use up that money during 1958 and would not be unobli- 
gated at the end of fiscal year 1958. One would balance off against 
the other. It is true that it would be larger going into 1958, but it 
would not be larger coming out of 1958 if we increased the program 
to pick that money up in fiscal year 1958. 

I believe that was the point. 

Senator ELLtenprErR. Well, in any event, it is my judgment that if 
we deducted the $67 million from the House bill, you will still have 
$7 million more than the amount you would have had if the House 
figure remained and the May 22 directive was not issued. 

General Lawton. We would have that money going into 1958, sir, 
but not coming out if we increased the program to pick up that 
$74 million. 

Mr. Ropericx. Mr. Chairman, that is what I was trying to say in 
my testimony the other day, that it would all depend on whether the 
expenditure and obligational ceilings that might be put on would take 
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it away. Otherwise we wouid have it to spend next year. Because 
Secretary Quarles’ point was that it was just a delay of 45 to 60 days, 
I think he said. 

Senator ELLENDER. I do not know where the information comes 
from. The newspapers seem to have more information that we have. 
Where they get it, 1 do not know. But there is a lot of talk that the 
Army will be reduc ed considerably during the next fiscal year. I do 
not know that it will happen. But it strikes me that in the light of 
the additional power that is in the hands of fewer people, that Tight 
well come about. As you know, we are spending much money for 
better equipment, which is more effective and can be handled by fewer 
people. 

As I pointed out, and as has been pointed out before, our potential 
enemy is Russia. Russia is a huge country. It has often been said 
that the most effective method of attack would be by air, which would 
in turn reduce considerably the necessity for a huge Army. 

Now, we see things like that in the papers quite often, and I under- 
stand that there has been some thinking going on to reduce the Army. 
Whether that is going to happen or not, I do not know. 

All right, Ge neral. The next subject is “Research and Development.” 

Senator Symineron. May I make a comment, sir? 

Senator ELLENDER. Yes, sir. 

Senator Syminetron. The Senator from Missouri has read some of 
these stories in the newspaper. At least it gives us one advantage. 
It gives an opportunity to know more about what is going on. 

Senator ELLeENpER. They are able to corkscrew things better than 
we can out of the Armed Services. 


SIZE OF AMERICAN ARMY 


Senator Symineron. Our Army today is already but a small fraction 
of the size of the Russian Army. And if we agree against the use of 
nuclear weapons, we either have to maintain a modern army, even 
though relatively very small, or pull out from commitments all around 
the world. Otherwise we are in effect planning unwittingly the 
destruction of our own people, in case we get into trouble. 

I thank the Chair for letting me make that observation. 

Senator ELLeENDER. Well, Senator, I have been raising those points 
for the past 2 or 3 years. For a member of NATO to pull out its 
forces as in the case of France and now in the case of England, it is 
very discouraging to say the least. The same thing goes ‘for Korea. 
We have in Korea practically the same number of soldiers that we 
had when the armistice was signed, maybe a few less. But now, we 
are carrying the entire load in Formosa, in South Korea, in Southeast 
Asia. We have just been too soft with our so-called allies. 

Senator Symineton. Mr. Chairman, especially since there are none 
of our colleagues here from the other side of the aisle, I would not 
want to get into discussion about our current diplomacy. But we 
have a real problem, regardless of who is responsible for it, and that is 
we must face up to whether or not NATO is important to the security 
of the United States. If it is, although I do not want to argue that 
position this morning, we must give consideration to the reduction of 
our Allied strength, “if we are going to continue to keep our people 
over there. What are we to do about this tremendous reiliehtiea in 
strength that has been and is being made by other countries? 
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Senator ELLenpER. I do not quite see eye to eye with you on that 
point, Senator. 

Senator SyminctTon. I am sorry about that. 

Senator ELLENpER. The people who are even more interested in 
this than we, are the people of Western Europe. And when you go 
over there and find that the only people who think there is a danger 
of war is the United States, I wonder. 

In the United Kingdom, they are pulling out and reducing taxes, 
while our forces remain the same, and taxes are not reduced. That 
cannot go on. 

Senator Symineton. Would the Chair suggest that we move out 
of Europe? 

SITUATION IN REGARD TO NATO 


Senator ELLeENDER. Well, I do not know. TI would give considera- 
tion to it. If NATO breaks apart, of course, I would. I would not 
leave our men there, because they would be in danger. 

Of course, I do not pretend to be a military strategist, but if our 
allies in Western Europe are of the belief that they are not in danger 
and they are withdrawing their troops and reducing them, it would 
be silly and folly for us to have our handful there to protect them. 

I am not an isolationist, by any means. 

Senator Symincton. Regardless of who is Samson, it would not be 
pleasant to be in the temple when it came down. 

Senator ELLENDER. Well, we shall leave that for future discussion, 

Gentlemen, you may proceed, sir. 


STATEMENT OF GENERAL GAVIN 


General Gavin. Mr. Chairman, I am very pleased to be here. I 
have never had the privilege of appearing before this committee before, 
and I welcome this occasion. 

I shall not read the opening statement, which I believe you have. 
I believe you would prefer that I summarize the highlights. 

At the conclusion of that, we have a short presentation of both 
slides and films of our most significant programs that we are in a 
position to show in an open hearing. 

Senator ELitenper. All right, sir. 


PREPARED STATEMENT 


Your entire statement will be placed in the record at this point, and 
you may proceed to highlight it. 
(The statement referred to follows:) 


STATEMENT BY Lt. Gen. James M. Gavin, Cuter oF RESEARCH AND DEVELOP- 
MENT, ARMY, ON RESEARCH AND DEVELOPMENT 


Mr. Chairman, gentlemen, it is a privilege to appear before your committee to 
present the research and development program. 

In my last year’s presentation to Congress I commented on the violent changes 
taking place in the functional fields of firepower, mobility and communications. 
Maintaining superiority in these fields is a fundamental objective of the Army’s 
research and development effort. 

I would now like to discuss the role of Army research and development by 
summarizing the more significant achievements of the present fiscal year and by 
discussing briefly our plans for the coming year. 
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In the field of firepower I can report we have met or exceeded our development 
schedules in our missile programs. The guidance and propulsion systems of the 
Redstone missile have been largely proved. As a matter of interest the knowl- 
edge and equipment acquired through the Redstone program made possible the 
several recent successful firings of the Jupiter missile. 

We are well into the missile era and the tactical-atomic era. We face a challeng- 
ing prospect. It is a challenge that the Army must meet effectively if it is to ful- 
fill its role as a military instrument as flexible and as discriminating in its applica- 
tion as the requirements of national policy dictate. This is not the time for a 
‘““me too” state of mind. We must aggressively seek and positively attain inno- 
vations in the field of strategy and tactics. This we must do if our Nation is to 
survive in the period that we are in. 

As has been true ever since the dawn of recorded history, it is in the field of 
mobility that we find the greatest promise for innovation. This is true in the use 
of both air and land vehicles. We have devasting and discriminate firepower 
available in all combat echelons of our Army. Now by matching it with suitable 
mobility we give to our forces, in fact, the product of both of these quantities. 
Our firepower times our mobility equals our war power, and this is our survival 
power. 

In the field of air mobility we face a unique challenge. We are on the threshold 
of technical breakthroughs in the areas of short and vertical takeoff air vehicles. 
And while we seek innovation, our basic motivation is to enhance the combat 
prospects of the man who fights on land to the end that he may always impose his 
will, and in turn the national will, on any would-be aggressor. The unusual and 
exotic type air vehicles that the Army has been developing for the past several 
years will enable us to gain a clear mobility differential over the prosaic type of 
land forces common to past combat operations. It will enable us to exploit 
rapidly the employment of tactical atomic weapons; provide a screen of depth 
and time against enemy forces so equipped; and it will provide us with high mo- 
bility for our Reserves. Such air vehicles will enable us to evacuate our wounded 
rapidly and they will make possible a modernized air logistics system for the atomic 
combat area. They will provide an invaluable and indispensable flexibility 
factor to our air-defense organization. In event of an air attack against this coun- 
try, for example, such air vehicles, flying close to the ground and capable of landing 
and taking off wherever needed, will enable us to handle limited warhead and 
missile stocks efficiently despite possible enemy interferences. Obviously they 
wou'd be invaluable in handling casualties, medical supplies, ete. 

We in the Army are not interested in employing, nor are we primarily concerned 
with, the large, high-performance aircraft of our sister services except insofar as 
they are provided by those services in carrying out their missions. For the 
combat infantryman and those who fight on the ground beside him, we want to 
provide the best mobility obtainable. For in the missile era the man who controls 
the land will control the space above it. The control of land areas will be decisive. 
And to the end that we can obtain tactical innovations so that we may, in fact, 
control land areas, we are making an all-out effort in cooperation with the fullest 
support of American industry. 

In order to obtain superior mobility on the ground, reduced weight and superior 
operating ranges are essential for our combat and support vehicles, including tanks, 
self-propelled artillery, armored personnel carriers, and wheeled vehicles. Devel- 
opment will continue in 1958 to provide more efficient transmissions, lightweight 
suspension systems and engines of improved performance characteristics with an 
attendant reduction in fuel consumption. 

In the field of communications and electronics, the Army has made extremely 
significant gains in the past year. We have developed a long-range radio system 
which will offer minimum susceptibility to enemy jamming, excellent surveillance 
techniques, and have made progress in the development of an electronic data pro- 
cessing system which will collate and display for the commander essential elements 
of information on both enemy and friendly forces. 

Paralleling the research and development effort in the development of weapons, 
vehicles, and communications equipment significant progress is being made in 
providing care for the individual soldier. Important advances have been made in 
new methods for treatment of shock and of radiation and thermal burns and in 
development of a new vaccine for respiratory diseases of military significance. 
In addition to this concern with his material well-being we are continuing to 
improve training, teaching, and selection systems by application of new but proven 
scientific principles. 

This has been a brief summary of the Army’s research and development pro- 
gram. We know the need, and we are making an all-out effort to fill that need 
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within the budget provided us. We are managing a tight and austere program, 


and I can assure you that the taxpayer is getting mileage out of the Army’s re- 
search and development dollar. 


ADDENDUM TO STATEMENT BY Lt. GEN. JAMES M. Gavin, Cuter oF RESEARCH 
AND DEVELOPMENT, ARMY, ON RESEARCH AND DEVELOPMENT 


Mr. Chairman, gentlemen, the fiscal year 1958 Army budget as submitted to 
the Congress includes the very minimum ‘amount necessary to support an adequate 
research and development program. Developing this program on the basis of 
austerity and strict economy, the Army was unable to pursue many worthwhile 
projects at a level which takes full advantage of our technology. ‘Additionally, 
the substantive portions of the program have been successively reduced through 
absorption of additional costs formerly borne by other appropriations and through 
gradually increasing expenses. A further reduction of $8 million as proposed by 
the House Appropriations Committee will result in damage to critical areas of 
Army’s research and development program. 

The Army will be forced to curtail its traditionally excellent medical research 
program, a program which has repaid its cost many times over not only in lives 
saved on the battlefield, but also in promoting the health and well-being of soldiers 
and civilians alike. A drastic reduction will be required in the research effort 
in the fields of biological and chemical warfare. Research in materials, terminal 
ballistics, and rocket propellants, fundamental to progress in the guided-missile 
field and in the development of an adequate defense of the continental United 
States against the intercontinental ballistic missile will be reduced. 

With respect to the development portion of the Army program, substantial 
reductions in a number of important areas will be necessary. The level of effort 
in the fields of ammunition, fuses, and explosives will be curtailed. This field is 
particularly notable, not only because of its widespread application to many items 
of equipment, but also because small savings in unit costs, made possible by care- 
ful development, will result in large dollar savings in quantity procurement. The 
Army will be foreed to reduce its program for developing special mapping equip- 
ment and techniques, an area in which progress must be made if we are to employ 
more effectively the modern weapons which we now have. Projects to improve 
the mobility of the Army will be retarded, among them specifie projects designed 
to improve armored vehicles and helicopters. Armored vehicles will be increas- 
ingly required for protection and ground mobility on the atomic battlefield while 
the helicopter, although not yet fully exploited, is radically altering tactics. The 
Army will be forced to reduce effort in the development of communications sys- 
tems, radars, and certain electronic components. These reductions, in turn, will 
delay completion of a battle area surveillance system to improve our ability to 
acquire targets for our weapons 

“he reductions I have outlined are illustrative of the effects on our overall pro- 
gram. I feel that these cuts can only impede the progress we are striving to 
maintain in the race for technical superiority, which is so vital to our objectives of 
maintaining an effective deterrent force and an Army capable of meeting its 
responsibilities in any modern war. 


PROGRESS IN CLASSIFIED AREAS 


General Gavin. I should add that we look forward to an opportu- 
nity to make a presentation in closed hearing, since the really most 
significant progress is now being made in very highly classified areas. 
Among other things, the Department of the Army is charged with 
the responsibility of developing a defense for this country against 
missile attack for point defense, and the associated radar with such 
asystem. We are making considerable progress, and we look forward 
to an opportunity to discuss that with you in a closed hearing. 


ANTIBALLISTIC MISSILE 


Senator Symineron. Do you mean by that the antiballistic ballistic 
missile, or the Nike? 
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General Gavin. The antiballistic missile. It will emerge from the 
Nike family. 

Senator ELLENDER. Will it supersede it? 

General Gavin. 1 would say much of what is in Nike will be 
adaptable to that system. It will grow out of it. And it will be 
a transition over a period of time, with, in my opinion, no significant 
loss in resources. 

Senator ELLENDER. Will it be in the nature of improvements? 

General Gavin. Yes, sir; it will, indeed. 

Senator ELLeENDER. Well, do you foresee that the improvements 
will be such that it will require additional training to handle these 
new weapons? 

General Gavin. Yes. Mr. Chairman, I should say that a good 
defense against a ballistic missile will require assistance, perhaps, 
other than Nike, and it may come out of other areas that we now have 
cognizance of. And, in specific answer to your question, yes; it will 
require additional training. Yes, indeed. There will be highly 
complex problems to be dealt with. 


SOVIET NUCLEAR PROGRAM 


In my presentation to you this morning, I would like to begin with 
an on-the-record statement of the progress being made by the Soviets 
to ready themselves for a nuclear war. They have a very successful 
nuclear program and they have made evident their understanding of 
the problems by developing a very fine family of armored vehicles, 
several samples of which I will show in slides this morning. 

The highlight of the recent May Day parade was an antitank weapon 
of unique characteristics. 


TECHNOLOGICAL AGE 


Now I would like to go to our own problems. We are right now 
entering a period of dynamic technology change. Dr. Killian recently 
said, referring to this period of time: 

The events of the technological age are moving faster than our perception of 
their meaning. 

We are striving to understand the meaning of this dynamic situa- 
tion in which we find ourselves and out of that understanding give the 
Nation the resources it will need to survive. 


FIELD OF FIREPOWER 


In the field of firepower, we have been extending the range of our 
weapons and the yields of the weapons. We have been extending 
them through the development of missiles in numerous categories. 
And we have been developing nuclear weapons in precise, small-yield 
delivery systems. We have sought to learn to live with the atom, 
which, we presume, is here to stay. 


MOBILITY AND DISPERSION 


One often hears these days the two words ‘‘mobility”’ and “disper- 
sion.”’ And these are handmaidens in the nuclear period. We have 
sought to develop mobility in several unique ways. We have sought 
to improve our tank family and armored-vehicle family, and presenta- 
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tions of these subjects will be made here this morning. But we have 
sought innovation in the form of air mobility. We absolutely have 
no intent to go into the field of large aircraft, high- performance, 
aircraft or high-altitude aircraft. Instead, we have sought vehicles 
that operate very close to the ground, that ‘will fight with the combat 
infantry, that will, in fact, give them eyes. 

We sent our young men into Korea without eyes, and we do not 
want to do it again. We want to give them that vision that they 
need in combat, and we have a very aggressive program in this area, 
This is in the 1958 budget. 

In addition, we are endeavoring to match this firepower and 
mobility with modern communication systems, taking advantage of 
transistors, television, and the like, and we have a very aggressive 
communications program. 

And, finally, we consider that the most precious commodity in 
the Army’ s inventory is the man himself. We have a 20-year lead 
time for the fighting man. We cannot replace him in less than that 
time. We hear of mass casualty measures, burn treatment, and many 
problems which come along that we have been addressing ourselves 
to with, I think, considerable vigor. 


EFFECT OF REDUCTION IN APPROPRIATIONS 


Now, I might say, before going further into the graphic presentation 
we have, the reduction of an $8 million amount in the fiscal 1958 
appropriation bill will require, in my opinion, major cutbacks in some 
of our most significant programs. The Army asked this year for 
$596 million for research and development. It was granted $400 
million. 

In addition to this cutback from our request, we, like our sister 
services, have been victims of the diminishing value of the dollar, 
the need to absorb additional costs in our research and development 
program. In fact, over the last 4 years our research and development 
program has cut back steadily. 

Despite the apparent amount of funding, we have been experiencing 
a steady decline in the amount of dollars going into research and 
development. 


DEPENDENCE ON QUALITATIVE SUPERIORITY 


Senator Syminetron. Then, inasmuch as we have voluntarily turned 
over our quantitative superiority on the basis that we have, and 
intend to maintain, qualitative superiority, and inasmuch as we have 
had testimony that the Russians are doing their best to modernize 
their army, which is many times as large as our own, not counting the 
Chinese Communists, how can we modernize our Army qualitatively 
if we cut the research and development the Army feels necessary for 
its modernization? 

General Gavin. I do not believe that we can, sir. 

Senator Syminetron. As I recall the figures that were given by 
Secretary Roderick, the Army asked for "$560 million and received 
$400 million, and the House cut $8 million out of that. If those 
figures are wrong, we can correct them for the record. 

General Gavin. That is 596, Senator. 
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Senator Symineton. On that basis, then, even before the House 
cut, you were not receiving the money you felt was necessary to have 
a modern American Army. Is that correct? 

General Gavin. Absolutely. 

Senator Symineton. Thank you. 

General Gavin. Sir, perhaps it would be well, without further 
belaboring these points—I presume there will be questions asked. I 
am sure there will be—I would like to go ahead and use a few illustra- 
tions to make a few points to highlight what has been said so far. And 
we will start out with a few slides of typical examples of Soviet 
equipment. 

Before doing so, | would emphasize once again that it is difficult to 
understand the meaning of all the things that are happening today. 
The missiles are far more significant than just something that flies 
far. And nuclear weapons, in their changing characteristics into very 
small usable forms, have great meaning, too. It seems to us as we 
enter this period now and begin to understand what missiles can do— 
and they are doing tremendous things now, beyond the average 
person’s understanding—that we are entering the period when our 
greatest deterrents will be a defense of such character that anyone who 
attacks will know he will be certainly destroyed. Knowing this, we 
feel that the Soviets are developing a very fine family of nuclear 
weapons. 





SOVIET ARMAMENT 


They have a tank of around 50 tons, the Joseph Stalin 3. It has 
been improved steadily and has been replaced. The Soviets have 
turned out some 40,000 tanks since the war in addition to their old 
inventory. They are doing quite well. 

I think we should be aware that the Soviets gave away to the 
Egyptians some fine armor, and it is a matter of knowledge to the 
press that the stuff they gave away is quite good. This is a good 
indication of what they might have that they are keeping to them- 
selves. 

May we have the next slide, please? 

This is a very interesting tank, in that it is an amphibious tank. 
It is a light tank, but it is amphibious, and it means that they have 
mobility over inland waterways, wherever they have to operate, 
and it has a number of unique design characteristics. They are far 
from being dumb developing armored vehicles. They do very well 
indeed. 

This is an armored personnel carrier that is, we think, quite good, 
quite inexpensive, but we feel that we perhaps have a better one 
coming along. It is only shown to make this point: They are putting 
all of their land forces in personnel carriers as fast as they can go, 
into armored personnel carriers of some category. 

_ This is a self-propelled gun that approaches an atomic capability 
in size. It is a very fine weapon on a chassis, something like the 
Joe Stalin tank, and they have numbers of them. 

The next slide, please. 

This is a huge mortar. However, its caliber is such that it can 
accommodate a nuclear warhead. They do very well with their 
mortars, as our people who fought in Korea will attest. This is the 
latest they have, and, again, it is on tracks. Everything should be 
on tracks today unless it flies. 
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SOVIET AIRBORNE EXERCISE 


I would like to show you a picture of a Soviet airborne exercise 
put on for General Twining at the time of his last visit over there. 

At the conclusion of this exercise they sent him back a film of it. 
These helicopters are the “horse,’”’ much like our H-19. We eall 
your attention here particularly to the fine appearance of the soldiers, 
but next the fine flying. This is a 76-millimeter divisional gun with 
a %-ton vehicle for the prime mover. These helicopters were flown 
in a large formation, a very good formation. This is the “Hound” 
incidentally. 

You will notice as they approach the landing zone they come in in 
very fine order. They touch down in a split second of timing. They 
obviously have very good communications. They are very well 
trained, and they know their business. 

When the smaller helicopter touches down, the large one lands 
between that landing and the audience. 

To me, it was rather ironic, because Marshall Zhukov wanted to 
see an airborne exercise of ours in Berlin in 1945. We put on an exer- 
cise much in this pattern, with parachutists and gliders. 

This is a very rugged helicopter with a tubular outside construction 
and a rather thin skin. It has a fore and aft opening and is a very 
good air vehicle. 

With tactical firepower around the periphery of Russia, you have a 
very tough proble m to deal with. I have seen a lot of their troops 
in our recent 3 years duty in Europe and also after the war. These 
troops are smart looking, know their business, and are obviously well 
trained. That kind of gun can make an impressive performance 
against any armored vehicle. 

There are in addition to these two types of helicopters several other 
types the Soviets now have been developing. It would be interesting 
to note in passing that that smaller helicopter has been on the polar 
icecap for some time now. The Soviets proudly announced that it 
reached the North Pole, cached gasoline, and came on back. They 
have operating capability up there now. 


UNIQUE TYPE PARACHUTE 


Here you see a very unique type parachute. Notice the main chute 
does not open. The main chute is a long white cylinder. This 
enables a man to go out of the airplane with a very large load. Finally 
he can select his landing point by pulling a trigger and opening the 
main chute when he wants to land. It is a very unusual and inter- 
esting design. More than anything else it suggests they are not 
backward in this field. These square chutes are typical of some they 
have used in the past. They also have a triangular chute that is very 
efficient. Also there is one back there that is malfunctioning, 
apparently. 

They are pioneers in the airborne field, and it is possibly of some 
concern to those who are faced with the prospect of engagement in 
combat that they are not at all backward. They know what they 
are doing. In every field they are moving and moving very fast. 
Mobility is where a man earns a quantum jump over an opponent. 
These are, of course, just the unclassified portions. 
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SOURCE OF FILM 


Senator Syminaton. Mr. Chairman, I would like to ask a question 
if | may. . 

Where did this film come from? 

General Gavin. It was sent to the Department of the Air Force 
from Moscow. 

Senator Symineron. I am distressed that only the chairman and 
I are here to see it, because these pictures are most significant. 

Senator ELLENDER. Senator Symington, I made this suggestion be- 
fore we started the hearings, that we would have a closed session later 
on, wherein we would hear the three services. General Gavin agreed 
that it might be better since only two of us are here today. I agree 
that more Senators ought to see this, and arrangements will be made 
to have a closed session after we have completed the open hearings. 

Senator Symineton. Thank you, Mr. Chairman. We have com- 
mitments all around the world. Based on letters I have from con- 
stituents with sons in Korea, we are going ahead with an Army that 
may not be as modern as the Russian Army. The more of our people 
who know about it the better. 

Now let me ask you about this film again. 

Did General Twining see all this? 

General Gavin. Senator Symington, I am not sure if he personally 
saw it but this has been a matter for considerable discussion between 
the staffs. I am almost certain he saw it. 

Senator SyMincTon. These films were sent to him from Russia? 

General Gavin. Yes, sir. And we were aware of them and asked 
to see them at once. The complete film includes a great deal of jet 
interceptors and that sort of business. 

Senator Symincron. Why do you not show that to us? Are we 
going to see that later? 

General Gavin. We will be very glad to, sir. 

Senator Symineron. This morning? 

General Gavin. i think we just have this portion here this morning. 

Senator SyMINGTON. So what you have done is to cut out portions 
except those that have primarily to do with their Army? 

General Gavin. Yes, sir. 


EXTENT OF RUSSIAN QUALITATIVE DEVELOPMENT 


Senator SyMINGTON. Based on these films, would you say that there 
are things which show that in some categories the Communists are 
ahead of our qualitative development? 

General Gavin. It would be very difficult to judge whether or not 
they were ahead. This is a year old now. We got this a year ago. 
And based upon that date, and when I knew they were flying that small 
helicopter, at that time they were clearly ahead. It is hard to say if 
we are ahead now, because we are moving very fast in this area. 

Senator SyMINGTON. Inasmuch as you are one of the world’s greatest 
experts on paratroop operation and you mentioned something novel 
about their chutes, are they ahead of us at this time in their chutes as 
against what we have got? 

General Gavin. I would say “‘No.” 

Senator Symineton. You would say we were ahead of them still? 
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General Gavin. Yes, sir. This has been a matter of great interest 
to me, and I have talked to Soviet parachute officers about their forces 
on a number of occasions. They pioneered the field and were awa 
ahead for many years. However, the demands of World War it 
made us develop organizational concepts and techniques that they 
have never come upon. They may have those now, but I have seen 
no demonstration of it. One isolated item like a parachute is unique 
and shows they are imaginative and go into new areas that we perhaps 
do not get into. But it is hard to judge as to the program from that. 

Senator Symineton. It has always been my contention that if we 
are going to have any army at all we ought to have one that is not 
only modern but capable of great mobility. They are carrying some 
pretty heavy equipment in their planes, are they not? 

General Gavin. Yes, sir; that was very heavy equipment. 

Senator Syminetron. Can we carry as heavy equipment as they 
can? 

General Gavin. The answer is “Yes,” but not in great quantities, 

Senator Symrncton. How many planes do we have of comparable 
size? 

General Gavin. We have helicopters capable of carrying such a 
load. We have about nine H—37 helicopters in inventory now. 

Senator ELLENDER. As to the pictures we have seen, is there any 
implement of war that we do not have that isn’t as good or better? 

General Gavin. No. The intriguing thing is imagination and ideas 
and willingness to go into unique approaches to problems. 

Senator ELLENDER. Can you give us the source of their information? 
Can their production methods be as good as ours? 

General Gavin. This is quite a fundamental problem. 

Senator ELLENDER. I am just wondering. 


RUSSIAN DESIGNERS 


General Gavin. I must say, sir, I am always impressed by the fact 
that some of our finest designers are of Russian background; Seversky, 
Strukov, Sikorsky—they are not lacking in imagination. 

Senator ELtenper. Would you say that they obtained much of 
their information from the Germans? 

General Gavin. Well, there is no doubt they obtained a great deal 
from the Germans, immediately following the war, particularly in the 
field of missiles. Their system of development, however, is such that 
they put a tremendous premium, first on the education of youngsters 
in various fields of science, and then as they go on they pay their 
scientists handsomely, very well indeed. 

Senator ELLENpDER. I observed that while I was in Russia last year. 
While the Iron Curtain is up, we ought to learn more about each other 
by interchange of peoples and information, rather than proceed to 
devise ways and means of destroying each other. 

General Gavin. I would agree. 

Senator Ettenper. More of that ought to be done. We should 
accelerate while the opportunity is present. 

Senator Symineron. It is also true we thought nothing of naziism, 
is it not? 

General Gavin. We saw little of it in its incipient form. 

Senator Symincton. I said we never thought much of it. 

General Gavin. That is true, of course. 
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UNDERESTIMATION OF NAZI POWER 


Senator Symineton. And the British thought so little of it they 
underestimated the potential aggression against their own country, 
did they not? 

General Gavin. Yes. I remember when now General Lindbergh 
gave a report on the condition of their aircraft production and so on. 

Senator SymineTon. And as a result of that underestimation I have 
seen many thousand white crosses, British and American, all over the 
world. 

It is also true, is it not, that up until the development of the great 
American armies in World War II the Nazi armies were the finest 
armies the world had developed to that date? 

General Gavin. I would hesitate to say, sir, that that is necessarily 
so. In size they were certainly the largest. But they were licked. 

Senator SyminetTon. I said up until the development of our own 
armies, the Nazi armies were the finest armies. 

General Gavin. In terms of size and so on, yes. I think some of 
our allies have always had fine fighting men. 

Senator SyMINGTON. But then these Russians, although they were 
still ploughing their fields with a stick, knocked the Nazi armies out 
in front of Stalingrad, destroyed their armies, and shortened World 
War II; is that correct? 

General Gavin. This is true. 

Senator SymMinaeton. At least contributed to the shortening of it. 

General Gavin. If I may say, sir, the thing that concerns one in 
retrospection about the Nazi situation is that there you match a form 
of dictatorship with a Military Establishment that could apparently 
be corrupted and yet was one of great vision and saw the possibilities of 
increasing land mobility on a large scale. What alarms one is that as 
we enter the nuclear-missile age, a dictatorship could ruthlessly exploit 
a people, be equally imaginative and not stop at the channel this 
time. 

Senator Symineton. The British finally woke up to the Nazi 
strength. But it is true, is it not, that if it had not been for the 
United States coming in, England would have been destroyed? 

General Gavin. I am far from being authoritative on that subject. 

Senator Symineaton. In 1941, unless the United States had come 
into the war, would you not say, as a military man, that the Nazis 
would probably have won the war? 

General Gavin. It would be very difficult to say, sir, but they 
certainly were on the way. The loss of the complete peninsula of 
Europe, I mean down to and including Spain, may have been in 
time more than the free world would bear. 

Senator SyMINGTON. In any case, you would say we were of some 
assistance to the British. 

General Gavin. We were more than the arsenal of democracy in a 
military sense. We were in a spiritual sense. 

Senator Symineton. And who is behind us today, as we were 
behind the British? Anybody you know of? 

General Gavin. I woulc say that we had assumed the leadership. 

Senator Symincton. Do you know of anybody behind us with 
remotely comparable strength to what we had when we stood behind 
the British in World War II? 
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NEED FOR A COALITION POLICY 


General Gavin. Offhand, no, sir, But this points up the need for g 
coalition policy. 

Senator SyMINGTON. Then if we make a mistake as the Nazis 
did in gaging the Russian strength, comparable to the mistake the 
British made in engaging Nazi strength, we will never have a chance 
to correct that mistake, will we? 

General Gavin. That is quite a leading question, because I think 
the British made a right decision to engage the Nazi strength. 

Senator Symincton. But when they made the decision to fight, 
they were already in a very delicate and difficult position. So if you 
take the position they could have been destroyed by the Nazis, then 
the fact is we saved them. 

What I am trying to get at is this: In this air-atomic age, with 
hydrogen bombs, I am one who believes there is something in the 
theory of two scorpions in a bottle from the standpoint of nuclear 
attack ; and therefore, we may never drop any of these nuclear weapons; 
on the other hand, that means we must maintain adequate support, 
in conventional ground forces. If we do not maintain such ground 
forces, and a possible war is not carried on on the basis of massive 
retaliation, we will never get a chance to correct that error. Is that 
a fair statement? 

SURFACE-TO-AIR MISSILE DEFENSE 


General Gavin. Yes, in fact I would go further and say that refer- 
ring to the lack of understanding of what this air-missile age needs, 
in my opinion we are entering a ‘period now when our most effective 
deterrents will be a very impressive surface-to-air missile defense. 
As we enter that period more and more, then the Nation that has 
alternate strategies available to it will be the nation that will survive, 
in that it can deal with peripheral actions without committing its 
major deterrent to possible certain destruction. So I would say, 
absolutely that I would agree, and | would go further. 

Senator Symineron. Are you satisfied with nearly 40 percent of the 
Army’s budget being in the field of antiaircraft? 

General Gavin. Well, the Army has a mission, and, with the limited 
resources it is being given, it is endeavoring to carry out that mission, 
and, fortunately, better than any nation in the Western World it is 
now capable of ‘doing it, in that it has de veloped the missiles that will 
give us an air de fense. And it is now moving very, very fast. It has 
tremendous momentum in this field. 

I am not sure of that figure of 40 percent. 

Senator SyMiInGTon. 38 percent, 1 understand. 

General Gavin. Yes, sir. 

(The following information was submitted :) 

Missile procurement is approximately 50 percent of ‘‘Procurement and produc- 


tion, Army’’; however, on the order of between 10 and 15 percent of the Army’s 
total budget is in the field of antiaircraft defense. 


General Gavin. But defense against something in the sky is going 
to give us independence of operations on land, not only in the conti- 
nental United States but in overseas areas, where a nation has com- 
mitments. And the Army wants that independence of operations. 
And good surface-to-air missiles will give it to us. Now we have 
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them. ‘They are coming now. They were challengeable a couple of 
years ago, but they are coming now. 

~ Senator SyminGcTon. So you still believe in point defense as against. 
area defense? 

General Gavin. Well, Mr. Symington, what is point defense, 
and what is area defense? As missiles increase in range and cover 
extensive areas from the launching point—and I am talking now of 
many, many times the range of the missiles now in sight—they cover 
extensive areas, and I suppose one could call that a point defense. 
| don’t know what the words mean, actually. 

Senator Symrncton. We cannot, in an open hearing, get into the 
question of range; but, in my opinion, the whole question of defense 
has now changed. Before, in World War II, if you knocked down 7 
percent they could not take it, because of attrition. That was proved, 
because after the first night the British did knock down 7 percent; 
there was never another major raid against England again until the 
V’s came along several vears later. I know that is true, because I 
was in the London Air Ministry at the time of that last raid, May 10, 
1941, the Monday morning after it. 

But now, even if you knocked down 97 percent of the attacking 
bombers, you would still lose your city. Therefore, I do not see 
how you can expect adequate success from point defense. 

Do not misunderstand me. I am in complete agreement with all 
money necessary to pursue antiballistic ballistic missiles. But I am 
wondering if the Army is resigning itself to largely a defensive unit 
in the American services, instead of concentrating on maximum 
mobility for offensive action; and this based on our commitments 
all around the world. 


100 PERCENT AIR DEFENSE 


General Gavin. Yes, sir. Well, we want a 100 percent air defense. 
And we consider this attainable. There has been no schizophrenia in 
the Army about how to get an air defense. We have not worried 
about interceptors. We have gone after missiles. And our country, 
as a consequence, has missiles today, unlike a number of countries in 
the Western World. And, in fact, the British white paper is based 
on the surface-to-air missiles, | would say, that we have developed in 
our own establishment. 

Senator Syminatron. Up to this time, I think the Redstone is the 
best production job done. To date it is certainly the only production 
job since World War II worth talking about; and I congratulate the 
Army on that development. 

General Gavin. Thank you, sir. 

Senator SymineTon. I am talking about ground-to-ground missiles, 
of course. 

THE SHIELD AND THE SWORD 


General Gavin. Now, we are continuing after this business. To us, 
in a very symbolic sense, combat consists of the shield and sword, 
from the time one man fought another for survival until nation fought 
nation for survival. We do not want to get into a Maginot concept, 
which would be a national disaster. We will probably get that balance. 
We have deployed overseas today thousands of young men in the 
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Eighth Army and the Seventh Army. We want to be sure they have 
adequate defense against any form of air attack. And this is one of 
our first responsibilities. The shield must be deep, resilient, and have 
a lot of defensive integrity. At the same time, the sword that goes 
to an aggressor’s vitals must be ever present in their hands. 

Senator Syminecton. Then how do you explain what has been 
brought out previously in these hearings, that the Air Force does not 
want continuation of antiaircraft defense in England? That is correct, 
is it not, Mr. Chairman? 

Senator ELLeNnpER. Antiaircraft is obsolete; so they say. 

General Gavin. That is correct. I could not agree with you more, 
Give us more money, sir, and we will get more missiles as fast as 
we can. 

Senator Extenper. General, I presume that it is rather easy for us 
to use hindsight and say, “Well, this ought to be done.’”’” We had 
complete control of the air in Korea for about a year, did we not? 

General Gavin. Yes, sir. 


MISTAKES IN KOREAN WAR 


Senator ELLeNpDER. And yet what happened? Mastery of the air 
did not mean much to us. Somebody is going to be blamed for the 
gross mistakes made during the Korean war. My grandchildren are 
going to read about errors made in the manner and method of con- 
ducting the war in North Korea. I well remember there was some 
division of views within the JCS committee of our forces in that area 
as to what ought to be done in carrying on the war. Some suggested 
an impregnable line should be built from Wonsan to the Yellow Sea, 
the narrowest part of the Korean Peninsula, and let the South Koreans 
carry on the war, such a course would have greatly minimized our 
losses and the Chinese may have not come in. But somebody said, 
“No; we want to bring the soldiers back home for Christmas. Let 
us fight on and end the war quickly.’’ Well, our battleline was spread 
so thinly that no matter what weapons of war we would have had in 
the North Korean terrain it would not have aided us much. I am 
not an expert, but it was the vast number of soldiers that the Chinese 
had on hand that counted. Machineguns and mortar guns in the 
hands of the many were very successfully used. We are preparing 
for a war not knowing where it is going to start or where it is going to 
end, and the terrain may not be as conducive to the use of what we 
are now providing as our great Air Force had in Korea, when we bad 
complete control over the air and could not do much with it. Can 
you get the idea? 

General Gavin. I do, indeed. 

Senator ELLENDER. The great tragedy was that the Red Chinese 
did come after we had the North Koreans on the run and tasted 
American blood and tried to drive us into the sea. That was most 
tragic. Because of their success the Chinese Reds of today are sassy. 
obstinate, stubborn, and most arrogant. They just think, ‘‘Well, we 
have conquered them once, we can do it again.” This unnecessary 
turn in the war provided the Red Chinese as well as the Russians 
with unlimited propaganda, which at the time they badly needed. 
I shall not discuss the matter further. 

Let us go to the subject of research and development. 
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General Gavin. Yes, sir; if I may. Now, I have a few slides and a 
few movies I would like to show, with some running commentary. 
May we go right ahead? 


REQUIRED DEGREE OF DISPERSION 


Our problem in controlling land areas in the period we are now 
entering is first to understand the degree of dispersion we will have to 
have. Here is the amount of area a division would have covered in 
World War II. And you will notice that the area is perhaps-10 miles 
deep and perhaps 7 miles wide. 

This is the area we are now using as the criterion for our develop- 
ment program. 

First I would call your attention to the need for firepower of much 
greater range, so that the shield of defense we spoke about a moment 
ago will have integrity. We are talking there of ranges up to the 
order of 40 to 50 miles. This is one of the specific reasons why one 
must go into missiles, among a number of other reasons, to give fire- 
power to our forces in the field. 

Next we need internal mobility throughout, and we need very fine 
communication systems, several times more effective than anything 
we have known in the past. Those rear areas must be completely 
covered by forces that move by air, by helicopter, vertical takeoff 
aircraft, and so on. 

And finally, areas will be fought over in tremendous depth. That 
is, there will be divisions behind divisions or divisional areas behind 
divisions, so that the depth of an army area, instead of being on the 
order of about 100 miles, as in World War II, will be around 500 or so 
miles. 

MOBILITY PROBLEMS 


Here, for example, are some of our mobility problems. Here is a 
vehicle that is now proposed as our first nuclear mobile land vehicle. 
We have a proposal up to the Department of Defense to give this a 
mobile reactor. This is an over-the-snow vehicle. Those are very 
sizeable wheels, about 10 feet high. Each vehicle carries about 15 
tons of cargo. 

A nuclear vehicle would be particularly appropriate at the Artic, 
where you have columns of cold to be dealt with and heat to be dis- 
posed of. 

Senator ELLENpDER. In what part of the country was that taken? 

General Gavin. That was taken, I believe, in the Michigan area, 
where we have 30 inches of snow. 

Senator Symineton. When you say “nuclear,” do you mean it is 
run by a nuclear reactor? 

General Gavin. Yes, sir. 

Senator Symineton. That would have eliminated the problem 
General Patton had in moving across France, being held up by 
gasoline, would it not? 

General Gavin. That is right, and we are getting underway. 


ANTITANK WEAPON 


_ This is an 8-ton self-propelled antitank weapon, and it is an indica- 
tion of the progress that we have been able to make in heavy drop. 
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It is obvious that something such as this in numbers would have 
been very useful if one had the type of job that had to be done in the 
Suez. The gun itself lacks armor protection for the crew, but it will 
really engage armor in very good terms. It uses nylon parachutes, 
A trigger device disconnects the load on landing so that the chutes 
do not pull it over. 

This is the type of vehicle we are developing for our new airborne 
division. The ground pressure is about half that of a man, 4.1 
pounds per square inch. 

We must develop vehicles that can move by air, and this is one of 
those, as well as vehicles of a heavier character for sustained land 
combat. This is the air type vehicle. 


NEW LIGHT TANK 


Here you see coming out from behind this present personnel carrier 
a new light tank. This is 40 percent lighter in weight than the 
present tank. 

It has a lot of aluminum in it. It has many unique characteristics 
that are rather classified. 

It has much more machinegun power, a very low silhouette, as you 
can see here. 

We expect to get about 100 percent more performance in range 
out of that, with the type engine we use. 

What we seek, therefore, is a lighter vehicle, much greater range 
of operation, and all the time you must have to present a very good 
gun. This tank will be supported by funds out of this year’s program, 
and we should be able to go into production next year. It is to the 
best of our knowledge the Western World’s best light tank today. 


XH-40 HELICOPTER 


Here you see a unique helicopter. And I have only shown you 
two of this one by itself. It has a turbine engine. It is the XKH—40, 
made by Bell. It recently achieved forward speeds of 125 knots, 
which is much more than we normally expect from a helicopter. The 
Lycoming T—53 turbine engine in this helicopter is an Army develop- 
ment, and it is now very attractive to our sister services. We are, 
of course, having free interchange of information on it, and expect 
that they will use the engine. The helicopter field is really in its 
infancy. 


We are very much interested in the air mobility field, and this, for 


example, shows the aerocycle, which was one approach to giving the 
doughboy mobility. 

For example, now, the implication of this is that an individual can 
rise up out of the trees and press a button with his right thumb and 
cause to be launched a missile many, many, many miles away by 
electronic signal. He can observe the target. In some cases he can 
bring a missile in on the target. 


HILLER FLYING PLATFORM 


Here you see the Hiller flying platform, of which we have a dozen 
in procurement. It is really a research vehicle, but yet it is tre- 
mendously significant to us, because we see all the possibilities now of 
matching these systems and getting what is in reality an innovation in 
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land mobility. From this again a man can cause a missile to be 
launched. He can go through the blast area and get an automatic 
sampling of radioactive residual activity, automatically trans- 
mitting this information to the filtering center. We have bad to 
develop a special type parachute for use with this vehicle. 

This inflatible airplane made by Goodyear can be dropped by para- 
chute. In a few minutes it can be put in flying shape. These are 
only samples of what the field of air mobility is beginning to offer us, 
and I have only shown very, very few of the new technical possibilities. 
We are wor king with the Office of Naval Research on it now. It has 
very light air pressure. The air pressure can be reinforced from the 
engine, as a matter of fact, in flight, if you need it. It can absorb a 
certain amount of punishment. You can imagine how useful such an 
aircraft would be to teams of demolition experts who would go in by 
parachute, do their job, and later fly out. It can be made to fly for 
7% hours. It is very easy to land, very easy to take off. 

Senator Symincron. You do not need an airfield. 

General Gavin No, sir. It lands in a very short area of perhaps, 
let us sav, a hundred yards or so. 

As a matter of fact, something like this would be very useful, in 
my opinion. We are just in our infancy in this field. It-could be used 
asa drone. There is minimum radar reflect vity in something of this 
sort. We had this down at Fort Rucker the other day to show the 
aircraft industry, and they were quite enthused about it. We are 
asking for funding to do a two-man version of this. As you see, it 
lands very close to the ground and ean skid right on the grass. I have 
talked with a pilot who has flown it, and it is potentially a most useful 
device. 

Now, ducted propellors such as used in the Hiller flying platforms 
are being coupled together to form larger flying platforms and we have 
proposals at our request from 26 commercial firms for the construction 
of various designs of what we call the aerial jeep. By matching a pair, 
you get much better stability on vour flying platform and much greater 
versatility of performance. 

Communications and fire power in the form of machine guns or 
rocket launchers can be put aboard this aerial jeep. 

I call vour attention to how useful appreciable numbers of vehicles 
of this aerial jeep-type would have been during our operations in 
Korea. We would have had eyes for our infantry : and would not have 
had to send them into combat without eyes. These operate very close 
tothe ground. They are not to go up high but are to stay down among 
the trees. 

Senator Symineron. If you had had this equipment in Korea, you 
would have tremendously reduced our casulaties; would you not? 

General Gavin. I would say we could have won the Korean affair 
in a very short time. We would have known what was going on and 
would not have been fighting blind as we did. 


DEFEAT IN KOREA 


Senator Symincron. Is it true that the defeat we suffered in Korea 
is worst defeat any American Army ever suffered? 

General Gavin. Well, I do not believe we have expressed the view 
that there was a defeat. 
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Senator Symineron. I am talking about one battle up by that 
reservoir. Wewonthe war. But we did not know prior to the battle 
that those Chinese divisions were anywhere near us, did we? 

General Gavin. Generally speaking, that is correct. 

Senator Symrneron. As a matter of fact, that particular battle, 
leaving aside some troubles we had in our Civil War, was the greatest 
defeat we ever sustained; was it not? 

General Gavin. It was by far one of our most serious. No one to 
my knowledge has analyzed the Korean affair in a technical way, and 
I am expecting someone to write about it at any time. 

Senator Symrneton. Did you not write a paper at one time and 
say that in your opinion that was the worst defeat any American 
Army ever sustained? 

General Gavin. I believe I used those words. 

Senator Symineron. I am glad that is on the record. I am no 
military person, and I was just taking your own words that it was the 
greatest defeat we had ever sustained. 


REASON FOR KOREAN DEFEAT 


Now, let me ask you this question: The reason we sustained that 
defeat was because the army had no eyes, no modern cavalry. Is that 
right? 

General Gavin. That is correct. 

Senator Symineron. And what you are showing us today is what, 
in effect, might be called modern cavalry? 

General Gavin. This is true. This is the real area of innovation 
vis-a-vis the U.S. S. R., we are about where the Germans were com- 
pared to the French in the early 1930’s. We have a technology in 
front of us that, if we can exploit it, can give us mobility differential 
which will be tremendous. 

Senator Symineton. So if we do not go ahead and build this kind 
of equipment, and the possible enemy does build this kind of equip- 
ment, our position will be almost hopeless if we ever get into a war. 

General Gavin. We will be worse than second-class soldiers in that 
case. 

MOVEMENT OF TANKS BY AIR 


Senator SyMINGTON. You showed this new modern light tank, 
Could you move that in a C-124? 

General Gavin. Yes, sir, that will go in a C-124 with crew and 
quite a bit of fuel and ammunition. It is very light. 

Senator ELLENDER. General, that goes back to the proposition I 
mentioned previously. During the Korean war we had complete 
control of the air. Certainly your Air Force could see what was 
going on below. However, in my opinion our defeat was due to the 
fact that our forces were so thinly spread. The vast number of 
Chinese with shotguns, machineguns, and mortars, could again ac- 
complish what they had even if you did have this new type of equip- 
ment. Atomic weapons would be the only deterrent to stop such a 
horde. Do you agree? 

General Gavin. No, sir, I do not. This equipment would have 
helped. 

Senator ELtenpER. Do you believe that General MacArthur would 
have gone forward as he did? Do you believe that you could have 
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found out, with these new instruments, that the Chinese would join 
the North Koreans? 

General Gavin. Beyond any question of doubt. 

Senator ELLENDER. You would have? 

General Gavin. Absolutely. 

Senator ELLENDER. How could that have been done? 

General Gavin. By surveillance on the ground as to where they 
were, by the great mobility, a hundred times what they had. We had 
nothing like this, sir. 

Senator ELLENDER. Do you think that would have acted as a 
deterrent to keep MacArthur from going forward as he did? 

General Gavin. Well, I do not know why he went forward. 

Senator ELLENDER. You do not know? Well, the defeat of the 
Americans in that battle is what makes the Chinese Reds so arrogant 
today. They have tasted American blood. That is why we are 
having so much trouble, in my humble opinion, at the moment. 
They think they can repeat. It has been the greatest piece of propa- 
ganda ever presented to them. 

Well, we are not going to discuss the war any more. But is there 
anything else you desire to add to this subject? 

General Gavin. Yes, sir, I would like to say a word more on that 
if I may. 

I think that the American people by 1950 were accepting a philos- 
ophy of war for which there was no basis in fact. I go back to 1921, 
when a book was written by Gulio Douhet, Command of the Air, 
in which it was stated that nothing that has happened in the history 
of warfare can affect aerial action 

We believed that the man who controls the skies controls the land 
areas. And we have supported that idea right through World War IT, 
with increasing losses to the airmen who fly over land, and very heavy 
losses to the men who fought against them. And we went into Korea 
convinced that the Air Force would stop the North Koreans. And I 
was one of those who subscribed to that theory, although I certainly 
had reservations, as I had written up to that time. 

Well, to survive in the air one had to develop aircraft of such 
unique performance characteristics that they were relatively ineffec- 
tive in many cases against men who moved on land. 

Senator ELLENDER. That was due largely to the terrain, was it not? 
In Korea there were little mountains that are probably four or five 
hundred feet high, with a base of perhaps 1,000 yards. 

General Gavin. That is where we fight—wherever we must go. 

Senator ELLENpDER. They could easily hide. It is pretty difficult 
to get results with bombing in terrain of this nature. 

General Gavin. In that environment vehicles of this sort will 
operate and operate very effectively. 

Senator ELuenpeErR. Well, General, you do not need to convince 
me. I had a debate with Seversky at White Sulphur Springs, 10 
years ago. I took the very position you are supporting now, and 
that is you cahnot win a war without ground forces. He took the 
position that airpower alone could do the job. 

General Gavin. May I add one byproduct to that Korean experi- 
ence? We are convinced, in the Army, that the missile is not at all 
the enemy of the airplane. In fact, it is the friend of the airplane. 
It implies the need for airpower of completely different character. 
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With that in Korea, we should have been able to move forces rapidly 
into the area to do the job. We lacked transport, but had an abun- 
dance of fighter bombers. 

Senator Symincton. The chairman develops these points. They 
intrigue me; and I would like the record to be complete for my own 
knowledge. 

Is what you are saying that in Korea we did not have the proper 
type and character of airpower, not only the airpower of the Air 
Force or Navy, but also we were lacking in the modern airpower that 
is essential for the proper operation of a modern army; is that correct? 

General Gavin. I would say that is correct, yes. 

Senator Syminecron. I am glad that the chairman 10 years ago 
took the sound and wise position that we will always need an army. 
All wars in the history of the world have been finally won by ground 
soldiers with a knife, whether or not you put it on a gun and called it 
a bayonet. As long as we may have that character of operation, we 
need a modern army. What you are presenting to us this morning, 
as I see it, is the importance of having an army that is modern with 
its own airpower, modern with its own weapons, so that if we are 
forced to defend ourselves, or our own allies, and we have a bucket of 
commitments along those lines, we will have what is necessary. 

Senator ELLENDER. You may proceed, gentlemen. 

General Gavin. We were talking about the adaptation of that 
platform to an aerial jeep. 


FLYING PLATFORMS CARRYING ROCKETS 


This shows four ducted propellers of the flving platform type 
combined into a reconnaissance vehicle that carries rockets aboard. 
This is an extension of that one I showed you a moment ago, the 
aerial jeep, which we have had proposals from some 26 firms, and we 
are settling on about 3 of them. We have yet to hand this new con- 
cept for a flying platform out to industry, but many of the aerial jeep 
proposals that we have received explore this area. 

Senator ELLenper. Is this in research? 

General Gavin. This is in research. 

Senator ELtenpeR. How will that be moved? How will it be 
propelled? 

General Gavin. Those fans tilt. 

Senator ELLENpDER. Can it be moved by truck? 

General Gavin. Yes, sir, it can be moved by truck and rise vertically 
off the truck. 

I would like to go to firepower now. 


UNOBLIGATED CARRYOVERS 


Senator Symineton. We have had a lot of talk about unobligated 
carryovers, General Moore. Would you produce this afternoon the 
amount of unobligated carryovers we have in total, the amount we 
have in each service, and the percentage of those in dollars; also the 
amount for each service that is being held in either the Department 
of Defense or the Bureau of the Budget; and also what may be carried 
over into-1958? Is that clear to you, sir? 

General Moore. I think itis. I will have the reporter read it back 
while you go to the floor. 
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Senator SyMINGTON. What we want to know is how much unobli- 
gated carryover there is in the Army that is held in the Department 
of Defense and the Bureau of the Budget. We want that segregated. 
We want to know what the Department of Defense itself is holding, 
and what the Bureau of the Budget is holding beyond the Department 
of Defense. Now are we clear? 

General Moors. How soon, Senator? 

Senator Symineton. We would like to have it this afternoon. 

(Short recess. ) 

(The information requested appears on p. 1359.) 


FIRE POWER 


Senator ELLENDER. The committee will please come to order. 

All right, General. Suppose we proceed with the subject we started 
with, research and development. 

General Gavin. We have been through mobility, as you recall, as 
to the land vehicles and air vehicles. And we will talk about fire- 
power now, which is very comparable to mobility. 

We spoke of the increasing ranges that put us into the missile busi- 
ness ina large way. And the missiles will give us the range we need. 

I have some pictures of missiles here. This first is a picture of an 
antitank weapon that is being supported by the current research and 
development budget and for which funds are being asked in fiscal 1958. 

It has a very powerful warhead, is less than 100 pounds in weight, 
and we consider it about the western world’s best antitank weapon 
today. 

This, incidentally, is the helicopter referred to earlier, as the one 
that can carry a good-sized load. 


“ ” 
LITTLE JOHN MISSILE 


Here you see it unloading a missile, a “Little John.” 

The Little John is our newest highly mobile missile that will give 
us true global mobility in the atomic support command. It is very 
fast on take off and very active. It will be a divisional weapon. 

Senator Syminaron. Just what do you mean by “divisional 
weapon’’? 

General Gavin. It will be a weapon that will be used up forward 
in the divisional area. Its ranges are such that that is where it will 
be used. 

Specifically, 1 am talking about something like 10 to 15 miles, in 
that area. 

The most significant thing about the Little John is that it gives us 
an instrument of applied power that is highly portable. That is a 
very small device. 

Senator Symineton. I saw one fired the other day. It is tremen- 
dously impressive. 

Senator ELLenper. Is the missile that destroyed that tank in 
production? 

General Gavin. We have sufficient production to do development 
of it, sir. 

Senator ELLENDER. What distance was involved in the demon- 
stration? 
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General Gavin. That was 2,000 yards. We will be in production 
on that in quantity in about another 2 years. 


DART MISSILE 


Senator Symineton. Is that the Dart? 

General Gavin. That is the Dart. 

Senator ELLeNpDER. Do you need any special platform from which 
to fire it? 

General Gavin. No, sir. It can be fired off a stand on the ground, 
off a carrier, an armored personnel carrier, and I would like to see it 
fired off one of these flying platforms. 

Senator Symineron. That is a guided missile, is it not? 

General Gavin. Yes, sir. 

Senator Symincron. Completely guided? 

General Gavin. Completely guided. 

Senator ELLEeNnpER. Is its range a secret? 

General Gavin. This shot was 2,000 yards, and it is effective against 
normal tank ranges at their best. You do not get many tanks even 
in North Africa much greater than that. 

This is the LaCrosse and is noted for its accuracy. Originally this 
started in development following the Korean affair as a bunker buster. 
Here it is being fired against a bunker at White Sands in a test of its 
warhead and fusing and accuracy. 

The LaCrosse is now standardized and will be coming into the 
inventory shortly. 

Again, with high explosive warheads, it is very effective against 
bunkers and the like. 


REDSTONE BALLISTIC MISSILE 


This is the Redstone, which is at the present time the Western 
World’s longest range operational ballistic missile. It carries liquid 
oxygen in its lower portion, and that is frost you see falling away from 
it on take off. Hydrogen peroxide is also aboard it. It is about six 
stories high, about six or so feet wide. 

Senator ELLENDER. What is its range? 

General Gavin. A couple of hundred miles. 

Senator Smitru. I had the privilege of visiting Redstone with Sena- 
tor Bridges recently. We came back impressed and with great 
admiration for what you people are doing down there. 

General Gavin. We have a fine team there. 

Senator Smitu. You certainly do. 

Their sincerity, efficiency and accomplishments are beyond concep- 
tion. 

General Gavin. I think the Western World is fortunate in having 
such a dedicated team. 

Senator ELLENDER. How much of this work of development has 
been done by our own Army people who are dedicated to that, who 
work at nothing but that? 

General Gavin. The Redstone was developed by the Army team, 
and production will go to industry. 

Senator ELLENDER. But how much of this development and 
research is actually farmed out in the missile field? I understand the 
production is usually handled by private enterprise. 
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General Gavin. Yes, sir. We have reached the point in the 
missile business now that research in the smaller missiles is almost 
entirely done outside. The Dart is being done outside. The La- 
Crosse was done outside. In the larger missiles, such as Redstone, 
we are doing our own basic research. 

Senator Ricans Do you not think it would be advisable to 
have our own team do the research? 

General Gavin. Yes, sir. This was a very interesting point of 
view. Actually, the policy is to do a maximum amount of outside 
development and ic a 

Senator ELtenper. I am talking about research. 


RESEARCH IN INDUSTRY 


General Gavin. I would like to see a maximum amount of research 
outside of the Army, sir, in industry. 

Senator ELLeENpDER. You would? 

General Gavin. Yes, sir, I would. I think that an intimate 
association between Army and the industry is a very happy union 
and bodes well for our future. 

Senator ELttenper. To what extent does the Army take ideas, 
from some of these inventors, and spend money just simply for 
experimentation purposes? You know what I am talking about. 
You have many people who say, “This will work.’”’ And you proceed 
to spend money, and then find out it is a dud. 

General Gavin. I must say I have letters from people all the time 
on that. We refer these to people in our own technical laboratories, 
and frequently we refer them to the National Inventors Council. 
We refer them to our own technical laboratories, where scientists may 
call in the inventor and talk it over with him, and I think we maintain 
very close association with science in the world of ideas. We have a 
very fine scientific advisory panel working with us. 


DECISIONS ON DEVELOPMENT OF IDEAS 


Senator ELLENDER. Who makes the determination as to whether 
or not a certain idea offered by an inventor should be developed? 
Does that go before a board? Do you look into it thoroughly before 
money is expended? 

General Gavin. We do, indeed. The way it works: If we come in 
with a new idea, I send it to the laboratories, who do this sort of work. 
They will come up with a small group of scientists, civilian and military 
technicians, and make the presentation to me on what this thing looks 
like and what its potential is. Very often it is a matter of money. 
They say, “Well, this is a pretty good idea, but it is going to take 
5 years, and it will take a certain amount of money.” We must relate 
that to possible applications of the same idea. And I must make the 
decision in the name of the Chief of Staff and the Secretary as to the 
idea and as to whether we have money to put into that or not. 

We get some pretty good ideas from that. 

Senator ELLENDER. You also have had to develop certain inven- 
tions for others which did not turn out so well. 

General Gavin. Well, in medicine and such things as that, we have 
done tremendous work for the civilian community. 
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SURFACE TO AIR MISSILES 


I would now like to go into the surface-to-air missiles. These are, 
perhaps, the most significant, because all I have said so far only works 
if we have control of the land. 

Senator ELLENpDER. Proceed. 

General Gavin. This concluding few moments is devoted to surface- 
to-air missiles, all of it unclassified, and, as a matter of fact, this has 
not been shown publicly before, this film. I think you will find it 
quite interesting, sir. 

Senator ELLENDER. With newspaper people here, it is all right? 

General Gavin. Perfectly all right. The first film is of the Nike 
Ajax, and that is the Nike that is on site. We are reaching a point of 
proficiency where we have difficulty getting targets, because it per- 
forms at very high altitude and at very high speed. Here we have a 
picture of a guided missile being given the guidance that will give it 
the most violent performance. There is a picture of a Nike colliding 
with a Matador in flight and shooting it down. 

Here is a Matador making a very tight turn and getting into a 
vertical climb. It was programed to make the most violent maneuver 
it could to avoid the Nike in this situation. The collision occurs in the 
tail sections, and the Nike rams on through it. Of course, you do not 
need a physical collision, but it is more dramatic, certainly, in this 
instance. 

Senator ELLENpDER. The Nike is making the attack? 

General Gavin. Yes, and now violently maneuvering to avoid the 
missile. This has been hit in the tail and will break up. This was 
done with long-range cameras at White Sands. I won’t spend any 
more time on the Ajax. 

HERCULES MISSILE 


1 would like to talk about the Hercules. This is a nuclear warhead 
carrier. This 's the warhead portion of the Hercules. It has sig- 
nificantly greater range and altitude than the Nike now on site. 
This is a piston-engine aircraft. There is a physical collision again. 
And you will see the warhead come slowly across to the point of 
collision. There are also pictures of it shooting down other types of 
aircraft. 

Senator Symrneron. What type of airplane is that? 

General Gavin. That is a B-17. We have destroyed F-80’s with 
this, and the problem is to get drone aircraft. 

Senator ELttenper. All those are shot from the ground? 

General Gavin. Oh, yes; from the ground. Here, again, is the 
Hercules about to take off. You will notice another Hercules right 
next to it. You have environmental problems, safety problems, and 
so on. And so we matched them up in pairs. 

Here is an F-80 drone. It is one of the fastest drones we could 
get our hands on. 

HAWK MISSILE 


We are reaching the point now where missiles give us our best 
targets. This is the Hawk. It actually acts like a bird of prey. It 
achieves altitude and plunges in on its target. It can engage targets 
at very low altitudes. This was the first time it was allowed to en- 
gage a live target. And it achieved a physical collision. It has a 





rere 





eee 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 891 


unique homing system, needless to say. But the most unique aspect 
of the Hawk is its low-altitude capability. It is designed primarily 
to engage targets at very low altitudes. 

Here it engages a very small target, a small Q-2 drone, that is, in 
fact, smaller in cross section than a missile would be. It singed the 
wing, made a 2-inch dent, and, in fact, in a subsequent film the para- 
chute in the drone triggered, and it comes on back to earth. In this 
particular shot, it went off at very low altitude to engage a target not 
far above the ground at a great distance. Again, it was the first time 
we were able to get a drone, a jet drone, at such low altitudes. Getting 
the drone down close enough to the ground to give you a test of the 
system has now become a real problem. 

" Senator ELLeNpDsER. Is it a secret as to how this missile is attracted 
to the target? 

General Gavin. Yes, sir; the technical details of it are. I would 
say the missile sees what it is going after, and it stays after it. You 
cannot avoid it, because it has much more maneuvering capability 
than a manned aircraft has or that many missiles have. It can differ- 
entiate between the moving object and anything in the background. 
As a consequence, like a bird of prey, it can dive toward the ground 
and go after what it seeks. 

Senator ELLenpmR. Can it select its target? 

General Gavin. Yes, sir; it can. 

So the purpose of this was to give emphasis finally to the inde- 
pendence of operation on land that we seek to achieve, and within 
that environment use these other weapon systems we are having pre- 
sented to you. 

This concludes the unclassified portion of the presentation, sir. 

Senator ELLeENpDER. Thank you very much, General. 

Are you aware of whether or not the Russians have anything like 
this? 

General Gavin. Well, they have a very fine family of missiles, and 
I would not be in a position to say whether or not they have a dupli- 
cate of the Hawk performance. I believe in closed session we might 
discuss that at some greater length. They have a good surface-to-air 
missile, however. 

Senator ELLENDER. Senator Smith? 


RESPONSIBILITY FOR MISSILE PROGRAM 


Senator Smitu. I have just one question. 

General, I have never been clear about the assignment of mission 
in the missile program. Is there any reason why the Army should 
not have jurisdiction over at least the ground-to-ground missile? 

General Gavin. Well, there certainly is now, Senator, in that the 
Department of Defense has decided that the operational responsibility 
will be that of the Air Force. ; 

Senator Smirn. Have they given the reasons for it, other than 
making a decision? 

General Gavin. I am not quite sure of the basis for the decision. 
We all have a lot of work to do, and I presume they felt it was the 
best thing to do, to leave it this way. We are concerned about the 
gap between 200 and 1,500, and we have authorized feasibility studies 
in that area. 
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And as you noted from the depth of the area in that slide, we feel 
the need for something greater than 200 miles. But we have no 
quarrel with the 1,500-mile decision. We have a lot of work to do, 
and we are trying to help everybody in the missile development 
program. 

Senator SmirH. Mr. Chairman, before these hearings are closed, if 
we do not have a statement from this witness, I think we should have 
a statement fr.m the Secretary of Defense giving us the full story on 
the authority and the responsibility for the missile program and the 
reasons back of the decision that they announced. 

Senator ELLENDER. Senator Smith, it is my idea to have a closed 
session, and there obtain more information from our entire Defense 
Establishment. 

Senator Smiru. I will be very glad to have all the information in a 
closed session, but I would think it should be on the record, so that the 
people of the country can be better informed and can better under- 
stand the feeling that there is as to the total program. If I feel as I 
do, I am sure that the public has something of the same feeling. And 
I am sure General Gavin could give us more perhaps than he has given 
us, in closed session, and I would like his statement on it at that time. 

Senator ELLENDER. Senator Symington, do you have any questions? 


EFFECTIVENESS OF NIKE BATTERIES 


Senator Symrncton. Yes, sir; I have some. 

I want to first ask about antiaircraft, and then missile, and then 
airlift. 

We had raids over Berlin of a thousand planes. We had raids over 
Tokyo of hundreds of planes. Take the average Nike installation 
for the average city. Take Washington, if you want, and the battery 
concept. How many planes could you knock down coming in? Ifa 
thousand planes attacked Washington, how many planes could your 
Nike batteries knock down, on an optimum basis? 

General Gavin. There must be more assumptions made, sir, as to 
the direction of the attack, because they might well overfly other 
defenses on the way in. 

Senator Symineton. Well, I am assuming that the enemy could get 
their planes over Washington, like we got planes over Berlin. 

General Gavin. Washington is in the midst of a highly organized 
complex involving Pittsburgh, New York, Philadelphia, Norfolk, and 
the like of that. I do not think Berlin was in quite that situation. 

Let me say this: I would assume, sir, that you could select a finite 
number to give to me, and my answer would have to be: A number 
would get through. This is a “possible.” But if you want to get 
the answer on a specific number, we would have to know what they 
would overfly. It is difficult to conceive an effort of the magnitude 
of that, alone, striking Washington today. One thousand planes 
attempting to destroy Washington seems rather a far fetched assump- 
tion. 

Senator Symineron. It seemed that way to Hitler and Goering at 
one point, but we did it. 


I do not think it is fair to include Pittsburgh, because of the range 
of the Nike. 
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But my point is: If you take the premise that in the hydrogen age, 
some planes are bound to get through, does that not negate the very 
heavy investment that is involved in Nike? 


100 PERCENT EFFECTIVENESS IN DEFENSE 


General Gavin. No, sir. We do not think so at all. We do not 
make the assumption that anything will get through. We are after 
100 percent effectiveness in defense. And with the nuclear Hercules, 
and the Talos, not brought in here, and the Hawk system, in a mixed 
complex, very little, if anything, is acing Fe get through. 

Senator SymrneTon. I do not agree. Everthing I have to say about 

the Nike includes the Talos. It is not a service situation. But there 
never was a raid in World War II turned back by enemy action. There 
were some that were turned back by weather. We are flying a bomber 
this year twice the speed of any other bomber we have ever flown before. 
Then you enter the missile field. You, yourself, were expressing satis- 
faction, and I agree with your satisfaction, about the Redstone. I 
also see you say you fired the Jupiter several times successfully, in 
your prepared statement. 
* I do not see, myself, why so much of the Army’s budget is in anti- 
aircraft. I may be wrong on that, but it worries me, because I do 
not see how you could possibly defend our cities on a hundred percent 
basis. 

In the battle of Britain the British never got more than 7 percent. 
I do not think even in such raid as Ploesti, we lost more than 20 percent. 

If you do not get 100 percent, you may well still lose your city. 
You will certainly lose it if you only get 90 percent. 

Those are my thoughts. 

Would you care to comment? 

General Gavin. I do not know that I could add significantly to 
what you have said. 

First you said that no raid was ever turned back. It is true that 
a lot did not go back to the same place again, because of the losses 
they sustained. 

Now, we feel that while the point of view you express is a logical 
extrapolation of the Douhet theory we think that, though this had 
validity in the 1920’s, now in the missile area quite the contrary is 
true. The time is not very far away when an attack with 2,000 
planes will not have very many going back, with missile defense. 

Senator SymineTon. Please do not identify me with the Douhet 
theory. I never had any part of it. You are arguing against yourself, 
because your antiballistics ballistic-missile concept is to go out and 
get the attackers before they can get close to our cities. My criticism 
is almost as much against the short-range fighter as it is against 
short-range ground-to-air missiles. 

I think the short-range fighter will die, because I believe you 
have got to go out and get them farther away, if you are going to 
get them at all. 

But I will study what you have said, and maybe I will change 
my opinion. 

Now, on the missile picture, what the Army is really doing is 
developing the best missile possible through the single stage. That 
includes the Jupiter range, does it not? 
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General Gavin. We are not married to the single stage technically, 
for any particular reason. 

Senator Symincron. It does not make any difference who gets the 
best missile. The important thing is to get the best missile. 

General Gavin. Absolutely. 

Senator Syminetron. And from the standpoint of the Army, what 
would improve their operational capacity would be to be allowed the 
mission, regardless of which will be the best missile. 

General Gavin. We feel we are given a mission and our position 
has been, and we have been writing it in these words for a couple of 
years, that we will enthusiastic ally help any other service with any 
missile program. 

Senator Symincron. But the missile is the important thing. First 
get the missile; then the important thing is: Who gets the mission? 
Is that right? 

General Gavin. Sir, we would reverse that. We say that the mis- 
sion of controlling land areas is our mission, and we want the resource 
that will enable us to do that. 

Senator Symineton. And so when you are limited to 200 miles, if 
you can get a good missile at 240 miles, it seems sort of silly, does it 
not, to limit it to 200 miles? 

General Gavin. Well, of course, in time, there might be many 
reasons it would be well to go beyond 200 miles. 

Senator Symrneron. You are telling us what you think without 
being under oath. 

General Gavin. Certainly, sir, I always have. 

Senator Symineron. I admire and respect you for it. You always 
have. If it is 240 or 260 miles, it seems sort of silly to limit it to 200 
miles. 

General Gavin. Unless the Soviets have the same rulebook. 

Senator Symineton. Are we going to operate our Army on the 
basis of a rulebook? 

General Gavin. But I believe that Mr. Robertson, testifying before 
the House committee, said that in his opinion ‘we have a requirement 
for a missile beyond 200 miles. 

Senator Symineton. I am trying to work this out from the stand- 
point of the taxpayer. That is why I believe in more uni‘ication. 
Mr. Wilson said yesterday that if we had more uni‘ication it would 
be a concentration of stupidity. That is a refreshingly modest re- 
mark, but I nevertheless cannot follow it to its logical conclusion. 

In any case, do you not agree that before we set sharp lines of 
demarkation as to what the mission of the Army is, based on what 
the Army is doing, we ought to realize that the problem of the Army 
may well be a problem of more than 200 miles? 

General Gavin. We feel that it is. 


ARBITRARY LIMITATION OF MILEAGE 


Senator Symineton. Then in effect you do not agree with this 
arbitrary establishment of mileage limitation? 

General Gavin. Sir, there are many decisions made in the Depart- 
ment of Defense for good reasons that are beyond my competence in 
the Department of the Army. 

Senator Syminaton. I understand you are not the Secretary of 
Defense, and am only asking for your personal opinion, as one of our 
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most experienced battle leaders, as to whether you think there should 
be an arbitrary limitation of mileage. I do not think there should be, 
up to 1,500 miles. Do you agree with me that there should not be a 
limitation. 

General Gavin. Well, the decision was made for good reason in the 
Department of Defense. In a way I can understand why the decision 
had to be made. 

Senator Syminetron. Tell me why it had to be made. I would like 
to know. 

General Gavin. Well, it was made for this reason, I presume: We 
have a 200-mile missile. The document of November 26 is really a 
good intelligence document. We had a program of 1,500 miles, 
Someone had to resolve this thing right there. 

General Symineton. Why? 

General Gavin. Because there appeared to be possibilities of dupli- 
cation that could be avoided by saying ‘‘This is the way this service 
is going to take it, and you will concentrate in this area.” 

However, it happens that the Army has a very fine competent 
development team, as it has demonstrated by the Jupiter missile 
since that decision was made. But the decision was made, I think, 
to avoid unnecessary haggling between the services. It stipulated in 
that paper that in the event of hostilities any service may use whatever 
is made available to it, or some such stipulation as that, and it also 
stipulated that feasibility studies beyond 200 miles in that unknown 
area could be made by the Department of the Army. 

Well, I can see why Mr. Wilson may have made such a decision. 


FUNDS FOR DEVELOPMENT OF JUPITER 

Senator Symineron. When you say “feasibility studies,” are you 
satisfied with the fact that you have no money in this budget to 
pursue the Jupiter? 

General Gavin. I am satisfied in that Mr. Wilson has assured us 
that the money will be given to us from the emergency fund. 

Senator Symineton. To go ahead fully with the Jupiter? 

General Gavin. To the point of a technological evaluation with 
the Thor. 

Senator Symineron. We get as bewildered up here as the public 
does about some of this missile programing and reprograming. 

Are you satisfied with the fact that if you developed the Jupiter, 
based on the mission decision, it will be taken away from the Army? 

General Gavin. It would be difficult to be satisfied with that, Mr. 
Symington. 

Senator Symrneron. I am not asking from the standpoint of desire 
for position or authority. You have demonstrated to the American 
people your concept of what is best for United States security. Do 
you believe that it is to the best interests of the security of the United 
States that the Army be limited to 200 miles in its missile operation? 

General Gavin. I think we have an interest beyond 200 miles. 

Senator Symineron. Well, how far do you want to go? 

General Gavin. It is quite difficult to say. It depends on the state 
of technology and what you can get for a dollar spent. That is still 
highly mobile, and a useful load, and that would apply to where we 
have missions to carry out. 
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Senator Symineron. I am one who does not believe that the pay 
system in the Army is right. It was established in 1912. I do not 
think many things established in 1912 are right in 1957. 

The Navy has a strategic mission. They have put many billion 
dollars of the taxpayers’ money into it, with the conviction that it is 
important for them to destroy submarines at their source. 

That means destroying the pens that submarines come out of and 
destroying the plants that submarines are built in. That is justifica- 
tion for the strategic capacity of the supercarrier. I do not argue with 
it. 

But, why is it not important for the Army, with a ground-to-ground 
missile, to have the capacity for destroying plants that make tanks 
and other equipment at their source, or that make missiles which are 
going to attack the airplane in the field at their source? Why is not 
that part of your mission? 

General Gavin. Well, there are a number of reasons why. I think 
that those of us in the Army generally feel that our one object in life 
is to destroy the military force that threatens our survival. I am 
speaking of military forces entirely. 

These may require considerable ranges beyond 200 miles. For 
example, with the disappearance of tactical air support as we knew it 
in Korea—and it is on the way out now, as agreed among all services— 
where one had to engage across bands of water such as the Mediter- 
ranean and various areas, you would certainly need the support of an 
Army commander in a decisive operation involving 200 miles. If 
we wanted to destroy the land forces of any aggressor and all of his 
facilities and really do that job, we would feel that that was our No. 1 
mission. 

I do not think we are too concerned with finding tank factories and 
similar industries that may be part of an urban area. 

Senator Symrncton. Do you feel you w ould have any justification 
to destroy something 1 in the way of enemy’s forces 1,500 miles away 
from your forces? 

General Gavin. In some cases it would appear to be so. 

Senator Symineton. I mentioned the 1912 pay plan. We also 
have the 1948 Key West agreements. That agreement has been 
little modified, regardless of what people may be saying. To me, 
with the tremendous development in weapons since 1948, especially 
the hydrogen bomb and the long-range missiles, it is incredible that 
what was right in 1948 from the standpoint of the taxpayer, is still 
right. But that, in effect, is what we are doing. We are now oper- 
ating on the basis of a 10- year-old plan, which, ‘if it is right today, is 
just ‘about the only thing right today that was right 10 years ago, from 
a military standpoint 

Since that time, we have been through the Korean war, we have 
a lot more knowledge, and are in supersonic planes and supersonic 
missiles. 

And yet there has been, in effect, no change in mission assignment, 
no effort to take advantage of these developments for the taxpayer 
by pulling the services closer together. 

I am always regretful to read that there is no desire on the part of 
people to have any further unification whatever. Where one believes 
in some more unification, it does not mean one necessarily wants a 
single suit, any more than if a person takes a sleeping pill he is recom- 
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mending narcotic addiction. The fact one believes in more unifica- 
tion does not mean he wants to change the whole structure of the 


Armed Forces. 
ARMY POSITION ON AIRLIFT 


Now some questions about airlift. We have had some previous 
Army witnesses, and in my opinion their testimony on airlift was 
unsatisfactory. It is here before me. I do not yet understand the 
Army’s position on airlift. 

You talk a lot about mobility, and you have mentioned problems 
in Korea. We have also talked ‘about our world commitments. 

I believe you showed what would have been the advantages of 
adequate airlift in Korea, and also in the Suez. 


CONCEPT OF MODERN AMERICAN ARMY 


Is your concept of a modern American army, an army that can go 
anywhere in the world and fight; and be supported from the United 
States? 

General Gavin. That “from the United States” is the only thing 
that bothered me in your statement. I would agree with it entirely; 
yes, sir. Let us put it this way, sir: We believe that freedom begins 
right on the periphery where the man stands on the ground, inspiring 
confidence in the free communities around the world. Therefore, 
we want to maintain the frontiers of freedom right there. We want to 
deal with peripheral actions when they occur. This means mobility. 

Senator SyMineTon. It is a well-known fact that we have two 
ground armies. We have the Army itself, and we have the Marines. 
The Marines have expressed satisfaction with airlift as it is with them 
today, which is sea lift, plus mostly helicopters. They are in effect, 
as I understood it from the testimony of General Pate, satisfied to be 
an extension of fleet operation. 

Do you consider yourself an extension of the Air Force operation? 

General Gavin. Quite the contrary; no, sir. 

Senator Symineton. I did not so understand it. 

Do you feel that the Army has to be able to move by air? 

General Gavin. Reinforced by air, and move a major portion of it, 
to meet a situation, by air. 


IMPORTANCE OF AIRLIFT IN MIDDLE EAST 


Senator SyMINGTON. We have now in effect thrown three democra- 
cies, our allies, out of the Middle East; and as a result of this action, 
we now have a new doctrine, which in effect says the United States is 
taking over responsibilities in the Middle East beyond those we had 
before, comparable to the ones we already have in Korea and Ger- 
many. Now, do we not need airlift, adequate airlift, to handle those 
responsibilities? 

General Gavin. Sure; absolutely. 


STRATEGIC AIRLIFT 


Senator Syminecron. As I understand it, we have three types of 
tactical airlift planes. But] am not talking about tactical airlift now, 
because we would not want to have our Army frustrated in its reaction 
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to crises, if, for example, we lost the Azores and Iceland. Therefore 
I{want to talk about strategic airlift. 

As to strategic planes, we have the C-124, and we have also in 
development the C-133; is that correct? 

General Gavin. Correct. 

Senator Syminaton. And we also once had in development the 
C-132. 

General Gavin. That is right. 

Senator Symineron. In which we invested some $90 million plus 
before we decided to throw it up. 

Many people that I know, including possibly the foremost authority 
on airlift from the standpoint of experience—I am talking about com- 
mercial airlift now as well as military airlift—think it was a great 
mistake we canceled the C-132. Many people would feel it would 
be a great mistake to cancel development of our latest and best type 
bomber if we believe in strategic air attack as a deterrent to war— 
which all of us do. 

However, when the then Secretary of the Air Force appeared before 
the Armed Services Committee, he defended the cancellation of the 
C-132 on the grounds the Air Force was going to push the C—133, the 
latter an improvement on the C-124. Then it developed there was 
not 1 cent in the fiscal year 1958 Air Force budget to build even 1 
C-133—to me that seems wrong. 

It is wrong in theory, because the premise for canceling the C—132 
falls down if that is a statement of fact. 

Do you not believe that we should continue to develop, to the best 
of our ability, our airlift, just as we continue to develop, to the best 
of our ability, our combat planes? 

General Gavin. Absolutely; no question about it. 

Senator Symineron. We are worried about the size of the budget. 


DECREASE IN DEFENSE EXPENDITURES 


Senator Symineton. I think the people ought to know that we 
plan to spend next year less money in percentage of our gross national 
product for national defense than we are spending this year. 
yi And we are spending less money this year in percentage of our 
gross national product than we spent last year. And we spent last 
year a less percentage of our gross national product than we did the 
year previously; so for 4 years we have spent less of our wealth for 
our security than we did the previous year. So I cannot get too 
worried about people who assert that through our defense spending 
we are destroying our system. 

Therefore, I believe than whatever is necessary for us to spend to 
have our small but modern Army, as we have a modern Navy and a 
modern Air Force, we can afford. History proves that when we think 
we cannot afford it, ultimately we take it on the chin, not only to a 
far greater extent in money expenditure, but also in blood. 


NECESSITY FOR PROGRAM OF MODERN AIRLIFT 


Do you feel that we can have a modern Army unless we have at the 
same time 4 program of modern airlift? 

General Gavin. You must have both. They are quite comple- 
mentary. 
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Senator SymMinGTON. When you say both, you mean the capacity to 
lift and support properly overseas troops, troops that go there to fight 
if necessary to support our commitments; is that true? 

General Gavin. True. 

Senator SyMINGTON. Well now, we have no further development of 
airlift on the part of the supplier, the Air Force, to the customer, the 
Army. Would you want to comment on that? 

General Gavin. Well, I am not too close to the specific types, but 
the 132 I understand was canceled. 

Senator Symmneton. Right. And then the 133, which is the only 
other airlift plane that is planned—there is no-money for either of 
them in the fiscal year 1958 budget. 

General Gavin. Well, I must say it is a disturbing thing to me— 
sometimes I am afraid I sound like an old cracked record on this thing, 
but my experience has been an embittering one. 

Senator Symineton. What experience? 

General Gavin. I have spent a lot of time moving forces by air, 

Senator Symineton. Where? 


AIRLIFT OPERATION IN SICILY 


General Gavin. Well, first of all, I commanded the operation going 
into Sicily. We took in 3,000 paratroopers to engage anything we 
met, and it wasalot. And we left a lot of them buried there. I wish 
we had a lot better airlift and could have done it quicker and more 
decisively with less battle casualties. 

Senator Symineron. And even if we could not have afforded it, be- 
cause of fiscal problems, it still might have been a good idea to do it. 

General Gavin. Certainly, at that time. But we were very late. 

Donald Douglas, Sr., I think, was pushing things in those days, and 
we were very late getting adequate airlift. 

Senator Syminetron. Where was the next big drop? 


AFFAIR AT ARNHEM-NIJMEGEN 


General Gavin. In my personal experience one of the roughest ones 
was the affair at Arnhem-Nijmegen that could have ended the war, in 
the fall of 1944. Part of my division could not get there for 3 days 
because of inadequate airlift. We had to wait there for 3 days until 
the weather was good, because the same lift had to come back and 
bring in more. 

Senator SyMINGTON. Did you not have some others? 

General Gavin. One in Salerno, and one in Normandy, as a matter 
of fact. We put all we had into ‘Salerno, and it tipped the scales in 
our favor. This is just what did it. 

I think this is a matter of record. 


AIRLIFT IN NORMANDY 


Senator Symineron. And on the Normandy invasion? 

General Gavin. We put three divisions into Normandy. And it 
is interesting that 2 years before that it was demonstrated to us we 
would never need airlift on that scale and never could use it. Yet 
when it came time to go into Normandy, General Bradley and I had 
talked it over, and he told me he would not go in without the airborne 
assault as part of the effort. 
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We were ready to set back D-day either way to get the airlift. 

Senator Symineron. And you did it, and got the job done. 

General Gavin. We had three divisions, and that was very helpful 
to us indeed. 

Senator Symineton. And finally, the Arnhem lift? 

General Gavin. It is probably too close to the events to post 
mortem it as to why we did not end the war at the end of 1944. We 
could not exploit what we had I think for lack of airlift. Patton 
could have used it on the south. All the airlift went in in the north, 


LACK OF AIRLIFT IN KOREA 


Senator Symrneton. Now how about Korea? Talk about Korea, 

General Gavin. Well, between 1945 and 1950—of course, we had 
talked about this and written about it, and we put our finger right on 
Korea as one of the areas that might need rapid reinforcement. 

And yet wher Korea came and the call went out, the best we could 
do was send some 500 troopers with a Lieutenant Colonel Smith to 
meet whatever was there, and it turned out to be half a dozen North 
Korean divisions. 

Senator Symrneron. So you had airlift capacity for about 500 
people at the time of the Korean war? 

General Gavin. At the outset. 

Senator SymrneTon. So the history of all war, since airpower be- 
came really important, which was not until well after World War I 
has been a totally inadequate airlift capacity to do the job right? 
Is that correct? 

General Gavin. I would say so; yes. There seems to be an un- 
willingness to accept the fact that the airplane is here to stay and does 
what it can do, you know. We feel in the Army that this aspect of 
airpower is getting there fast with the most, and we have sought that 
type lift. 

Senator Symineton. If you would comment on my next question 
in open session, I would appreciate it. 


REASON FOR SUEZ FIASCO 


We have heard the reason for the fiasco of the British and French 
attack in the Suez was primarily due to lack of airlift. Would you 
comment on that? 

General Gavin. Well, I do not think it would be quite appropriate 
for me to comment on it in an exact technical way. 

However, to any individual reading newspapers, I would think that 
it”would be obvious that if a much greater magnitude of effort had 
been made all over the area, it could have been decisively settled 
very quickly. 

Senator Symineton. Is that based on your analysis of the facts 
that have come into our Department of Defense as to the operation, 
or is it just based on your reading of newspapers? 

General Gavin. Well, I would perhaps best leave it to the news- 
papers. 

Senator Symrneron. Well, let us leave it to the newspapers. 

General Gavin. They are quite factual in their reporting. 
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Senator SymineTon. Right. Now, finally, you have stated this 
morning, and if I am wrong you correct me, that modern adequate 
airlift is essential to a modern Army. 

General Gavin. Absolutely. 

Senator Syminaron. You have also stated that you do not have 
that airlift, as I understand it, today. Is that correct? 

General Gavin. I am not sure that I said that, but I may have 
implied something like that. 


ADEQUACY OF AIRLIFT 


Senator Symrneron. Then let me ask you. Do you believe that 
you have adequate airlift to lift and properly support the Army 
overseas? 

General Gavin. It is quite marginal. 

Senator Syminaron. Now, General, you testified before a sub- 
committee last summer—— 

General Gavin. Let us say in my personal opinion it is not adequate. 

Senator Symineron. Based on our world commitments, how many 
divisions do you think, from the standpoint of the security of the 
United States, your personal opinion, we should be able to lift and 
properly support overseas? 

General Gavin. Well, I would like to start overseas, if I may, 
with the overseas theaters, and say that we should always have the 
capability of moving a division within that theater. This is not 
much; although we do not have it. 

Senator SyMInGTON. Eliminating SAC lift—and you would not get 
your hands on much of that if we get into crisis—how many divisions 
can you lift and properly support overseas today? 

General Gavin. This is strategic lift from here to overseas? 

Senator Symineton. Right. 

General Gavin. I am not sure what the figure on that is, Mr. 
Symington, but I have testified to committees before, and I reaffirm 
it as a personal point of view that we should be able to move two 
divisions at any time overseas and support them. 

Senator Symineton. I think you testified last summer we could 
not move and support one; is that correct? 

General Gavin. This was, I believe, the calculation at that time. 


JOINT CHIEFS OF STAFF DECISIONS 


Senator Symineton. When we bring this matter up, it is always 
said, ‘“This is the decision of the Joint Chiefs of Staff.”” Well, around 
the Senate, we have an expression called “Log rolling.”” Everybody 
understand what it means. Why, if you feel this way, and I know 
others in the Army do, is the answer constantly given to us that it 
is the decision of the Joint Chiefs of Staff? Why does not the Army 
stand up and say what it needs, in this category of airlift? 

I ask this with great sincerity. It is frustrating to me to hear that 
remark again and again. 

General Gavin. Well, the Army does in the Joint Chiefs of Staff 
area, and it has very strongly presented its requirements, and our 
Chief of Staff does present them very effectively, I believe. However, 
the Joint Chiefs of Staff have many problems to deal with, and a cer- 
tain amount of resource is given to them, and they have to divide 
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those up so that the optimum—and this is the word so often used—the 
optimum solution comes out. 

And in the end, we have not gotten quite the airlift that we would 
like to have had. 

This has varied some. The past Chief of Staff, General Ridgeway, 
asked for a bit more airlift than the present Ghief of Staff. The 
present Chief of Staff, I believe, has testified before this committee as 
to what his view was on that. 

I think that for the approved plan that comes out of the Joint 
Chiefs of Staff—and this is an important part of it—it is considered 
that the airlift is adequate. I have, however, said that in my personal 
opinion I believe we need more airlift. 

Senator Symincton. Well, if you do not have enough ift, you do 
not have a modern Army; is that a fair statement? 

General Gavin. That is correct. 

Senator Symmneton. Thank you, Mr. Chairman. 


CUTS IN RESEARCH AND DEVELOPMENT 


Senator ELLeNpER. Some dust was kicked up by you and others 
when the research and development program was cut almost a third 
from that which you requested. 

General Gavin. Yes, sir, from 596 to 400. 

Senator ELLENDER. I guess your complaints fell on deaf ears. 

General Gavin. Considerate ears, but unsympathetic. 

Senator ELLeNpER. And yet when the House proceeds to make a 
cut of only 2 percent, much more dust is kicked up; is that correct? 

General Gavin. That appears to be so. 

Senator ELLENDER. We have in the record how these cuts would be 
applied if the Senate should agree with the House. I wonder if you 
would be so kind as to present a memorandum for the record pointing 
out where the cut could be applied with the least danger to our secur- 
ity. I would like to have your view. I am talking about the $8 
million. 

General Gavin. I would say that that cut is almost as dangerous 
wherever applied. 

Senator ELLENDER. Was it dangerous to cut a third? 

General Gavin. It is pretty difficult to say. To cut a third would 
be to cut to the bone and the muscle. Research and development is 
like the goose that lays the golden eggs. If you quit feeding the 
goose, it comes to a state of malnutrition where nothing comes from it. 

Senator ELLENpDER. I could see that the goose might die. How- 
ever, as a result of a mere 2 percent cut the people ‘of this country 
are led to believe that your missile program is going to pieces. You 
know that is not correct. 

General Gavin. It will definitely be delayed. 

Senator ELLENpDER. But you still have a lot of money for use in 
fiscal year 1958. 

General Gavin. Yes, sir. 

Senator E,utenpeErR. If the Senate concurs in the House reduction 
of $8 million then the last program to be cut will be your missile 
development. 

General Gavin. Yes, sir. The missiles are very, very expensive. 
And I have been absorbing the costs of these missiles programs 
steadily. 
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For example, this year, to support the Jupiter program has taken 
a great deal of money out of other very essential programs, medical 
research for example, automotive vehicles, tank research, and the like 


of that. pe 
(The following information was submitted :) 


In final preparation for the execution of the Army research and development 
program for fiscal year 1958, we have recently conducted an exhaustive review 
and evaluation of the program. The results of the review, which was made by 
key members of my staff, were carefully considered by senior representatives of 
all segments of the Army General Staff. Their conclusion was, as I have stated, 
that the reduction from $596 million to $400 million cut deep into the muscle and 
bone of what I consider the proper level of research and development effort. The 
$8 million reduction, voted by the House, further aggravates this dangerous situa- 
tion. My personal review of the Army research and development program, 
coupled with my study of the findings of these senior representatives of the Gen- 
eral Staff, lead me to the firm conclusion that the $8 million reduction will force 
curtailment of research in materials, terminal ballistics, and rocket propellants 
which can serve only to impede progress in guided missiles. Additionally, re- 
search in the biological and chemical warfare and medical fields will be reduced 
and development in conventional fields designed to provide the hard-hitting, 
mobile Army, which Senator Symington has stated to be so important, will be 
stretched out. 

In direct answer to your request, I cannot name areas, in which reductions can 
be made, which are not dangerous or critical. 


PROMOTION OF RIFLE PRAcTICE 
LETTER FROM CONGRESSMAN MARTIN 


Senator ELLENDER. A letter received from Representative Thomas 
E. Martin regarding travel funds for instructors to attend the Small 
Arms Firing Schools at Camp Perry will be inserted in the record. 

(The letter referred to follows:) 


JNITED States SENATE, 
Washington, D. C., June 12, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Subcommittee on Defense Appropriations, 
Committee on Appropriations, United States Senate. 


Dear Mr. CuarrMan: I wish to recommend and urge as strongly as possible 
the restoration of the $75,000 item for the transportation of civilians from the 
States to undertake the marksmanship and instructor training afforded by the 
small arms firing schools at Camp Perry. This item is highly important to a 
strong national defense. 

I know from my observations and firsthand experience from actual training of 
raw recruits during the Mexican campaign that our boys needed more encourage- 
ment in organized and supervised rifle training in the years before they enter 
service and later years also. While serving on the Committee on Military Affairs 
of the House of Representatives I made the same observations at the outbreak 
of World War II in Europe in 1939 and our first mobilization. Wherever we 
found men who had received good training in the use of firearms we found much 
better material for leadership in our hour of peril. 

The amount involved in this instance is extremely modest in size compared 
to the real benefits that will inure to the cause of defense training of our civilians. 

Sincerely yours, 
Tuos. E. Martin. 


(The following was subsequently submitted:) 








904 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


ARMY LANGUAGE CHANGES 


STATEMENT CONCERNING LANGUAGE CHANGES IN THE ARMY PORTION OF TRE 


FiscaL YEAR 1958 DEPARTMENT OF DEFENSE APPROPRIATION AcT (H. R, 
7665) 


The following are the principal changes in the Army language made by the 
House of Representatives in the fiscal year 1958 appropriation act from the 
wording which appeared in 1957 act: 


OPERATION AND MAINTENANCE 


(a) The phrase “repair of facilities’ has been inserted in lieu of the phrase 
“alteration, extension, and repair of structures and property; acquisition of 
lands (not exceeding $5,000 for any one parcel), easements, rights-of-way, and 
similar interests in land”. This change is based upon the fact that section 408 
of Public Law 968, 84th Congress, provides permanent authority to use military 
construction funds for minor construction in amounts not exceeding $200,000 for 
each project and to use operation and maintenance funds for such minor con- 
struction where projects do not exceed $25,000. The effect of the changed word- 
ing will be that alteration of buildings costing between $25,000 and $200,000 
will hereafter be funded from military construction funds rather than operation 
and maintenance funds. Alterations or extensions of buildings costing in excess 
of $200,000 will hereafter be required to be authorized by a construction author- 
ization act and specifically funded from the “Military construction” appropriation, 

The deletion of the wording pertaining to acquisition of land is based upon the 
fact that section 406 of Public Law 968, 84th Congress, authorizes the acquisi- 
tion of land or interests in land not exceeding $5,000 in cost. The effect of this 
change will be that the use of operation and maintenance funds for acquisition 
of fee simple title to land or for acquisition of easements, rights-of-way, or 
other lesser interests in land will hereafter be limited to $5,000 or such amount 
as may be provided in amendments to section 406, Public Law 968. The former 
appropriation language authorized acquisition of fee simple title up to $5,000 but 
placed no dollar limitation upon the acquisition of easements or rights-of-way. 

(b) The wording which appeared in the 1957 appropriation act requiring the 
continued operation and maintenance of the Army-Navy Hospital at Hot Springs 
National Park, Ark., and the Murphy General Hospital in Boston, Mass., was 
deleted on the House floor on a point of order. 


RESERVE PERSON NEL 


The wording which appeared in the 1957 act to authorize use of this appro- 
priation for pay, allowances and other expenses of personnel of the Army Re- 
serve on active duty under section 252 of the Armed Forces Reserve Act of 1952 
has been deleted. The reason for this deletion is that the pay for such personnel 
is now budgeted under “Military personnel, Army.” Section 252 required the 
Armed Forces to have officer members of the Reserve components on active duty 
at various headquarters to assist and participate in the preparation and admin- 
istration of all policies and regulations affecting their Reserve component. 
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ARMY NATIONAL GUARD 


Similar wording, relating to section 252 of the Armed Forces Reserve Act of 
1952 which previously appeared in the National Guard appropriation, has been 
deleted. The reason for the deletion is the same as mentioned under the appro- 
priation ‘Reserve personnel.” 4 


ALASKA COMMUNICATIONS SYSTEM 


(a) The authority which appeared in the 1957 appropriation act to procure 4 
passenger motor vehicles has been amended to authorize procurement of 1 
passenger sedan. = 

(b) New wording has been added to the appropriation as follows: “charges for 
station agent agreements may be paid from receipts of the Alaska Communica- 
tions System.’’ This change will permit the use of receipts of the System to pay 
station agents at locations where small branch offices are maintained. The estab- 
lishment of such branch offices is contingent upon the demand for services at 
various locations which cannot always be predicted with accuracy. Accordingly, 
it was felt desirable to make provision for a system whereby the salaries of station 
agents handling telegraph and telephone business could be paid from cash receipts 
of the System rather than attempting to estimate and request specific appropria- 
tions for the purpose. 

PROCUREMENT AND PRODUCTION 


New wording has been added to permit the procurement of 13 passenger sedans 
at not to exceed $3,000 each and 15 sedans at not to exceed $2,400 each. The 
medium sedans authorized by this provision will be assigned to the Under Sec- 
retary of the Army, the Assistant Secretaries of the Army, the Director of Research 
and Development and to certain officers of the rank of general, or lieutenant 
general, holding positions of responsibility and importance. The medium sedans 
now being used by these individuals are of such age and mileage that they are 
no longer economical to operate. 


ORIGINAL SERVICE REQUESTS 


Senator ELLENDER. At this point in the record I wish to insert a 
table showing the original requests made by the services of the Depart- 
ment of Defense, the budget estimates, the amounts contained in the 
House bill and the percent of change in these amounts. 

(The table referred to follows:) 
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ARMY WORKING FUNDS 
(See p. 608) 


THE ARMY STOCK FUND 


The Army stock fund is a working-capital fund established for the purpose of 
financing inventories of our day-to-day, common-use-type stores, supplies, and 
equipment. The first division was established on July 1, 1951, and since then 
9 additional divisions have been established, 2 of which are of the single-manager 
type. The single-manager concept assigns to one military department the sole 
responsibility for the United States depot or wholesale level of supply for certain 
common-use commodities for all services. The Army has the clothing and textile 
and subsistence commodities. 

The stock fund is used to finance the acquisition of common-use items and 
hold such items until they are sold to a consuming appropriation. Under this 
system the consumers (local commanders) are able to state their needs in terms 
of consumption when requesting dollar requirements within an appropriation. 

The growth of stock-fund sales from nothing at the beginning of 1952 to an 
estimated $2.7 billion for fiscal year 1958 points up the Army’s efforts to employ 
better business methods in its supply operations, and to place in the hands of 
commanders the control of resources for the accomplishment of their missions. 

The sales program for fiscal year 1958 of $2.7 billion is $828 million higher than 
fiscal year 1956. The increase represents the financial impact of the single- 
manager concept, because transfers between the wholesaler and retailer are 
recorded as sales rather than inventory transfers. 

At the time the several divisions were established, the Department had con- 
siderable excess inventories on hand. The continued sales of these inventories 
without replacement has permitted the Department to return to the Treasury or 
transfer to other accounts $1,844,500,000 through fiscal year 1957. This amount 
includes the $425 million of initial capitalization. 

During 1958 the Department had proposed an additional release of $300 million 
for 1958; however, the House increased this amount to $350 million and transferred 
it to the “Military personnel, Army” appropriation for 1958. This action is 
accepted by the Department of the Army. 


Cash transfers and rescissions 


{In millions of dollars] 





Fiscal Fiscal | 


Prior to Fiscal 

















fiscal year| year 1956 | year 1957| year 1958| Total 
| 1956 | | 
Rescissions - an slau i J | 585. 5 | 700. 0 357. 0 0 1, 642.5 
Transfers to: 
Military construction ‘ : | : | ac 202.0 |...- i 202. 0 
Military personnel. ______- : .| ; | giveaes 350. 0 350. 0 
Total aaa | 585.5 700.0} 559.0 350.0 2, 194. 5 
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Statement of financial condition as of June 30 



































[Millions of dollars] 
1956 actual 1957 esti- 1958 esti- 
mated mated 
mena 
Assets: | 
TNS 56 oi 25s esi hed 615.8 516.8 | t 591.8 
RRA V IRAE, 5 << 5 nase sib manic sc ccsbebnaeabatn ania 392.8 | 425.8 439.7 
Inventories (see analysis below) -_-..-....----..-----.------- 7, 239. 6 | 7, 360.9 6, 997.4 
I od ne cincsressgrem ae cesiceins pee See eanae ed ewes 2.4 2.4 2.4 
Due in from undelivered purchases to be paid from other 
NE asin. Sig wis sites nd gen ke fies Rie ndareaaaed 53.3 | 2.8 | beh nasaktle inten 
Total assets_..___- ea ES MUN ES beeen 8, 303. 9 8, 308.7 | 8, 031.3 
Liabilities and investment: 
I ai ccc en pecans 83.9 83.9 | 83.9 
Investment of U. 8. Government-._...__----.--.--------- 8, 220. 0 8, 224.8 | 7, 947.4 
Appropriations and reappropriations........._...---_- | —860. 9 —1, 419.9 —1, 769.9 
Capitalized inventories, net_.........-.--.---.-------- | 9, 517.1 10, 301.8 10, 608.8 
aes se ee SS ood —436. 2 —657. 1 | —891.5 
| 
Total liabilities and investment__.............--..-- 8, 303.9 | 8, 308. 7 | 8, 031.3 
i 








1 Includes reduction of cash by transfer of $350 million to “ Military personnel, Army” appropriation. 


Analysis of inventories as of June 30 


[Millions of dollars] 





























| 
| 1956 actual | 1957 esti- 1958 esti- 
mated mated 
eo 
I sn upc s aioaaeiroenenepia ao kod 5, 554.9 5, 541.0 5, 048. 6 
Mobilization reserves - snes lost danisbck ns Mb tench thebal 1, 483. 9 1,619.1 1, 748.3 
Excess or surplus awaiting disposal ___.-___.-- — 200. 8 200. 8 200. 5 
i scecnch certian irSteaieancdpiebsindialhea acinblpn techie etka mae 7, 239. 6 7, 360. 9 6, 997.4 
Statement of income and expense 
[Millions of dollars] 
3 ———_—_—_— - 
| Fiscal year | Fiscal year | Fiscal year 
1956 actual 1957 esti- 1958 esti- 
mated mated 
pik : - = ule 
Income: 
titi acai Sars Srmmewr cites ie a 1, 875.8 2, 607.1 | 2, 704.1 
Expenses: a eh, te a 
Purchase of goods (at cost)_......-.------------ So nal 1, 234. 6 1, 999.8 | 2, 146.5 
Other operating expenses (nmet)_....--.-----.--------------! 641.2 | 833.5 | 783.8 
Total operating expenses__........._._..---- 1, 875.8 | 2, 833.3 | 2, 930.3 
Operating income or loss for the year-___- sil Scat ag - a aa | 996 2 | - “226.2 
Nonoperating income and expense (—) net__.----.------ -| —123.6 | +5.3 | —8.2 
Net loss (—) for the year_........-.---------------------| —123.6 —220.9 | —234.4 
Adjustment of prior year income-_-____.----.-.------ -----| —43.4 * 
Deficit (—) beginning of year. -..................-------- —269.2 | —436.2 | — 657.1 
Bretigkt (—) G0 Ol FORE nnn sisi nnn cnensnneen sane —436. 2 | —657.1 | —891.5 


Army INpDUSTRIAL FUND 


The Army industrial fund is a revolving fund account established for the 
purpose of financing several of the Army’s industrial type activities such as 
manufacturing and maintenance, research and development facilities, proving 
grounds, and transportation terminal commands. 

Currently 22 facilities are operating under the fund and an additional 23 
The new facilities will include an arsenal, a 


facilities are under consideration. 
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proving ground, 2 railroad repair shops, a chemical center, a general depot and 
17 rebuild facilities. 

In fiscal year 1958, the industrial fund expects to sell goods and services to the 
value of $491 million. Excluding the value of goods and services planned for 
the additional facilities, this is about the same as the fiscal year 1957 estimate. 

Assets of the fund at the end of fiscal year 1957 is estimated to be $326 million. 
This is after rescission of the $110 million cash directed in the 1957 Appropriation 
Act. The House action on the 1958 bill directed that $50 million be transferred 
to “Military personnel, Army,”’ to help finance that program. 

The Army does not object to this action since there is an unallocated reserve 
of $150 million in the account. After this transfer, there will be $100 million left 
which will be needed to finance the additional facilities planned of approximately 
$60 million, and the remainder—$40 million—to provide flexibility and a safety 
factor in the financing of existing and proposed facilities. 





Statement of income and expenses 


{in millions of dollars] 











| 1956 actual 1957 esti- | 1958 esti- 
mated mated 
Se ay en hee Hy ee, ft eae, ee ee a | 
Income: ‘ ae; 
Sales, industrial goods and service .. - $317.5 $383. 9 $377.9 
Reimbursable expenses. - - | 79.8 108, 2 112.8 
[$$$ } pasate ie acento 
Total income- --_- ‘ | 397.3 | 492.1 | 490. 7 
Expenses: | 
Direct expenses , attain 237.1 | 305.1 | 304, 4 
Indirect expenses- -- ; ~-------| 160. 3 187.0 | 186. 3 
Total expenses _- tid eet niadseniaae dnd | 397. 4 | 492.1 | 490.7 
Net gain or loss ; be ian dade —.1] a 


Total income and total costs of all industrially funded Army installations are 
expected to expand by 24 percent in 1957 to $492.1 million, due chiefly to the 
inclusion for the first time of the 2 transportation terminal commands and the 
film production activity. In addition, however, there will be slight increases in 
all programed operations. 

During 1958, manufacturing and assembly will undergo a rather sharp curtail- 
ment. But this will be partially offset by increased volume in transportation, 
other industrial income, and nonindustrial activities, so that total volume will 
hold at $490.7 million, or less than 1 percent below the 1957 volume. 

No gain or loss is anticipated from 1957 or 1958 operations. Budgets of the 
participating installations have been developed to achieve insofar as is possible 
a break-even result on all operations so that none of the customer appropriations 
will be overcharged or undercharged. 

Sales in prior presentations included Government-funded material for all years. 
The above sales for all 3 years do not include GFM (which for 1956 amounted to 
$73.4 million). 


Statement of financial condition as of June 30 


{In millions of dollars] 


Account 1956 actual 1957 esti- 1958 esti- 
mated mated 
Assets: 
Cash $337. 6 $237. 6 $197.6 
Accounts receivable_-_- 2 19.0 | 14.8 15. 0 
Inventories, net_-- 78.1 73. 1 66.7 
Other___ 1.2 .5 or.) 
Total assets. 435.9 326. 0 279. 6 
Liabilities and capital: 
Accounts payable 13.8 26.0 | 29. 9 
Accrued expense 35. 3 25. 2 24.9 
Capital, U. S. investment.-- 386. 8 274.8 | 224. 8 
Total liabilities and capital. - - 435. 9 326.0 | 279. 6 


| | 
| 
| 


SErTEneereeseeee 
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Consolidated assets of the Army industrial fund on June 30, 1956, consisting of 
cash, accounts receivable, inventories, and prepaid expenses amounted to $435.9 
million. Liabilities on that date, consisting of accounts payable and accrued 
liabilities totaled $49.1 million. This was a working capital ratio of 9to 1. Asa 
result, the Army returned $110 million in excess cash to the United States Treasury 
early in fiscal year 1957. 

Collections will exceed expenditures during 1957 and 1958 by about $10 million 
each year, so that together with the $50 million transfer the cash position on 
June 30, 1958, will be at $197.6 million. At this level, the fund’s cash will repre- 
sent 70 percent of all assets and the working capital ratio will be 5 to 1. 

Inventories will be reduced during both 1957 and 1958, dropping to $67 million 
by June 30, 1958, at which volume it will account for 25 percent of all assets, 


COMMITTEE. RECESS! 


Senator ELLENDER. The committee will stand in recess until 1:30, 

Mr. Roperick. Mr. Chairman, we would like to take the oppor- 
tunity to thank you and Senator Symington and the rest of the com- 
mittee for your courteous attention. 

(Whereupon, at 12:40 p. m., a recess was taken until 1:30 p. m., this 
same day.) 


AFTERNOON Session, 1:30 P. M. (WEDNESDAY, JUNE 12, 1957) 
DEPARTMENT OF THE AIR FORCE 


STATEMENTS OF LT. GEN. MANUEL J. ASENSIO, DEPUTY CHIEF 
OF STAFF, COMPTROLLER; MAJ. GEN. FRANK A. BOGART, 
DIRECTOR OF BUDGET DEPUTY CHIEF OF STAFF, COMPTROL- 
LER; MAJ. GEN. DANIEL F. CALLAHAN, ASSISTANT FOR PRO- 
GRAMING DEPUTY CHIEF OF STAFF, OPERATIONS; AND COL. 
ROBERT J. FRIEDMAN, DEPUTY DIRECTOR OF BUDGET, DEPUTY 
CHIEF OF STAFF, COMPTROLLER 


BUDGET PRESENTATION 


Senator ELLENpDER. The committee will please come to order. 

We shall now proceed to take up the items under the Department of 
the Air Force. General Bogart. 

General Bocarr. Mr. Chairman, this afternoon it was our plan to 
proceed with the presentation of the detailed justification of the Air 
Force budget requirements for fiscal year 1958. It was our plan to 
start out by presenting the overall fiscal and programing basis for these 
requirements. Our first witness is General Asensio who has an overall 
statement. 

Senator ELLENpER. General Asensio, you may proceed. 

General Asensio. Mr. Chairman and members of the committee, 
the fiscal year 1958 budget for the Air Force which is now before you 
requests new obligational authority totaling $16,471 million, exclusive 
of funds for military construction, the request for which will be before 
you at a later date. This is the amount, for the appropriations now 
under consideration, which we estimate as the minimum with which 
we can perform our mission under the revised force structure, and can 
continuously increase the effectiveness of our airpower, while concur- 
rently maintaining operational readiness at all times. 

Secretary Douglas and General Twining have already described for 
you the military programs and the basic plans and assumptions upon 
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which our dollar estimates are based. Since the fiscal year 1958 esti- 
mates will be covered in detail by General Bogart and the other Air 
Staff witnesses who follow him, I would like to deal but briefly with 
the 1958 estimates, and to devote a greater part of my discussion to 
an accounting of our stewardship of the funds made available to the 
Air Force for the current fiscal year, 1957. 


AIRCRAFT AND RELATED PROCUREMENT 


Turning now to the individual appropriation accounts, during the 
current fiscal year, the Air Force is planning to procure 1,867 aircraft 
as compared with 1,515 planned for the budget year, fiscal year 1958. 
Secretary Douglas has informed you of the current status of B—52/ 
KC-135 production plans. In our reprograming report of December 
31, 1956, the Congress was informed of other changes in the aircraft 
program, particularly the decision to delete the LRFIX (Long Range 
Fighter Interceptor-X) TBX (Tactical Bomber—X), and C-132 air- 
craft; the reduction in quantities of the F-101B aircraft; and the 
addition of the L-Commercial type aircraft. The ballistic missile 
program has been increased and financed in keeping with the high 
priority associated with this program. 

These reprograming actions have resulted in a net overall increase 
to the fiscal year 1957 program since our reviews of last year of close to 
$1,100 million. Financing this addition to the program was made 
possible by utilizing the additional $800 million appropriated by the 
Congress last year, and by anticipated additional recoupments from 
prior year programs of an additional $294 million over the amounts 
realized as of December 31, 1956. 

The fiscal year 1958 program in this appropriation amounts to 
$7,533 million, and new obligational authority of $6,200 million is 
required to finance this program. The difference between these 
amounts represents anticipated reimbursements for the inventory 
items to be supplied to the mutual assistance program, other reim- 
bursements, and recoupments from prior year funds, which the Air 
Force has estimated at over $1,000 million, based on past experience. 

If anticipated recoupments do not materialize as planned during 
fiscal year 1958 and it becomes evident that it is impossible to finance 
this procurement program completely, there will still be an oppor- 
tunity when Congress returns next winter to request additional 
obligational authority to achieve the basic planned procurement 
program. 

One further development warrants your attention in this appropria- 
tion area. As you know, for most aircraft and equipment programs 
we request funds for the complete end item, based on the anticipated 
lead time necessary for financing and on unit cost estimates of the 
equipment being procured. The overriding priority which has been 
afforded to the ballistic missile program has resulted in the com- 
pression of the research, development, and production cycle. We 
are finaneing this program on what we call an incremental basis. 
In this manner, the financing in the fiscal year 1958 budget estimate 
includes those funds to provide for the work to be performed, the 
material orders to be placed and subcontracts to be awarded by our 
ballistic-missile contractors for the financing period of approximately 
July 1, 1957, through June 30, 1958. Thus, our contracts for this 
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program are being financed only on a 1 year’s work basis, and funds 
required to complete financing of end items and necessary ‘subsequent 
work will have to be provided by subsequent years’ appropriations. 


PROCUREMENT OTHER THAN AIRCRAFT 


During fiscal year 1957, the Procurement Other Than Aircraft ap- 
propriation is experiencing an improvement in obligation activity 
over the comparable time period in previous fiscal years. This im- 
provement is attributable primarily to two factors. 

In the first place, the procurement program has been directed to 
the buying agencies earlier than in past years. A major portion of 
this procurement program is actually placed in the hands of the field 
agencies several months prior to the beginning of the fiscal year. 
During this time, prior to the beginning of the fiscal year, these 
agencies can process the administrative paperwork leading up to the 
commitment of funds. The actual commitment cannot occur until 
the beginning of the fiscal year when appropriations become avail- 
able, but many weeks are gained through this process. 

Secondly, the overprograming process, which we utilized to a lesser 
degree in fiscal year 1956, is being employed to a fuller extent in fiscal 
year 1957. 

OVERPROGRAMING 


“Overprograming”’ means, essentially, that we carry in our ap- 
proved buying program, and in the program which will be explained 
to this committee, items whose total dollar cost exceeds the funds 
available, or the funds requested, as the case may be. 

This technique evolved from the fact that the programs financed by 
this appropriation generally are changed materially during the course 
of the year, due to specification difficulties (particularly in the elec- 
tronic and ground-support areas), to engineering changes, and to pro- 
duction delays. 

Prior to the introduction of this concept, the most effective utiliza- 
tion of available funds was not possible in many instances because a 
portion of our funds was committed for items in relation to which 
such delays occurred. Many vitally needed items which might have 
been procured could not be included initially in our programs. 

It was in recognition of the fact that the difficulties I have cited 
probably would continue to occur somewhere in the program, that we 
decided to extend the application of the overprograming technique. In 
doing so we recognize the fact that, although we expect these delays 
to occur, we cannot pinpoint them as far as specific items are con- 
cerned, at the time the program is firmed up. Obviously, if we could 
do that they would be deleted from the program until such time as the 
difficulties were resolved, and there would be no need for over- 
programing. 

Once we have overprogramed, we then delete from the current 
program those items with respect towhich design and production 
delays occur from time to time. Such items will then be considered 
for inclusion in the subsequent year’s program, if it then appears that 
they can satisfy the criteria of need and procurability in that period. 

As an alternative to financing all items and ending the year with 
excessive unobligated balances, we feel that overprograming is a very 
effective and sound vehicle for optimum utilization of available funds. 
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As of the end of fiscal year 1957, we estimate that $150 million of 
the total program of $1,678 million will be in an overprogramed status 
and this, in turn, is included as a part of the fiscal year 1958 program. 
We expect to continue this ‘‘overprograming” procedure in this appro- 
priation area, in order better to utilize the funds made available by 
the Congress. We are starting the fiscal year 1958 program by includ- 
ing a total of $365 million in the overprograming category. We 
would anticipate that as the program progresses throughout the year, 
the overprograming would be reduced to approximately 10 percent 
of the funded program by the deletion of items identified as being 
nonprocurable, and by the application of recoupment of prior year 


funds. 


OPERATION AND MAINTENANCE 


In Mr. Garlock’s general statement before this committee last 
vear, during consideration of the fiscal year 1957 budget estimate, he 
pointed out that our fiscal year 1957 estimated program costs in the 
operation and maintenance appropriation increased over the levels 
of the preceding year as the result of the growth of the base structure, 
increases in the number of combat wings, and the increased power 
and complexity of new aircraft and missiles. Air Staff witnesses 
amplified this is explaining the details of the expanding program. 
He also stated that, on the basis of information then available as to 
program needs, it was our belief that the amount requested for fiscal 
year 1957 would be sufficient to permit the continued buildup to the 
137-wing program with a level of readiness that would be acceptable 
under world conditions. 

However, as the months have passed, we find that the amount of 
that budget estimate and the amount appropriated is insufficient to 
pay the full cost of the program as developed. For example, our 
civilian payroll paid from the operation and maintenance appropria- 
tion exceeds by more than $30 million the amount we had estimated 
it would cost. The reasons for this are many and are normal in type, 
but not as to the amounts involved. Some of the reasons are wage 
board increases directed by Government Wage Board actions in the 
continental United States and pay raises which occurred in Okinawa, 
Japan, Korea, France, Morocco, and other far flung places involving 
some 77,000 indigenous personnel. 

Senator ELLENDER. Do not overlook Spain. 

General Asensto. No, sir, that should be in there. 

Increases have also occurred in the cost of supplies and equipment 
and the transportation thereof, due to price increases in rates for all 
types of transportation including Military Sea Transportation Service 
water shipments, rail freight, and commercial air. In addition, the 
costs of some of our most essential programs have exceeded the 
original estimates. Some specific examples are the preliminary 
training program for the ballistics missiles; manual systems training 
programs for air defense; the operation, maintenance and support of 
the DEW line; and rate increases in per capita support costs payable 
to the United Kingdom. We have also been faced with a number of 
unforeseen requirements which necessitated diversion of effort and 
funds. These include the Hungarian airlift, the airlift of the United 
Nations Police Force to Suez, and a number of other unforeseen 
demands imposed upon the Air Force operation and maintenance 
appropriation funds. 
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REIMBURSEMENT FOR UN POLICE FORCE AIRLIFT 


Senator ELLENDER. Was there not a fund from which this could 
have been recouped? 

General Asensio. No, this caused a diversion from what we con-. 
sidered our normal program. We had to take care of them but we did 
not come in for a supplemental as we thought we might do. Conse- 
quently, there is no reimbursement on it. 

Senator ELLenprnR. Why should we bear the entire cost for the 
United Nations which is supposed to be supported by 55 or 60 nations? 

General Asensio. We raised the question but no reimbursement 
was forthcoming on it. 

Senator ELLENDER. It seems we undertake everything at our own 
expense. 

General Boaart. We received partial reimbursement on the Hun- 
garian airlift. That was from the President’s emergency fund. 

Senator ELLENDER. Our taxpayers paid for that. 

General Bogart. That is true. 

Senator ELttenpeEr. Aside from paying 33% percent for the opera- 
tions of the U. N. in one category and about 60 percent in another, 
we are also saddled with this. 


TOTAL COST OF SUEZ OPERATION 


Senator DworsHak. What was the total cost of that Suez operation? 

Colonel FriepMan. The direct cost was something in the area of 
$20,000, and we did request reimbursement on that amount. I have 
not seen the figures on the out-of-pocket costs. 

General Bogart. We can furnish that for the record. 

(The information referred to follows:) 

The direct Air Force costs for airlift of troops in support of the Suez operation 
is $1,191,581. Included in this cost is $19,807 direct out-of-pocket expense for 
miscellaneous supplies which are considered reimbursable. 

Senator ELLeENpER. You say you may get reimbursement for the 
Hungarian operation. 

General Bogart. We received reimbursement for the“out-of-pocket 
expense above our flying-hour requirements. 

enator ELLENDER. From the President’s fund? 

General Bogart. That is right. 

General Asensio. Furthermore, our experience this year with re- 
spect to requirements for emergency repairs, due to so-called acts of 
God, has been most unfortunate. 

In this connection, I would like to say that the operation and 
maintenance funding problem is not one of just having enough money. 
A large proportion of the expenses auensalle to operation and mainte- 
nanace are of a “‘fixed”’ or “‘semifixed”’ character, such as civilian pay- 
rolls, communications, and other utilities bills, costs of fuel for space 
heating and cooking, and contracts for essential services of all types. 
These costs must be met, and when they are, our reprograming capa- 
bility becomes limited to something less than 25 percent of the total 
dollars in the appropriation. 

Although we find it necessary to defer procurement of locally pur- 
chased supplies and materials, and the maintenance of property, we 
do so with the knowledge that deferring the maintenance of high 
value capital items, both real property and equipment, is pennywise 
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and pound-foolish, and would not be countenanced in any well- 
managed business enterprise. Continuing such practices means that 
the Air Force may soon face major plant replacement at a cost far in 
excess of a normal, routine maintenance and repair program. There- 
fore, we ask that in your consideration of the budget estimate for 
operation and maintenance you keep in mind the tremendous value 
of the taxpayers’ investment which these funds support and protect. 
That investment was estimated as being in excess of $50 billion in 
physical assets alone as of the end of the last fiscal year. 


ALLOWANCE FOR CONTINGENCIES 


Senator ELLENpDER. In presenting your estimates to us as well as 
to the Budget Bureau don’t you make an allowance for contingencies? 

General Asrensto. Yes, sir. For the “acts of God’ feature we 
allow a percentage. 

Senator ELLENpDER. You did not expect it to be as great as it was? 

General Asensto. Yes, sir; that is correct. 


AIRLIFT MADE AVAILABLE TO ICA 


Senator E.tenper. In traveling abroad, I noticed a great amount 
of airlift made available to ICA. I understand there was a contract 
with General Chenault’s company. Do you have anything to do 
with that? Do you handle any of the supplies that are dispersed 
throughout the Asian area? 

General Asrensio. Yes, sir; we have some direct contracts for Air 
Force purposes and we also handle some on a reimbursable basis. 

Senator E.tenper. Did you handle any of the contracts made 
with General Chenault’s company? 

General Bocarr. I cannot say whether we did or not. 

Senator ELLENDER. On those that you do have something to do with 
can you give us an illustration where you have a contract either 
directly or on a reimbursable basis. You are called upon to do things 
for other agencies, and I am wondering if you are repaid for it? 

General Asensio. I will say that normally we are. We will have to 
cover this particular one for you. 

Senator ELLenpeR. It might even be interesting to find out the 
extent to which you have not made provisions for repayment to take 
care of such contingencies. I am particularly interested in finding 
out about the CAT contracts. 

General Asensio. They have a maintenance facility on Taiwan. 
I do know we have maintenance contracts with them but that is 
for maintenance of Air Force planes and for maintenance of military 
assistance planes for which we are reimbursed. 

Senator ELLENDER. When you say “military assistance planes,” 
are they your own planes? 

General Asensio. They are the planes that have been delivered to 
countries in that area, in the Philippines, Thailand, and so on. 

Senator ELLENDER. Do you pay for their maintenance? 

General Asensio. We pay for it but we are reimbursed by military 
assistance. 
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UNOBLIGATED CARRYOVERS 


The next thing I have is unobligated carryovers. The Air Force is 
again showing fairly sizable unobligated balances at the end of fiscal 
years 1957 and 1958. However, it will be noted that these unobligated 
balances are being reduced and we feel that by the end of fiscal year 
1958 we will have about reduced the level of unobligated balances to 
what appears to be a practicable working minimum. As explained 
in the past, there must always be fairly sizable unobligated balances 
in our continuing appropriations. It is neither practical nor desirable 
in these appropriation areas to obligate 100 percent of our funds during 
the first year of the appropriation. General Bogart will treat this 
subject in greater detail. 

The actual unobligated balance as of the beginning of fiscal year 
1957, excluding “Military construction,” amounted to $5,395 million 
of which $1,794 million represented anticipated reimbursements from 
military assistance program orders to be delivered subsequent to June 
30, 1956. For the end of fiscal year 1957 it is expected that the 
unobligated balance will be $5,238 million of which $1,476 will rep- 
resent military assistance program orders yet to be delivered. These 
amounts compare with an estimated unobligated carryover of $4,174 
million at the end of fiscal year 1958 which represents a decrease 
of $1,221 million from the actual amount at the close of fiscal year 
1956. Of the $4,174 million unobligated at the end of fiscal year 1958, 
$462 million will represent antic -ipated reimbursements from military 
assistance program orders remaining undelivered as of that time. It 
should be noted that the unobligated balance for the end-fiscal year 
1958 does not include provision for a fiscal vear 1958 military assistance 
program. 

To the extent that we continue the military assistance program the 
unobligated balances in the Air Force w ill always be subject to 
the deliveries which the Air Force is capable of making to military 
assistance program countries and to their ability to receive the 
materials if available. As we explained to the committee in last 
year’s testimony, the Air Force follows the procurement policy of 
procuring for both the military assistance program and the Air Force 
by determining combined requirements for both the Air Force and 
the military assistance program, and then procuring against these 
combined requirements. Accordingly, when deliveries are made, Air 
Force appropriations are reimbursed from military assistance program 
funds. 

REDUCTION IN PROCUREMENT LEAD TIME 


With respect to the major procurement items such as aircraft, the 
Air Force has reduced the amount of procurement lead time, thereby 
effecting a lower level of unobligated balances. 

Our procurement policies call for contracting for the component 
parts of the end item at varying time intervals depending upon the 
required date of delivery, taking into account production lead time 
for each class of components, spares and spare parts. Thus, those 
components of the end item having the longest procurement lead time 
are contracted for first, while contracts for those components and/or 
parts having the shortest production lead time are obligated at a 
later date, in some instances 2 or 3 years later. We consider this to 
be good business practice. Subsequent discussions during the 
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detailed appropriation hearings will develop in greater detail the 
reasons for the unobligated balances in the ‘Aircraft and procure- 
ment” areas. 

In the ‘Military construction and research and development’”’ 
fields, it is necessary that a reasonable unobligated balance be carried 
forward from one year to the next in order that the awarding of con- 
tracts in these areas can proceed on an orderly basis without interrup- 
tion at each fiscal year end. This practice is essential in maintaining 
a relatively even rate of progress. 


SFFECT OF SECTION 1811 PROVISION 


It will be remembered that in last years presentation emphasis was 
placed on the effect of the provisions of section 1311, Public Law 663, 
84th Congress, because the heavy deobligational activity resulting 
therefrom materially affected the unobligated balances brought for- 
ward to fiscal year 1956. These heavy deobligations were principally 
in the “Aircraft and related procurement,’ and ‘Procurement other 
than aircraft’? areas and amounted to $1,085 million and $177 million, 
respectively, at the close of fiscal year 1955. For the close of fiscal year 
1956, the section 1311 deobligation total for these two appropriations 
amounted to only $290 million. 

It should be remembered, however, that these deobligations do not 
in most cases reduce the Air Force’s actual responsibility for payment 
under existing contracts. While the action taken in accordance with 
section 1311 has the technical effect of reducing obligations and at the 
same time increasing the amount of unobligated commitments, the 
requirements for the end items, components, and spares represented 
by these deobligations are not reduced, but instead the point in time 
of the recording of confirmed obligations is merely delayed. 

The total unobligated balance estimated in the fiscal year 1957 
budget estimate for end fiscal year 1956 was $5,511 million. This 
compares to the actual amount of $5,739 million. It should be noted 
that the only appropriation area in which any sizable difference 
between actual and estimated unobligated balances existed was in 
“Procurement other than aircraft,’’ where the actual unobligated 
balance carried forward from fiscal year 1956 exceeded the estimate 
by $247 million. 

The amount estimated as unobligated at the end of fiscal year 1957 
in this budget presentation will be in excess of the amount presented 
last year and this is due principally to the inclusion of balances 
resulting from the fiscal year 1957 military assistance program, which 
were not included in last year’s amounts, and to the additional 
amounts added by Congress. 


EXPENDITURES 

It is estimated that the Air Force will expend $17,383.3 million in 
fiscal year 1958 in its appropriation accounts, which compares with 
our current estimate of approximately $18,250 million for fiscal year 
1957 and actual expenditures of $16,854.7 million for fiscal year 1956. 
The higher rate of expenditures in the current year is due principally 
to the normal expansion of the Air Force with the correspondingly 
higher obligational availability for fiscal years 1956 and 1957. The 
accelerated rate of expenditures also can be attributed in part to the 
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increased emphasis on the ballistic missiles program. This program 
is being financed on an incremental basis and accordingly expenditures 
are being recorded more rapidly. 

The fiscal year 1957 expenditure estimates are based on receiving 
reimbursements from military assistance program appropriations for 
estimated deliveries in fiscal year 1957 to military assistance program 
countries of common items amounting to approximately $900 million, 
Any slippage in this delivery program will result in higher net expendi- 
ture rates since the Air Force appropriations will not receive reim- 
bursements from the military assistance program appropriations in the 
amount provided for in our Air Force expenditure forecast. Further, 
it is always difficult to project expenditure rates accurately, due to 
many factors which must be considered, such as price increases, 
modifications, production lags, etc. 


DIRECTIVE OF MAY 22 


Senator ELLENDER. In connection with that unobligated carry- 
over, it is my understanding that as a result of the directive of May 
22, your unobligated balances for fiscal year 1958 will be increased. 

General Asrensro. Since that letter restricted our obligations to 
$250 million less than they had been approved to be previously, they 
will be increased by $250 million. 


INCREASE IN CARRYOVER 


Senator ELLENDER. Then what would be your total in unobligated 
balances? 

General Bocarr. That would increase our unobligated balances as 
of June 30 to $5,778 million. That is the estimated unobligated 
balance including military construction. 

Senator ELLENDER. Would you be able to give us the portion of 
the unobligated balances that has been committed. 

General Bocarr. I think my analysis is as of the end of the last 
fiscal year. 

Senator ELLenpER. Would it cover that? 

General Bocarr. It would cover that point; yes, sir. 


SPARES AND SPARE PARTS 


With respect to the total on that, sir, there were $290 million on 
the forward purchasing policy, which is required to complete procure- 
ments that are already underway. On definitization of spares and 
spare parts, $1.5 billion. 

Senator ELtenper. Is that $1.5 to cover spare parts that you ordi- 
narily order when you make your contract for the engines or does it 
also include other spare parts that may be needed in the future? 

General Bocarr. These are the spares and spare parts that are 
needed to support the aircraft in the initial order. 


ENGINEERING CHANGES 


Then there is $455 million for engineering changes. That is just 
a percentage against the contract on an experience basis, as you will 
recall, which may or may not be used. Perhaps, some ‘of that will 
be in the recoupment area eventually. In first destination transporta- 








J 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 921 


tion, we have $96 million. Those are the amounts that I think would 
apply to the categories that you were discussing. 

Ranstot ELLEeNDER. If we add those and subtract them from the 
total amount on hand, that will result in the unobligated balances that 
are unprogramed. 

General Bocart. Yes, sir; there again you have such things as 
program slippage, contract difficulties, and so forth. 

Senator ELLENDER. To really enter into new contracts. 

General Bocart. That is right. We have $120 million on military 
interdepartmental purchase requests. That is the one where they 
just have not come back administratively and they cannot be recorded 
as a contractual obligation, although we have obligated ourselves to 
another service for the purchase. 

Senator ELLENDER. Let me ask you this, General. Suppose this 
committee reduces your appropriation by the amount of $250 million 
to be carried from fiscal year 1957, how would you suffer? What 
would be the consequences? 

General Bocart. Then we would have to reduce our program by 
that amount. 

Senator ELLENpDER. You have already fixed your program for 1958, 
which amounts to $7.533 billion? 

General Bocarr. That is the procurement. We would have to 
add the $250 million to that. We would have to request additional 
obligating authority to cover that in the next fiscal year. We have 
that obligating authority now. The obligations may very well be 
required during fiscal 1958. 

Senator ELLENpDER. Would you not have to have that reappropri- 
ated and added to your program? 

General Bocarr. To our program for fiscal 1958, that is correct, sir. 

Senator ELLeNpER. Unless that is done, that amount would revert 
to the Treasury? 

General BoGarr. No, sir; these are no-year funds. 

Senator ELLeNpER. But you could not spend it? 


AVAILABILITY OF NO-YEAR FUNDS 


General Bocarr. If you reduced it. We can spend it the way it is 
now. It is appropriated to us and it is in our unobligated balances 
in no-year accounts, so it is available for obligation. 

If you were to reduce or withdraw that amount, we would have to 
put it into the next year’s program and the next year’s request for new 
obligating authority. 

Senator ELtenpEerR. We could review your request at that time. 

General Bocarr. Except we would have to change our program, 
and we would have to change our way of laying out the program to 
move it 1 year forward. 

Senator ELLenpErR. You have your program of $7,533 billion al- 
ready planned; therefore, this $250 million will be surplus for fiscal 
year 1958? 

General Asensto. That much program would have to be carried 
over, too, because you do not accomplish that much for 1957. 

Senator ELtenpEr. As I have just indicated, you would have to 
come back to us or carry it over into 1959. 

General Bocart. Yes, sir; we would have to change our method. 
We would have to drop it out of the program for 1957, pick it up in the 
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program for 1958, and we would have to change our method of direct- 
ing the procurement. It would change the system. Instead of asking 

for the total amount against the program, we would have to entitnatl 
how much we would not actually need to obligate in that particular 
year, what we would expect to obligate.in the.subsequent year, and 
that would, on a one-time basis, of course, reduce the requirement for 
new obligating authority during 1 year but would simply shove the 
requirements forward, delay it, shove it forward 1 year. 





EFFECT OF THE DIRECTIVE 


Senator ELLENDER. 
directive, is it not? 

General Bocarr. It could be. The effect of the directive would be 
just the opposite. It would require us to request that the money 
that we now carry in our preproduction accounts be increased that 
amount to cover the total procurement against which those prepro- 
duction accounts are laid on. We would have to ask for additional 
new obligating authority in the current year, and most of that 
increase, as we see it, would go into the unobligated balance. 

Senator ELtenper. I think we explored this May 22 order to the 
nth degree, and, personally, I do not feel that the subcommittee 
should go into that detail again, but, as I understood it, the main 
reason why this directive was issued was to keep your expenditures 
down. I think you were spending at the rate of $42 billion during 
the past few months. Suppose that is carried over into fiscal year 
1958; don’t you visualize the probability of spending more than is 
estimated inthe President’s budget? 

General Bocarr. It looks as though we would be over in expendi- 
tures in fiscal year 1958. Whether or not we may do that is a question 
that is not yet resolved. We will probably have to take some arbitrary 
or artificial action to hold to the expenditure level which we now 
forecast or which is shown in the President’s budget. However, by 
itself this requirement for full funding of all of our obligations would 
not hold back on the expenditures for ‘fiscal year 1958. It would have 
an effect later, probably, but not at this point. It is teo late-to affect 
the expenditures in 1958 by the obligation control. 

Senator ELLenprER. Proceed, General Asensio. 


As a matter of fact, that is the effect of this 
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General Asrensio. I would like to ask you to move to page 13, the 
subject of management improvement. I believe the committee has 
already been furnished our annual report for the calendar year 1956 
on steps taken by the Department of the Air Force to eliminate waste, 
achieve greater economy, and improve efficiency. In addition to the 
examples described in that report, there are two major management- 
improvement techniques adopted by the Air Force that I wish to 
explain to the committee at this time. The first of these is the estab- 
lishment of liquidation accounts for unliquidated obligations of the 
older program-year accounts under specified no-year appropriations, 
and the other is the establishment of liquidation accounts for the 


payment of obligations properly chargeable to lapsed appropriations, 
I will discuss these separately: 
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LIQUIDATION ACCOUNTS FOR UNLIQUIDATED OBLIGATIONS IN NO-YEAR AP- 
PROPRIATIONS 


The start of fiscal year 1957 found the Air Force with an accumula- 
tion of program-year accounts in the no-year appropriations dating 
back to fiscal year 1948 for the “Aircraft and related procurement’’ 
appropriation, to fiscal year 1951 for the “Procurement other than 
aircraft”’ appropriation, and to fiscal year 1950 for the “Research and 
development”’ appropriation. Under previous procedures the older 
program-year records were maintained primarily for the liquidation of 
obligations pertaining to contracts already accomplished. 

Initially, the procedure provided for the consolidation of unliqui- 
dated obligations of program years 1953 and earlier into a single liqui- 
dation account for each appropriation. This consolidation was made 
by each command or agency thereof for the accounts for which they 
currently have operating and management control. For example, the 
Air Materiel Command opened a liquidation account for the ‘Aircraft 
and related procurement” appropriation, and transferred thereto the 
unliquidated obligations remaining in the accounts of Air Materiel 
Command for program years 1948 through 1953. Similarly, Air Re- 
search and Development Command opened a liquidation account for 
the “Research and development” appropriation, and transferred 
thereto the unliquidated obligations remaining in the accounts of Air 
Research and Development Command for program years 1950 through 
1953. Annually, thereafter, the unliquidated obligations of the then 
oldest active program year within each appropriation wil! be trans- 
ferred to the appropriate liquidation account. This transfer will be 
accomplished in January of each year in order to avoid the year-end 
workload that exists during the month of July, and to permit procure- 
ment, supply, and accounting personnel to take unified action in re- 
viewing and adjusting the unliquidated obligations to be transferred. 

The decreasing activity in the program-year accounts as they grow 
older provides an opportunity for simplifying contract administration 
and reducing the workload in the maintenance and reporting of these 
accounts. Through this simplification of the financing, accounting, 
and reporting requirements for the older program years, the overall 
workload on the no-year appropriations will be substantially reduced. 
The new system was designed to provide simplification and increased 
effectiveness in the administration of these accounts, as well as to 
provide added emphasis on theliquidation of obligations remaining 
in the accounts. 

Senator ELLENDER. By unliquidated obligations, do you mean 
unobligated carryover or do you mean unexpended carryover? 

General Asensio. It is the latter, and the amounts are very small 
for previous years. To hold the program-year integrity is very 
costly. I believe the amount for 1948 in the ‘Aircraft and related 
procurement” account was less than $5 million. 

General Bocarr. $12 million. 

Senator ELLENDER. Would it be practical to have them covered 
from year to year rather than date back to as far as 1948? 

General Asensio. That is what we are doing. That is precisely 
what we are doing. 

Senator ELLENpDER. When you get all of this in line will you be 
able to present it with your justifications? 
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General Asensio. That is right, sir. When it is only 2 years back, 
there is enough of an unliquidated balance to warrant maintaining 
the program integrity. After that the balance has so decreased that 
it makes sense only to consolidate them for administrative purposes, 

Senator Syminecron. What we are talking about here, General 
Asensio, as I understand it, is unobligated carryovers. 

General Asensio. Unliquidated obligations. 

General Bocartr. Unexpended carryovers. 

General Asrensio. That is money that is obligated but not 
expended. 

Senator Symineton. Not necessarily obligated if appropriated. 

General Asensio. No, sir; it is obligated. 

Senator Symineton. How much is the amount of money involved 
in this, roughly? 

TOTAL UNLIQUIDATED OBLIGATIONS 


General Bocarr. The total in fiscal year 1957 is $12.3 billion in 
unliquidated obligations and slightly over $4 billion in direct account 
unobligated carryover. 

Senator Symineron. Of that total of $16.6 billion, you have a 
certain amount obligated and a certain amount unobligated. 

General Bocart. $12.3 billion is obligated. 

Senator Syminecton. This liquidation accounts for unliquidated 
obligations. 

General Bocarr. Prior to fiscal 1954. 

Senator Symineton. Are you going to continue to run a 3- or 4- 
year differential there, and cut out everything beyond that? 

General Bogart. That is right. 

As of the 1st of each January, we pick up a new fiscal-year account. 
We will run 3 years behind on that but it is in mid-fiscal year when we 
pick it up. We are picking up 1954 this year. 

Senator ELtenprr. The amounts given to Senator Symington were 
total balances as of what date? 

General Bocarr. June 30, 1957; going into fiscal 1958. 

Senator Syminaton. The fiscal 1957 is not over yet. 

General Bogart. This is an estimated figure. It is $12.3 billion in 
unliquidated obligations. 

Senator Symineton. When you say “unliquidated obligations” do 
you mean money committed for the purchase of things that have not 
yet come? 

General Bocart. This is money obligated or on contract for which 
payments have yet to be made. In most instances you could say 
it is money obligated for deliveries not yet received. That would be 
fairly accurate. 

Senator Symineton. Then it would be expressed as money in 
orders on someone’s books who is supplying the Air Force? 

General Bocart. That is right. 

Senator Symineton. And that is $12.3 billion? 

General Bocart. That is right. 

Senator Syminaton. How much did you buy during the last year 
where you have a record, roughly? What percent of the $12.3 billion 
is your previous purchasing year’s figure? 
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General Bogart. It is $7.2 billion, for aircraft and related procure- 
ment in this year, and a total of $10.7 billion, in all continuing appro- 
priations. : 

Senator Symineton. That is good if your figures are right. 
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REIMBURSABLE OBLIGATIONS 


General Bogart. These figures are correct. There is one thing 
that we have to be careful about. Whenever we start talking about 
direct accounts we leave out the reimbursables, so there is about a 
billion and a half in reimbursable contracts that would add in but 
they add in on both sides; they add into availability and they add into 
the unobligated carryover and the unliquidated carryovers. 

Senator Symineton. Would you define “reimbursables’” for me 
again? 

General Bocart. Those are the amounts we have been allowed to 
anticipate for the military assistance programs, and others, Army, 
Navy, and Air Force and other Government agencies. 

Senator SymMineTon. And the military assistance program? 

General Bocart. Yes, sir. 

Senator Syminecton. Is that amount expressed in the 12.3? 

General Bogart. It is not in the 12.3. As a matter of fact the 
figure including those amounts is 12.7 for fiscal 1956. 

Senator Symineton. But you could get hit either way on that? 

General Bogart. That is right; this always throws the figures out. 


UNAPPORTIONED FUNDS 


Senator Symineron. Let us shift to the other figure of 4.4 of 
unobligated carryover. In that figure, does that include not only 
your unobligated carryover, but also any money that the office of the 
Department of Defense or the Bureau of the Budget have that has 
been appropriated by the Congress to the Air Force, but not allocated 
by DOD or BOB to the Air Force? 

General Boaart. Yes, sir. 

Senator Symineron. What is that figure? 

General Bocarr. As of right now in the current year, it is 2.6, 

Senator Symineron. That is $2.607 billion. 

General Bocart. Yes, sir. That is the particular figure. 

Senator Symineron. In the letter of May 22, which took $250 
million out of your right to obligate, is that now expressed in the 2.607? 

General Bocarr. No, sir; that was not withdrawn. These are 
funds that have not yet been apportioned. 

Senator Symineron. Inasmuch as that money has not been with- 
drawn, it has not been apportioned? 

General Bocarr. That is right. 

Senator Symineron. You would add to 2.607 the $250 million? 

General Bocart. As the amount we are not authorized to obligate. 

Senator SyminecTon. Actually now the amount of money that you 
would have would be 2.607 plus a quarter of a billion, or 2.857; is 
that right? 


EARMARKED FUNDS 


General Bocart. Yes, sir. Perhaps, I should point out that the 
amounts that are apportioned to us are apportioned with a part ear- 
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marked for commitment which would not result in obligation. Ip 
effect what this does is increase that part, the part for commitment 
but not for obligation in the amounts that have already been appor- 
tioned to us. 

Senator Syminaton. Let us not get too deep into these accounting 
procedures. 

Is your 2.607 figure estimated as of now, or as of June 30, the end 
of this fiscal year? 

General Boaart. This is the actual status on May 31. 

Senator Symineton. It might go up or down? 

General Bocart. They are all for small amounts. 

Senator SymineTon. But they automatically go up, inasmuch ag 
they are taking out a quarter of a billion dollars which you could 
obligate? 

General Bocart. Only in effect. There will be no change in the 
actual apportionment. 

Senator Syminetron. You are actually saying you get the quarter 
of a billion back after July 1? 

General Bocart. That is correct. We will be allowed to go right 
ahead and obligate it. 

Senator Symineton. Therefore, it should be considered unobligated 
funds? 

General Bocarr. That is right. As of July 1, it is available to us 
for 

Senator Symincton. So you are close to three billion that is unobli- 
gated? 

General Bocart. That is true, but in this $2.6 billion, there are 
funds which we would not request for apportionment because we do 
not request, for example, funds for first destination transportation, 
non-definitized spares. What we do is request apportionment in the 
procurement accounts and in the no-year accounts against what we 
anticipate we will require for obligation and commitment. 

Senator Symineton. You are really saying, under this silly business 
of demanding complete financing, that you are automatically getting 
a lot of money you do not need at that time. 

General Bogart. That is correct. 

Senator Symincton. Therefore, automatically, by regulations, you 
are forced to take money you actually do not want, because of a 
theoretical situation. 

General Bogart. That would be one of the effects. 

Senator Symineton. That is an extraordinary way to do business. 

As I understand it, as of now, there is nearly $3 billion of unobli- 
gated funds held by the Department of Defense or/and the Bureau of 
the Budget which have not been allocated to the Air Force for com- 
mitment. Is that right? 

General Bogart. That is true. 

Senator Symrncton. How much else is there besides that? How 
much additional unobligated funds to you have? Would it be 2.867 
from 4.3? 

General Bocarr. This total amount here also includes the reim- 
bursement. It would be about that amount from 5.5, no, from 5.7. 

Senator Symineron. It will be 2.9 from 5.7? 

General Bocart. Yes, sir. 
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AIR FORCE FINANCIAL SITUATION 


Senator Symineton. It would be 2.87, so actually the Air Force 
has less money that is unobligated on its own books than the amount 
which is being held away from it by the Department of Defense and 
the Bureau of the Budget. 

General Bogart. That would be about it. 

Senator Symineton. What a pretty story. 

I have no further questions at this time. 

Senator ELLENDER. General, you gave us the figure of $12.4 billion 
a moment ago; does it relate to all of the appropriations made to the 
Department of the Air Force? 

General Bocart. Yes, sir; those are the total figures stripped of 
unearned reimbursements. 

Senator ELLENDER. When you speak of contracts already entered 
into, are we to understand that only $12 billion is not paid for? I 
understood it was much greater than that. 

General Bocarr. As of the end of fiscal year 1957, there will be 
12.3 in the contracted-for but not-yet-paid-for category. 

Senator ELLENDER. And that is in aircraft and related procurement, 
operation, and maintenance, and all other appropriations? 

General Bocarr. Yes, sir; with the exception of the unearned reim- 
bursements; in other words, where we have not gotten deliveries we 
do not pick them up in here and that would be an additional charge of 
600 or 700 million dollars. 

Senator ELLeENpDER. I must vote now. While I am away, I would 
like you to make a calculation. Suppose we did not appropriate 1 
nickel for this year, how much money would remain in your various 
appropriations going into fiscal year 1959? 

General Bogart. On June 30, 1957, our unexpended balance will 
be, in total, $16,579,100,000. 


UNOBLIGATED BALANCES 


The unobligated balance will be $5,763,200,000. If you did not 
appropriate any funds in fiscal year 1958, we would have available to us 
for obligation only the $5,763,200,000. Of that amount, $2.6 billion 
is not yet available to us for commitment because it is still in the Bureau 
of the Budget. We have not requested it. This total amount of 
$5,763,200,000 is not yet contracted for, but parts of it are committed 
and the whole thing is earmarked. 

Senator ELLENDER. You mean committed to take care of contracts? 

General Bogart. That is right, which are not yet signed. The 
whole amount is earmarked to complete our program. 

If we did not have any further money, the chances are that we would 
just about break even because of the contracts which we have, the 
effort type contracts or the contracts which are committed but not 
obligated which we would have to terminate. We would end up with 
some pieces of equipment, but we would be able to break just about 
even, assuming that our termination charges on the effort type con- 
tracts which we have for product improvement, for the long-lead-time 
items and so forth—assuming that those termination charges would 
not be too great—we would break even by getting the additional 
2 billion 6 which is available to us in the Bureau of the Budget. 
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General Asensio. We would break even as of June 30 and next 
year we could not turn a wheel. 


Senator ELuenpDER. I asked the question to find out how much 
money you had on hand. 

General Bogart. The total of that including all of our management 
and stock funds would be the 5.7 billion. 

Senator ELLenpER. I mean both figures. 

General Boaart. The $16.579 includes the unobligated balance— 
the $5.7632 billion. 

Senator ELLENDER. We are getting deeper and deeper now, how- 
ever, I am not finding fault. 

General Bocart. That is correct, sir. The $16.6 billion includes 
the unobligated balance, sir, of $5.7 billion. 

Senator ELLenpEr. If we did not give you another dollar you would 
have on hand to spend and to obligate approximately $16 billion. 

General Bogart. That is correct. 

Senator Symineron. Does that $16.3 billion include the money 
that was appropriated but not apportioned to you? 

General Boacarr. The $2.6 is in there. 

Senator Symrneron. I want to be sure, because it has never been 
possible for me to spend money I did not have. What is that figure? 

General BoGcart. $16,579.1 billion. 

Senator Symrneron. How much of that has not been apportioned 
to you? 

General Bocarr. This is as of June 30, so $2,607.7 is the figure. 


Senator Symineron. Actually, you now have on hand slightly under 
$14 billion; is that correct? 

General Bocarr. That is correct. 

Senator Symineton. To be exact, $13,973 million. 

General Bocarr. That is correct. 

Senator Symincron. But you had taken away from you $250 
million? 

So you have $13,723 million; is that right? 

General Bocarr. That is right. 

Senator Syminaron. That figure is about double your annual 
procurement; is that correct? 

General Bogart. This is in all accounts. 

Senator Symineton. I am talking about all accounts, procurement, 
maintenance, operations, pay, etc. 

General Bocarr. Our total availability there, sir, is about 16. 
Last year for fiscal 1957 it was 17.7 billion. 

Senator Symineron. You now have availabile money that you can 
actually use totaling 13.823 billion as of today, roughly? 

General Bogart. That is right. 


PRIOR YEAR EXPENDITURES 


Senator Symineton. How much money did you spend last year 
that would compare to the amount available for you to spend this 
year? 

General Bocarr. Our actual expenditures for fiscal year 1956 were 
$16,748 million in all accounts. 


Senator Symineton. Now, we are cutting the mustard. What was 
that figure? 
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General Bocarr. The actual expenditures for fiscal 1956 were 
$16,748.8 million. ee ; 

Senator Symineton. My point is, Mr. Chairman, that the Air 
Force today has actually on hand, available to spend, billions of dollars 
less than it actually spent in the last fiscal year. Inasmuch as there 
are so many long-term commitments from the standpoint of some of 
its procurement, that is a good record. If I am wrong, correct me, 
but if you spent $16 billion plus last year, and as of now have $13 
billion, you have actually considerably less than 1 year’s lead time in 
money as against your expenditures in 1956? 

General Bocarr. As of right now, that is correct. 


DEFENSE OF AIR FORCE FINANCING METHODS 


Senator Symineton. Therefore, I say the article which appeared 
a week ago Saturday by some so-called high authoritative Pentagon 
oficial, about flagrant violations in Air Force procurement practice, 
based on the record presented to this committee is unwarranted. 
I congratulate the Air Force, if this is true, that you only have $13.723 
billion to obligate at the moment when, in the last recorded fiscal 
year, you actually spent $16 billion. Thank you, Mr. Chairman. 

Senator ELLENDER. I am not going to go further into the question- 
ing, but you did state that last year you actually spent $16,748.8 
million. 

General Bocart. Yes, sir. 


CURRENT-YEAR EXPENDITURES 


Senator ELLENDER. How much will you have spent during this 
year, fiscal 1957? 

General Bocarr. Our current estimate is $18,250 million, total 
expenditures during fiscal year 1957. 

Senator ELLENDER. So you spent $2 billion more? 

General Bocart. Yes, sir, we will have spent that much more. 

Senator ExLuenper. Does that $16,579.1 million include your 
revolving stock funds and your industrial funds? 

General Bogart. That is right. 

Senator ELLeNpER. So there is no question that the figures you 
have given us are moneys you have on hand from every source? 

General Bocarr. That is correct. 

Senator Syminaton. I thank the chairman for bringing up that 
point because it further improves the position of the Air Force from 
the standpoint of percentage of unobligated funds. 

Senator ELLENDER. We are trying to get the facts. 

Senator Symineton. I have learned more under this questioning 
about the Air Force budget than ever before. 

Senator ELLENDER. You may continue, General Asensio. 


LIQUIDATION APPROPRIATIONS FOR PAYMENT OF OBLIGATIONS CHARGEABLE 
TO LAPSED APPROPRIATIONS 


General Asensio. In the past, claims which were chargeable to 
lapsed appropriations have been forwarded to the General Accounting 
Office for adjudication and settlement. Public Law 798, 84th Con- 
gress, 2d session, changed this requirement and placed responsibility 
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for the processing and payment of these claims on each Government 
agency. The law, which was designed to carry out a recommendation 
of the Hoover Commission, was passed to insure more expeditious 
payment of legitimate claims to vendors, and to eliminate unnecessa 
duplication of effort by the General ‘Accounting Office and other 
governmental agencies. To provide a means for accounting, disburs- 
ing and reporting of such payments, successor appropriations were 
authorized to the established for payment of obligations payable from 
lapsed appropriations. 

The law provides for the transfer of funds into the successor appro- 
priations from the lapsed appropriations in an amount equivalent to 
the unliquidated obligations remaining therein. Separate successor 
appropriation accounts were established for discontinued appropriation 
titles only when there was no appropriation title covering the same 
general purpose. In cases where a lapsed appropriation did not have 
a current appropriation with the same title, the claims accounts of 
the lapsed appropriations were merged with the current suc cessor 
appropriation established for the same general purpose. All successor 
appropriations are available indefinitely for the payment of obligations 
chargeable against any of the appropriations from which the account 
was derived, or for the credit of any appropriation repayments (refunds 
and reimbursements). 

Personnel otherwise authorized to certify payments may certify 
for payment from the appropriate successor appropriations all claims 
administratively determined to be chargeable against lapsed appro- 
priations, except those which will continue to be forwarded to the 
General Accounting Office. 

Principally these latter types are: 

(a) Claims which were not approved for payment within 10 years 
from the date the right to payment accrued. 

(6) Claims which involve doubtful questions of law or fact. 

(c) Claims arising out of freight and passenger transportation 
services on which documentary and fiscal records to permit final 
determination of the issues involved are not available. 


(d) All tort claims. 
BUDGET AUTHORIZATIONS, ALLOCATIONS, AND ALLOTMENTS 


A third technique developed by the Air Force, which is included in 
our report, but which also merits mention here, is the revised pro- 
cedure for issuance of budget authorizations, allocations, and allot- 
ments. It is recognized that optimum fund flexibility at all levels is 
a prerequisite to accomplishment by management of assigned respon- 
sibilities in the most effective manner. Toward the end of fiscal 
year 1956 the Air Force adopted a policy whereby budget authoriza- 
tions and other management-type authorizations will be issued at the 
highest practicable level within an appropriation consistent with the 
requirements of Air Force management and with limitations imposed 
by the executive and legislative branches of the Federal Government. 
This allows the field commanders to administer their fund availa- 
bility without undue administrative restrictions, but without in any 
way impairing the stewardship of these funds by headquarters. 

Senator Symineton. What do you mean by that? 

General Asensio. On the principle that responsibility breeds 
responsibility, this is decentralizing control with proper administra- 
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tive restrictions down to the lowest possible management level so 
that we bring people up management conscious instead of having 
them arrive there in their later days. 

Senator Syminaton. What does the term “highest practicable 
level” mean—money or people? 

General Asensio. It is money, authorization. In other words, 
instead of saying, this little budget project will govern and you will 
have all of these pockets of money, we say this is the way you have 
arrived at your total which you have administered into the total at 
the appropriation level. 

Senator Symineron. And you say send us back as much as you 
can, if you can. 

General AsENsIo. Yes, sir. 

Senator Symineron. Instead of giving a fellow a rigid amount, 
you give him a line of credit and ask him to use as little as possible? 

General Asensio. That is right. 

Senator Syminaron. Can he exceed his line of credit? 

General Asensio. No, sir. 

Senator Syminatron. What is the difference between giving him a 
line of credit or a cash loan for an amount of money? 

Is there a “‘min-max”’ on the money, for example? 

General Asensto. We have in the past said, “You get this money 
for this particular purpose and no other,” and giving him a number of 
different segregations of money. That has meant that the manage- 
ment was all at top level. We want him to manage. He says why 
he needs the money and he gets it on that basis. 

Senator Symrneron. In other words, instead of giving him so much 
money for plumbing, maintenance, and construction, you give him so 
much money for his business, and you then ask him to handle his 
business as efficiently as possible and report back to you where the 
money went? 

General Asensto. That is correct, and our check is on the report 
after the fact, and on that basis we are training him to manage, and 
we can take any issue with him on the basis of that report. 

Senator SymineTon. It also gives you the opportunity to compare 
comparable operations, all through the Air Force, does it not? 

General Asenstio. Yes, sir, that is one of the virtues of it. 

Senator Symineton. Thank you. 

General AseNs1o. I have one statement that does not appear in 
here, Mr. Chairman, which I think is necessary to emphasize, and 
that is that organizations the size of the Air Force are so far-reaching 
with all the global inferences and everything else, with troops stationed 
all over the world, that what is directed today is not performed 
tomorrow but may be a question of years in actually putting it into 
effect, because we have first to issue the necessary instructions, then 
give the field a chance to comment upon those instructions, then 
allow enough time to put it into effect without losing what we have 
today. Under those circumstances, I would just ask that we be 
permitted the opportunity to enlist everybody’s patience toward our 
progress which we do not expect to make overnight. That concludes 
my statement. 

Senator ELLENDER. Thank you very much. 

Are there any further questions? 

Senator SyminecTon. I have some. 

Senator ELLENDER. Proceed, Senator. 
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TOTAL AIR FORCE REQUEST FOR 1958 


Senator Symineton. How much is the budget request for the Air 
Force for fiscal 1958? 

General AsENs10. $16,471 million, exclusive of military construction, 

Senator Symineton. How much is the military construction? 

General Asrensio. $1,153 million, or a total of $17,624 million. 

Senator Symrneton. How much of this budget request was cut in 
the House? 


HOUSE REDUCTION 


General Bogart. The total of the House reduction, sir, was $647.8 
million. However, there was a $21,500,000 add-on for transfer to the 
CAA to fund the VORTAC requirement so that the actual total cut in 
the House, sir, was $669.3 million against our Air Force request. 


RESTORATION REQUEST 


Senator Symineton. How much of the House cut are you asking to 
be restored? 

General Bocart. We are asking for restoration of $638.3 million. 

Senator Symineton. What about the approximate $31 million that 
you are not asking to be put back? 

General Bocart. Those amounts are all in the “Operation and 
maintenance” appropriation. 

May I ask Colonel Friedman to cover those amounts? 

F Colonel FrrepMaANn. $21.9 million of that total amount, Senator, is 
tied to deutschemark support. It was the committee’s opinion that 
we-could expect deutschemarks in lieu of dollars in that amount. The 
Air Force is not reclamaing although we are stating in our official 
reclama that to the extent that those deutschemarks do not become 
available we would require supplemental dollars to finance the pro- 
gram; $2.8 million is tied to printing and reproduction. This is 
dependent on approval by the Joint Committee on Printing to pro- 
cure this printed material in our procurement accounts rather than 
in jthe “Operation and maintenance” appropriation. The additional 
$5 million 

Senator SyMINGTON. 6.3. 

Colonel FrizepMan. You are right, sir; $1.3 million is associated 
with the 12.5 percent cut in headquarters personnel, which was re- 
cently directed. 

The remaining $5 million is associated with slippages in Wherry 
and Capehart acquisitions. 

In this particular respect, the committee recommended a reduction 
of, I believe, $16 million. The Air Force acknowledges some slippage 
in that. However, we feel that the phasing is such as to represent 
more closely a $5 million saving rather than the $16 million. 

Senator Symineton. Thank you, Colonel. 





ESTIMATED 1958 EXPENDITURES 


What were the estimated expenditures for the Air Force in the 1958 
budget document? 

General Bocart. The expenditures were $17.6 billion for fiscal 
year 1958. 
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Senator Symineton. What are the estimated expenditures for the 
Air Force for the fiscal year 1957? 

General Bocart. The figure in the President’s budget was $16,950 
million. We have revised that estimate to $18,250 million. 

Senator Symineton. You have revised it? 

General Bocart. Yes, sir; and we have so reported it. We are 
now carrying the $18,250 million as our estimated expenditure. 

Senator Symineton. What the new directive really does is hold 
the budget down to what it was originally estimated to be? 

General Bocart. You cannot effect it in 1957. 


CURRENT EXPENDITURE RATE 


Senator Symineton. What is the current rate of expenditures for 
the Air Force? 

General Bogart. The current rate is about $19 billion. That is, 
for the last 3 months, our rate would be $19 billion per annum. 


REASON FOR ERRORS IN ESTIMATES 


Senator Symrneron. What caused the errors in the 1957 and 1958 
estimates? 

General Bogart. As you know, we make our estimates based on 
past experience and on statistical records of expenditures against a 
program and against obligational experience. In the last 2% to 3 
years, we have been working assiduously to reduce unobligated bal- 
ances by shortening our program cycles, by shortening our own 
administrative lead time, and we have made a major effort to shorten 
the actual production lead time, by using the preproduction and long 
lead-time procurement technique. 

In addition to that, we have put into the program the ballistic 
missile programs which are financed on an incremental or level-of- 
effort type of financing because of the fact that we are not able to con- 
tract for given numbers of end items. 

The effect of all of these changes in our method of doing business 
and what we like to call our management improvements has been to 
shorten the time between first point of obligation and time of actual 
expenditure. 

As General Gerrity pointed out the other day, we have reduced our 
production lead time in the last 3 or 4 years from an average of over 30 
months down to an average of 18 months. This is reflected in this 
shortage of time between actual obligation and expenditure. 

Up until last November, our expenditure forecasts were hitting just 
on the basis of our previous experience. However, beginning with 
the month of November, the reports of which, incidentally, are 
available in January, we began to see a material increase in expendi- 
tures. 

We made our first real estimate of this new expenditure pattern 
when we got the February reports. Here we increased our estimate, 
and we went up to about, as I recall it, 17 billion 6 from our previous 
expenditure figure. Since the time when we saw this change in 
pattern, we sent teams out to the field, we have run through contracts 
and we have checked out with about 20 contractors including the 
Western Development Division people, and we believe we have a 
fix on what the expenditure pattern is now. 
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What it is actually doing is spending out very heavily in the second 
year of the program rather than spending out heavily in the third 
year of the program. What is happening to us is that during fiscal 
year 1957, and to some extent in fiscal 1958, we are getting heavy 
third year expenditures against old contracts and we are getting 
heavy second-year expenditures against new contracts. We think 
the result is a hump, and that we will level off at a somewhat lower 
general rate after fiscal 1958, but we think that it is going to be more 
than halfway through fiscal 1958 before that leveling off takes place. 
In other words, we did bum estimating, Senator. 

Senator Symincton. That is because you were better than you 
thought you would be in cutting your lead time? 

General Bocarr. Yes, sir; we knew there would be some effect. 

Senator Symineton. But not enough? 

General Bogart. That is right. 


RISES IN PRICE INDEX 


Senator Symineron. With respect to your comments on 1959, you 
also have to take into consideration the rise in the price index, rise 
in wages, in purchased materials, and so forth. 

General Bogart. That is true but that will be taken into account 
as far as we can in the pricing of our program, and while there are 
things that we are not allowed to price for, like civil service or wage 
board wage increases, as to the full extent, nonetheless, we should 
come closer on our program estimating. 

Senator Syminetron. The Secretary of Defense testified before this 
committee the first day of these hearings that he took out of the Air 
Force $4,800 million in 1953 by establishing different lead times. 
Since that time, you have done your best to further reduce those 
lead times. One of the best ways you have been able to do it is 
through these preproduction payment accounts you have been sub- 
mitting over the years; is that correct? 

General Bogart. Yes, sir; I believe that is correct. That is the 
primary method. 

General Davis is the Director of Procurement and Production, sir. 

Senator Symrneton. Here or in Dayton? 

General Bocarr. Here in Washington. 


1958 DEPARTMENT CEILING 


Senator Syminaton. We had testimony that the Department of 
Defense received a $38 billion ceiling for fiscal 1958; is that correct? 
Secretary McNeil testified to that effect. 

General Asensio. Yes, sir; he did. 

Senator Syminaton. Have you been advised as to how much of that 
is Air Force portion? 

General Bogart. At the present time, our portion is $17.6 billion 
which is the figure carried in the President’s budget for fiscal 1958. 

Senator SYMINGTON. $17.6? 

General Bogart. Yes, sir; we have had no change. 

Senator Symrinaton. What would be your estimate? 

General Bogart. $18.8 assuming we had some falloff from our cur- 
rent rate. 
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Senator Symineron. You are running ahead somewhere between 
$1.2 billion and $1.4 billion in expenditures in order to meet the pro- 
gram you have been allowed; is that correct? 

General Bocart. That is correct. 

Senator Symineton. And something has to give? 

General Bocart. That is right. 


INSTRUCTIONS FROM JOINT CHIEFS OF STAFF 


Senator Symincron. When were you advised of the expenditure 
ceiling for fiscal year 1958; and was this accompanied by any instruc- 
tions as to what particular reductions in force levels, or changes in 
military structure, you should have? 

General Bocart. No, sir; our advice of the $17.6 billion figure was 
at the time of publication of the President’s budget and it constituted 
the Bureau of the Budget-OSD assessment of the estimate. The Air 
Force did not reclama this amount at that time. This was based on 
our program which had been given to us and approved at that time. 

Senator Syminaton. The $38 billion? 

General Bocart. Yes, sir; the $17.6 for the Air Force. 

Senator Symincton. When was it that the Department of Defense 
found out, or you notified the Department, that instead of running 
at 17.6 you were running at $19 and expected to run at 18.8? 

General Bocarrt. | believe our first official submission was made in 
April. However, we had reported as early as February that we were 
running well ahead on expenditures for November, December, and 
January. 

Senator SyminetTon. So, the Department of Defense, knew from 
the Air Force in February that you were going to exceed the $17.6? 

General Bocartr. That we were going to exceed the 1957 figure. 

Senator Syminetron. Has there ever been notification to you of 
adjustment in force levels? 

General Bocarr. No, sir. We are required to report today to the 
Secretary of Defense what plan we weal have to adopt in order to 
reach this figure. That was the May 22 directive. 

Senator Symineton. What is today? 

General Bocarr. Today is the 12th of June, sir. 


CUT IN PROGRAM DUE TO CEILING 


Senator Symineron. Will the expenditure ceiling mean a cut in the 
programs regardless of whether the House cut is restored? 

General Bocarr. Yes, sir. If this expenditure ceiling were to hold 
and, of course, we have no indication yet that it will, this expenditure 
ceiling would be—— 

Senator Symineron. You have no indication that it will not either? 

General Bocarr. No, sir; but it would be the controlling factor. 

Senator Symrineron. The question that comes up again and again 
in one’s mind is whether or not a program established by the Joint 
Chiefs of Staff and the President, with the advice of the National 
Security Council, and based on the relative strength of the possible 
enemy is a matter of planes and carriers, and divisions, and trained 
people; or is it a matter of dollars? Always before the Defense De- 
partment has claimed the defense levels were a matter of forces; and 
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not of dollars. But how can that be true based on what is now going 
on? That is the purpose of most of these questions. 

Do you see inconsistency in first coming before the Congress to 
ask for a restoration of a $600 million cut in fiscal 1958 appropria- 
tions and then the Congress finding out that you have been given 
an expenditure ceiling that fiscal year; and also a May 22 directive 
cutting off the use of a quarter of a billion dollars of your obligational 
authority for fiscal 1957 which the Congress of course had already 
approved. 

General Bocart. I do not think so, sir, in that we are told that 
this is not an expenditure ceiling but we must assess what would 
have to be done to do this. At the present time we have not been 
given this figure as an absolute ceiling. In fact, we are assured that 
it is not. 

Senator Symineton. When were you assured? 

General Bocart. We have been assured in the last few days, sir, 
that this is not a ceiling. The exercise we have been doing is to 
prepare a plan to show what would be the effect on our program of 
getting down to the $17.6. 


TESTIMONY OF SECRETARY M’NEIL 


Senator Symrneton. The testimony of Secretary McNeil reads as 
follows: 

We have been informed that considering the anticipated revenues of the Gov- 
ernment and the statutory debt limit, expenditures for the Department of Defense 
must not substantially exceed the budget estimate of $38 billion during the com- 
ing year. The current monthly rate of expenditure, however, is now running 
considerably above the annual rate of $38 billion. 

We asked who “we’’ would be and he said “authority higher than the 
Department of Defense’’; so you have been told that you cannot spend 
substantially more than $38 billion. 

General Bogart. That is correct; and I believe it is a question 
of how much more and what the effect will be. This has not really 
been assessed in the total. 

Senator Symineton. Does the May 22 directive cutting your con- 
tracting ability about $250 million increase or decrease your unobli- 
gated carryover? 

General Bocarr. It would increase our unobligated carryover. 

Senator Symineton. Is that not exactly contrary to the established 
position of the Congress regarding carryover? 

General Bogart. We have been trying to meet the desires of the 
Congress to reduce the unobligated carryovers, sir. 

Senator Symineton. The answer would then be “‘Yes’’? 

General Bogart. Yes, sir. 

Senator Symineton. How much would your unobligated carryover 
be at the end of this fiscal year? 

General Bogart. It will be $5,526.2 million at the end of this fiscal 
year. 

Senator Symineron. It was $5,763 million a while ago, plus the 
$250 million? 

General Bocart. That is right. 
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UNAPPORTIONED FUNDS 


Senator Symincton. Have all of the funds which have been appro- 
priated for the Air Force been made available to the Air Force for 
obligational purposes? 

General Bocart. No, sir; there is $2.6 billion as of May 31 which 
has not yet been apportioned to the Air Force. 

Senator SyMINGTON. We are going to try to find out what all this 
budget manipulation is all about. 


TESTIMONY OF GENERAL TWINING 


General Twining testified before the committee as follows: 


The Air Force request which is being presented to you has actually been pared 
below what I considered minimum essential a few months ago. I will speak even 
more plainly. The Air Force budget as presented to you today has already been 
reduced to a point which lies in what I consider to be a dangerous area, 

Now, since it is clear that the Chief of Staff already considers the 
budget to be less than the minimum essential for our national security, 
do you believe that the 1958 expenditure ceiling, the directive of 
May 22 cutting 1957 obligational funds and the May 21 directive 
wae procurement practices will further increase the danger to 
the United States? General Asensio, would you answer that? 

General Asensio. That would be an inevitable result. 

Senator Syminaton. From a responsible reporter we have the 
following: 

Defense spending, now running at the rate of $42 billion annually ‘must not 
substantially exceed the budget estimate of $38 billion in the coming year.” 
Assistant Defense Secretary and Defense Comptroller Wilfred J. McNeil so 
testified before the Senate Appropriations Committee this week. 

We have been over that. I have read into these hearings testimony 
from the record, so I do not have to ask you questions about it. 


We have been informed— 


he said (presumably by the Bureau of the Budget with the approval 
of the President)— 

that considering anticipated revenues, and the statutory debt limit, spending 
must be limited to that amount. 

To the best of your knowledge, that was his testimony? 

General Bocart. That is correct. 

Senator Symineton. The testimony continues— 

These instructions differ from the tentative spending ceiling for the current 
year of $36 billion, which was not a rigid directive. It is estimated now that 
defense spending in the current fiscal year will reach $38,500 million and endanger 
a balanced budget. 

Is that correct to the best of your knowledge? 

General Bogart. Yes, sir. 

General AsEensio. Yes, sir. 

Senator SYMINGTON (reading): 

It was brought out additionally that the Defense Department is asking for 
the restoration of $1,220 million of the $2% billion cut by the House in new 
obligational authority. 

To the best of your knowledge, is that correct? 

General AsEnsio. Yes, sir. 
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Senator Symineton. At the same time, it was shown that two 
recent directives of Secretary of Defense Charles E. Wilson would 
cause a reduction in Air Force contractual authority for this and next 
year of an amount not yet determined, but variously estimated at 
between $1 billion and $3% billion. Since that time, the letter of 

rotest which the Secretary of the Air Force sent to the Secretary of 
Tisinine has given a specific figure. P-—100 funds would be cut $3.4 
billion; P-200 funds, $800 million. This dealt with what would 
happen unless directive 7200.4 was modified. To the best of your 
knowledge, is that correct? 

General Bogart. Yes, sir; those figures are correct. 

Senator Symineton. Do you not think General Asensio, that it is 
somewhat inconsistent for the Defense Department to protest these 
relatively minor reductions in the Air Force where, at the same time, 
they established, or attempt to establish these tremendous arbitrary 
reductions under the guise of better financial practice? 

General Asensio. It would appear so to be, if the direetives are 
firm. 

Senator Symineron. When they were written, do you think Mr, 
Wilson was kidding? 

General Asensio. No, sir, but I think the financial action had to 
depend upon an assessment of the result. 

Senator Symineron. There was nothing in the directive, however, 
that made it look like it was not firm, was there? 

General Asens1o. No, sir; it was quite specific. 

Senator SymincTon. Inasmuch as it was issued 2 weeks after the 
first signed letter from the Secretary of the Air Force protesting it in 
the beginning, the chances are that it was given consideration before 
issuance, assuming that the Secretary of Defense gives consideration 
to the opinions of the Secretary of the Air Force. It was studied at 
length before it was issued, was it not? 

General Asrensro. I think that is a fair assumption. 

Senator Syminctron. Now, an additional protest from the Air Force 
was signed as of May 31? 

General Asrensio. Yes, sir. 

Senator Symrnaton. We have been told that some of the results 
of this would be the elimination of various items which I will not detail 
here, but the facts are that if you hold to this arbitrary fiscal ceiling 
regardless of forces, if the Secretary of the Air Force is giving the facts, 
you would have to decide where you would cut $4,200 million out of 
the Air Force, would you not? 

General Asensio. Yes, sir; out of the program. 

Senator Syminetron. Unless you get some relief from the directive. 

General Asensio. That is right. 


REDUCTIONS IN AIRPLANE AND MISSILE PROGRAMS 


Senator SymineTon. One thing that especially disturbed me in the 
protest from the Secretary of the Air Force to the Secretary of Defense 
was that not only would you be forced to cancel airplanes and reduce 
your airplane program, but also you would have to reduce your missile 
program. He specifically used the word “missile.” 

General Asensio. I was not present. 

General Bocarr. This is correct. 
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Senator SyMINGTON. Over a period of years, to be sure we under- 
stand, you have had this preproduction payment category, which you 
have defended first before the Department of Defense, then before the 
Bureau of the Budget, and, finally, before this committee; is that 
correct? 

General Asrensio. That is correct. 

Senator Symineton. That practice with respect to this category has 
been going on at least 4 years. Is that correct? 

General BoGart. Since 1951. 

Senator Symineton. That is surprising. That is 6 years, then, 
that you have defended this preprocurement production item. You 
have utilized that method so as to carry out your instructions from 
DOD to cut lead time to a minimum, without at the same time in- 
creasing cost; is that right? 

General Bocart. That is right. I should point out we have mate- 
rially increased the amount in there to cover these long-lead-time 
components. When we started, it was pure engineering and tooling. 
Now it is engineering, tooling, and long-lead-time components, and 
that has been going on for 3% years. 

Senator Symineron. This article states: 

This practice allowed the Air Force procurement offices to get an early start on 
the components with a long lead time without asking for funds for the entire 
program. 

General Bocarr. That is correct. 

Senator Symineton. I do not want you to comment, but make this 
statement for the record. When the Department of Defense comes 
up here and says that what has been running into hundreds and hun- 
dreds of millions of dollars, over a period of 6 years has suddenly 
become a great surprise and shock to the Department of Defense, 
that is hard to understand or believe. Apparently they now wish to 
establish policies which automatically make it impossible for you to 
fulfill the President’s program. They are going to have a hard time, 
in my opinion selling their sudden surprise to the committee or the 
Senate. It clearly looks like a devious method of cutting defense 
expenditures for fiscal reasons, regardless of what was at the same 
time done to the agreed-upon defense program. 

This article continues: 

The new directive is intended to stop this practice, the so-called installment 
buying. 

Of course, that phrase is absurd. To the average person, install- 
ment buying is putting up, say, $50 down on a $500 washing machine; 
is it not? 

General Bocart. Yes, sir. 

Senator Symineron. It does not involve buying a motor of a wash- 
ing machine, or buying the trays of a washing machine. 

So the phrase itself is meaningless, is it not. 
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STATEMENT OF BRIG. GEN. WAYMOND A. DAVIS, DIRECTOR, 


PROCUREMENT AND PRODUCTION, DEPUTY CHIEF OF STAFF, 
MATERIEL 


PREPRODUCTION PAYMENTS 


General Davis. Yes, sir. 

Senator Symineton. General Davis, you have had procurement 
experience? 

General Davis. Yes, sir. 

Senator Symineton. Am I correct in that? 

General Davis. You are entirely correct. 

Senator Symineton. I would not say that the phrase was deliber- 
ately misleading in its application; but certainly it is misleading to 
the average person. 

Their idea of installment buying might be that you were cheating; 
that is you were putting down money for something you actually did 
not have money for; is that right? 

General Davis. That is very confusing to the layman, yes, sir. 

Senator Symineton. Thank you. 

Now, this article continues: 

If the Air Force were to ask for obligational authority to fund completely the 
programs for which preproduction authority has been obtained it would need an 
additional budget authorization of something between 2 and 3 billion dollars. 

Would you care to comment on that? 

General Bogart. I believe that would be certainly very close. 

Senator Symrncton. If therefore you acceded to the instructions 
in this directive, despite the tremendous criticism that has come to 
the Air Force over recent years about unobligated carryovers, you 
would be forced to ask the Congress for from 2 to 3 billion dollars 
more money that you would have no use for at this time? 

General Davis. That is the inevitable result. 

Senator Symrneron. Is that correct? 

General Davis. Yes, sir. 

Senator Symineton. Thank you. 

Now, the article continues: 

No new authorizations are proposed nor are likely to be granted if asked for in 
such amounts, so the net result is that Air Force programs already approved by 
Congress are set back 1 or 2 billion dollars and cannot be funded until the budget 
for 1959 is presented. 

General Bocart. That would be the alternative, sir. 

Senator Symincton. You see, what we want to do is to find out 
just what it is that this administration wants. 

Four years ago the planned wing structure for the Air Force was set 
at 137 wings. This year we were told that for various reasons that 
plan was to be cut to 128 groups, but actually it was cut to 123 groups 
because they slid the Matador unit in as a wing and added four airlift 
units which had not been considered wings before. 

Now, if they want to cut this further down from 123 wings, why 
naturally the Congress would like to know about it, would like to 
know why, would like to know the details, else it operates blind when 
it appropriates the money. 

And I might add it operates on the basis of having been told things 
that are not correct. 
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SLOWDOWN OF PAYMENTS 


Continuing with this article, it says: 


The Defense Department calls this an effort to establish good uniform financial 

ractices throughout the Department. The Air Force however sees it as an 
administrative maneuver to force it to slow down and cancel vital programs al- 
ready approved and funded by Congress. 

General Asensio, do you agree with that? 

General Asens1o. I don’t know that I could agree with the fact 
that the Air Force as a whole sees it that way, but from my position as 
Comptroller it is effecting a reduction in the program which is not 
contrived and since it is resultant you can only find out what the pro- 
gram effect is in a rather haphazard manner after you apply pre- 
sumably in the best direction the financial transactions that you have 
to go through. 

Senator Symincron. General Bogart, will you comment? 

We have a right to get the facts, under the Constitution of our 
country. We have a right to know what is going on here. 


INTENT OF DIRECTIVE 


General Boaarrt. It is very difficult to say what the Air Force as a 
whole feels the intent of this directive was. 

Senator Symineton. What is your personal honest opinion about 
the intent? 

General Bocart. I think the directive was put out in an effort to 
control expenditures. I think that was the purpose of it because 
expenditures is the crucial point of this whole problem. 

I don’t think it would do it by itself for fiscal year 1958. In other 
words, we have to do much more than the directive would call for to 
control expenditures in fiscal 1958. 

Senator Symineton. When you say control expenditures, you do 
not mean increase expenditures? 

General Bocart. No, sir; I mean to hold expenditures to the level 
which was established by the President’s budget, $17,600,000. 

Senator Symincton. That means you believe the directive was put 
out to decrease expenditures? 

General Bogart. I believe that was the intent; yes, sir. 

Senator ELLENDER. You mean below what was reduced by the 
President? 

General Bocart. No, sir. 

Senator ELLENDER. At whatever level was fixed. 

General Bocart. That is right. 


DOMINANCE OF FISCAL OVER FORCE SITUATION 


Senator Symineton. At this point is it not an entirely fair state- 
ment to say that the fiscal situation became completely dominant as 
against the force situation. 

General Bocart. I think so insofar as the directive is concerned. 

Senator Symincton. There could be no other answer, could there? 

General Bocart. I don’t think so. 

Senator Symincton. That would seem especially true in that you 
were not told what part of the forces to cut. It was strictly a matter 
of dollars as against security; is that not correct? 
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General Bocart. That is true, sir. 

Senator Symineton. Thank you. 

I became interested in this a week ago Saturday, because a high 
Pentagon authoritative source said the Air Force was guilty of flagrant 
violation of good purchasing procedure. 

Then we had the Comptroller of DOD come up here and say in a 
prepared statement that the Air Force was guilty of ‘unsound 
financing.”’ 

Those were the two words, I believe. Am I correct, General Moore? 

General Moors. That is the substance. I don’t recall the exact 
words, but that in substance, it was that. 


NAVY PROCUREMENT METHODS 


Senator Symineton. Thank you, sir. 
Yet this article says: 
The Navy has used preproduction methods for a long time to get new ships 

that have been authorized. 

To the best of your knowledge, is that correct? 

General AsENsIo. Yes, sir. 

Senator Symineton. Nobody has a higher opinion of the Navy 
than I have. But I got a great kick out of Mr. McNeil explaining 
how to handle long lead time items right before this committee with 
large and well-prepared charts and pictures to show how supercarriers 
were purchased; and then the next thing you know we spent about 
an hour listening to where the Navy also deviated from the policy 
for which the Air Force was being criticized. When it comes to 
planes, Navy purchase policy is exactly in accordance with Air Force 
practice; is that correct? 

General Asrensio. Yes, sir; along very similar lines. 

Senator ELLenprR. Will you permit me to make an observation? 

Senator Symineton. Certainly. 

Senator ELLeNpDER. I always understood that you had fully financed 
your end item, whether it be carrier or airplane. 

General Bocarr. That is right. 

Senator Symineron. Let me read on in this most informative 
article: 

The Navy has used preproduction methods for a long time to get new ships 
that have been authorized. The aircraft carrier Forrestal, for example, was 


started with an appropriation of $124 million to provide for production facilities 
and designs and so forth. 


The rest of the funding amount was asked for in the following year. 


So again I say when the administration finds itself in a fiscal jam, 
and starts looking around for a place to save expenditures, why do 
they not blame others, too. Why, once again do they take ‘it all 
out on the Air Force? It is now clear the Navy buys planes the 
same way. 

We want to be fair and right. We had Secretary Quarles before 
this committee. He is now Deputy Secretary of Defense, but I 
think he testified that he prepared the first letter of protest against 
this directive, then changed jobs and it was actually signed by 
Secretary Douglas. 

But he made a very thorough study of this matter because I talked 
to him that Saturday and he also was worried about the “high Penta- 
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gon source”’ article in question. Later Secretary Quarles testified 
that legally and morally he was satisfied that all buying the Air 
Force had done in this connection was entirely right and proper. 


He had no criticism. Is that the way you feel about it, too, General 
Asensio? 


General AsEnsio. Yes, sir. 

Senator Symineton. General Bogart? 
General Bogart. Yes, sir. 

Senator Syminaton. General Davis? 
General Davis. Certainly. 


LEGAL AUTHORITY FOR OBLIGATIONS 


Senator Symineton. You have never placed an order for one 
penny’s worth of goods for which you did not have the money appro- 
priated by Congress? 

General Davis. That is correct. 

Senator Syminetron. That is entirely correct? 

General Davis. Yes, sir. 

Senator Syminecton. Now, this article continues: 


To provide for an Air Force of 137 wings the then Secretary of the Air Force 
and now Under Secretary of Defense Quarles, asked the Defense Department for 
$21,070 million. This was reduced in the President’s budget request to Congress 


to $17,145 million, including the construction budget. This has been further 
reduced in Congress by $669 million. 


We understand you are asking to get back $638 of that $669 million; 
is that right? 


General Bocarr. Yes, sir. The figure is slightly incorrect. The 


request in the budget, the President’s budget, including military 
construction, was $17,746 million. That was reduced before we came 
to the Senate by $122 million in construction. So the correct figure is 
$17,624 million instead of $17,145 million as quoted in the article. 
Senator Symrnetron. Thank you. 
Then it says: 


The reduction from the Air Force request down to the budget estimate resulted 
in the effective reduction of the Air Force from 137 to 123 wings. Although the 
administration calls that 128 wings, 1 of the wings is a Matador missile wing 


and 4 were made by organizing existing separate squadrons already in existence 
into wings to make the Force look like more. 


Is that correct? 

General CALLAHAN. Senator Symington, it was the election of the 
Air Force to introduce into the major force structure those particular 
units and identify them as wings. It was a matter of moving the four 
troop carrier assault wings from what we had identified previously as 
flying support and putting them up with the troop carrier airlift forces 
which we were carrying in the heavy and medium categories in the 
137-wing strength. 

Senator SymineTon. Well, if you had not made any reduction in 
the wing-structure program, you would have come up here to defend 
a 142-wing program; would you not? 

General CALLAHAN. That is correct, sir. 

Senator Symineton. That makes the point. 
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PURCHASE OF INEXPENSIVE TRAINER PLANES 


Now, here is a new one on me. I did not know about it. It ig 
shocking if true. I read the article as written: 

Another trick was to boost in the budget the number of planes to be ordered: 
It was obvious that budgetary limitation would permit the purchase of onl 
between 1,200 and 1,300 aircraft in 1958. With an active inventory of 20, 
aircraft and an obsolescence figure of 7 years, between 2,500 and 3,000 planes 
must be purchased annually to keep the Air Force modern. To beef up the low 
figure, more than 200 relatively inexpensive trainers were added to the procure. 
ment to bring the total to 1,515. 

General Davis, you are in procurement? 

General Davis. Yes, sir. 

Senator Symineron. Is what I have stated correct? 

General Davis. Yes, sir. 

Senator Syminerton. Is it correct that 38 percent of the modern 
1,515 airplanes the Air Force is buying are trainers? 

General Davis. Of the 1,515 airplanes, 33 percent are trainers. 

Senator Syminecron. In other words, one-third of the 1,515 airplanes 
we plan to buy—in what fiscal year? 

General Davis. That is fiscal 1958. 

Senator Symineton. Are trainers? 

General Davis. Yes, sir. 

Senator Symineron. Now, the final paragraph of this article reads: 

The administration has never faced up to the financial implications of the Air 
Force program. Today, the Air Force feels that it is preferable to make a further 
reduction in wings than to maintain a facade of larger number that is neither 
modern nor ready. 

Will you agree with that as desirable practice? 

General Asrensio. Yes, sir; of necessity, we want a going concern 
since we are dealing with a force in being. If we are not honest with 
ourselves we are treating with something that is not there. 

Senator Symineron. Back in 1953 an expression was coined “‘paper 
wings”. You would rather have less wings that were not paper than 
more wings that were paper, would you not? 

General Asenstio. I have never seen a true accomplishment from 
a paper wing. 

Senator Symrineton. If this fiscal limitation, regardless of force 
level stands, as I follow what you say, it would be better to reduce 
the present program; is that right. 

General Asensio. Yes, sir; I think that would be unavoidable. 

Senator Symineton. General Callahan, do you agree with that? 

General CaLLAHANn. Yes, sir; I do agree that there should be some 
reduction in the number of wings. 

Senator Symineton. Unless enough money is put up to obtain, 
operate, and maintain the program the President has told the Ameri- 
can people is essential for our security against possible Communist 
aggression then the program must be changed—else the Administra- 
tion is fooling the people. 

General Catuauan. If the money is not there to support the wings, 
we should reduce to a number of wings that we can support. 

Senator Symineton. Mr. Chairman, I thank you for your courtesy 
in letting me ask these questions. 

Senator ELLenpeEr. It is a privilege. 

Senator Symineron. Thank you, sir. 
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TOTAL AMOUNTS ON PARTIAL FINANCING BASIS 


Senator ELtenper. Now, General, I do not desire to have any 
argument with you or my good friend from Missouri, on the matter of 
partial financing or full financing, but I would like for the record the 
amount of contracts made on a partial financing basis. 

It is my understanding that it was the order of the day to have par- 
tial financing insofar as plant construction and tooling, but as the 
House stated in its report, it was never intended that there exist par- 
tial financing with respect to the purchase of airplanes or other pro- 
curement. 

General Asensto. I would like to ask this, Mr. Chairman: I would 
like to draw up a definition of partial financing which is satisfactory 
to you and get your approval of that first. Because the term is sus- 
ceptible of so many definitions. 

Senator ELLENDER. To me, full financing exists when you have the 
money in hand for the complete end item. 

Partial financing exists when you have the total amount to purchase 
only a part of the end item. When you appeared before Congress in 
the past for money for 1,000 planes you received the money to pur- 
chase the complete plane and not a part of the total number. 

General Asensio. If you were going to get a thousand over a period 
of 2 years, but divided it 500 per year, you would not call that partial 
financing? 

Senator Ettenprer. No. The contract would have to be entered 
for 500 one year and 500 for the other. That is what I would call a 
fully financed project. 

General AsEnsio. Yes, sir. 

Senator ELLENpDER. Do you get the idea? 

General Asensio. Yes, sir; we can get that information. 

General Davis. It is still a matter of definition. 

Senator ELLtenpmEr. I understand that. 

General Davis. We can do that, Mr. Chairman. There is one 
area I am in doubt about. That is where we finance on a preproduc- 
tion basis——— 

Senator ELLENpDER. I am only interested in finding out the amount 
involved in the so-called partially financed contracts. 


REASONS FOR CHANGING BUDGET STRUCTURE 


Senator ELLenpER. General, I was informed that the appropriations 
“Aircraft and related procurement, procurement other than aircraft” 
and “Operation and maintenance” were involved in significant budget 
structure changes for fiscal year 1957. As an example, replenishment 
of aircraft spares and parts used to be under ‘‘Operation and mainte- 
nance.’ It is now under “Aircraft and related procurement.” Base 
maintenance supplies and equipment used to be under ‘‘Operation and 
maintenance.” It is now under “Procurement other than aircraft.” 

Will you give us an explanation of why that was done? 

General Asens1o. The Air Force suggested these changes and bas- 
ically they were aimed toward establishing aircraft and related pro- 
curement and procurement other than aircraft as capital accounts and 
the “Operation and maintenance” as an operating account. 
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Therefore, the property acquisition, except for local purchase or the 
base or stock-fund purchase, was removed from “Operation and main- 
tenance” and all purchase of articles was put in these other accounts, 

Senator Ettenper. When you speak of spare parts and spares to re- 
plenish an aircraft, why should that not be under “Operation and 
maintenance” ? 

General Asensto. That was the way we used to do it, but the parts 
were so varied and bought under procurement contract, and it just 


fitted in with the whole works to have that under “Aircraft and re- 
lated procurement.” 


Senator Ettenper. Was that the sole reason / 

General Asensto. Yes, sir. 

Senator. ELLenper. It was not due to the fact that one appropriation 
was on a year-to-year basis and the other was on a no-year basis? 

General Asensto. No, sir. 

General Bocarr. We pulled all our personnel—for example, sir, our 
procurement personnel used to be provided for in the “Aircraft and 
related procurement” appropriation. 

We pulled those over into “Operation and maintenance.” What we 
were trying to do was to get all of our noncapital costs insofar as pos- 
sible into “Operation and maintenance,” you see, and all of our capital 
costs, including the modification, the modernization of the aircraft 
into the procurement accounts. 

For example, the periodic overhaul of aircraft is carried in the “Op- 
eration and maintenance” appropriation because that is strictly an op- 
erating cost whereas the procurement of equipment and spares of that 
sort for these aircraft is a capital investment and part of our inventory. 

So we tried to get them all spread that way. This was done with 
the fiscal year 1957 budget, sir. 

Senator Ettenper. That is where I obtained the information. 

General Bogart. Yes, sir. 

Senator ELtenper. Ground-support equipment for aircraft and mis- 
siles used to be in “Aircraft and related procurement”; now you have 
it in “Procurement other than aircraft.” Why was that transfer 
made? 

General Bocarr. Because that was ground equipment. We have 
tried to get the “Procurement other than aircraft” appropriation to 
cover all capital investment which is not airborne. 

Generally speaking, everything that is left in “Aircraft and related 
procurement” is airborne or directly tied to the provision of airborne 
equipment. 

Senator Evienver. Airborne electronic and communications equip- 
ment was removed from “Procurement other than aircraft” and put in 
“Aircraft and related precurement.” Why? 

General Bocarr. Exactly for that reason, sir. You see, it is air- 
borne equipment, it goes into the aircraft and is purchased normally 
at the time we purchase the aircraft, as part of the Government-fur- 
nished equinment. We put them all together. 

Senator Er:enver. The objective was, as you say, to place all capital 
investments under “Aircraft and related procurement” and “Procure- 
ment other than aircraft”? 

General Bocarr. Yes, sir. 


Senator ELtenper. Were you prodded into doing that by the Budget 
Bureau ? 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 947 


General Bocarr. No, sir; we developed this concept and had it ap- 

roved finally by the Department of Defense and the Bureau of the 

udget. It took quite a time to arrange this and get it so that we 
were meeting all of our criteria, but we succeeded in doing that with 
the fiseal 1957 budget submission. 

Senator ELLenper. Here is an item, “Procurement and administra- 
tion costs.” 

PERSONNEL CUTS 


General Bocarr. This was the personnel I was speaking of that we 
pulled out of “Aircraft and related procurement” and put in “Opera- 
tion and maintenance.” 

Senator ELtenper. Since the services are rendered in the procure- 
ment field, why should it be removed from “Aircraft and related pro- 
curement” and transferred to “Operation and maintenance”? 

General Asrensi1o. These are personnel costs, civilian personnel. 
They are services. Therefore, they are part of the total operation 
even though they deal with procurement activities. 

Senator E.Lenper. Are we to understand that all procurement per- 
sonnel are paid out of O. and M.? 

General Asensro. That is correct, sir. All Government personnel 
are now concentrated, that is, civilian personnel are now concentrated 
in the “Operation and maintenance” appropriation. 

Senator ELLenper. You have no civilian personnel in either “Air- 
craft or related procurement” or “Procurement other than aircraft” ? 

General Asensto. Except in the “Research and development” ap- 
propriation where there is an O. and M. section in the R. and D. 

Senator EL.itenper. Has that simplified matters? 

General Asensto. It has very much so, sir. 

Senator ELtenper. That was, as you say, the motivation ? 

General Asensto. Yes, sir. 

Senator ExLtenper. Senator Dworshak. 

Senator Dworsnak. General Bogart, I have been listening with a 
geat deal of interest to the discussions of the budget. I am sure that 
everybody agrees on the overall objective that we want an efficient 
national defense. We recognize that there are certain threats in the 
world today. Sometimes they may be overmagnified, but we have to 
be prepared with striking power, and we want to defend this country 
under all circumstances. 


RESTORATION REQUEST 


Now, as we look at the budget for the Department of the Air Force, 
you are asking for restoration of $638 million. Is that correct? 

General Bogart. That is correct. 

Senator DworsHak. That apparently is about 4 percent of your 
budget request for fiscal year 1958. Is that correct ? 

General Bogart. Yes, sir. 

Senator Dworsnak. It seems to me that, while $638 million is a lot 
of dollars, that 4 percent is not a large percentage segment. I wonder 
if it is not possible to do some cutting back and some reducing of 
spending from the projected budget submitted by the President so 
that we can economize without in any way impairing our national 
defense status? Do you not think that could be done to a large extent ? 
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General Bocarr. Senator Dworshak, 4 percent does seem like a very 
small part of a total budget of this size. However, I must point out 
that our programs were very closely priced. We reduced this budget 
several times before finally considering it the absolute minimum that 
we could live with. We feel that in each of these areas of reduction 
that we have a very valid reason to ask for the restoration in order 
to stay on the program which we had established. 


COMPARISON WITH 1957 BUDGET 


Senator Dworsnak. Is it not true that your budget request for 
1958 is almost identical with the appropriations for fiscal year 1957? 

General Bogart. Very nearly; yes, sir. 

Senator Dworsuak. Within a few million dollars. 

General Bocarr. Very nearly; yes, sir. But our program is con- 
siderably up above the fiscal 1957 program. 

Senator DworsHak. We are not increasing the number of wings. 
What are we doing that justifies a continual increase in defense spend- 
ing for the Air Force? 

General Bocart. We are building up a large number of program 
items, sir, which are not related to the number of wings. For ex- 
ample, the SAGE system is building up very rapidly. That does not 
reflect itself in the number of wings. Sur aircraft control and warn- 
ing system itself is building up considerably. In addition to that, as 
we eliminate the B-36 wings, for example, which have 30 aircraft; we 
are bringing in B—52 wings which have 45 aircraft. 

In addition to that, we are building up the tanker force with the 
KC-135 tankers. All of these things cost additional money, sir. 

We have ground in every management improvement that we can 
think of and we still think on the basis of the President’s budget as 
submitted, that we are going to be very tight in this area. Now the 
one that always appears to be susceptible of reduction is operation and 
maintenance. 

We have a very considerable coverage of that which we would like 
to give you a little later when our witness for operation and main- 
tenance is on. I think you will understand what our problem is, sir. 
It is not just a question of taking a few dollars out on a very logical 
rationale, which the House did. But it is a question of staying on a 
program which is already very, very tightly financed. 

That is our problem. 

Senator Dworsuak. Then you vigorously protest the reduction 
made by the House ? 

General Bocarr. We certainly do; yes, sir. 

Senator Dworsnaxk. There are six different categories under your 
Air Force budget. Can you not point out to the committee in any of 
these categories where some reductions can be made instead of asking 
for complete restoration of the cuts made by the House ? 

General Bogart. We have accepted some in the operation and main- 
tenance, sir, where the basis is incontrovertible. I still say I would like 
to see the whole $162.9 back. As I said, the House rationale is very 
good, sir. It is just a question of tightness across the board. 








om eet ae 





“so me oO Se - Sy “Vv 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 949 


POLICY OF BEDUCING DEFENSE FORCES 


Senator DworsHak. Maybe you can enlighten me on this point. 
We read every day about the negotiations in progress on disarmament. 
I do not respond too readily to that because I think it is nice to be 
talking about the possibilities of reducing these tremendous defense 
and armament costs. We ought to try to gradually curtail them. 
But at a time when we are talking about disarmament you are telling 
us that you are constantly projecting defense lines, call them DEW 
lines, or SAGE or anything else, but is it not a fact that while you 
are talking about cutting the cost of defense, at the same time you 
are insisting that in order to adequately protect our country we have 
io continue to spend more money, more money, more money? Maybe 
it is justifiable but it is difficult for me to justify it. 

General Bogart. I believe, sir, that the Chief and the aan have 
testified that we have no reason they can see as yet to cut our defense 
forces. The Secretary of Defense stated that he thought it was abso- 
lutely necessary that our people who are dealing with these matters 
deal from a position of strength rather than a position of weakness. 


RECALL OF FORCES SERVING ABROAD 


Senator DworsHak. I can agree with that conclusion. I want to 
make this additional observation: During the past few days we have 
read in the news dispatches that it is planned to recall some of our 
military forces serving abroad. Will that be reflected in reduced 
budget costs in any way? Maybe that does not apply to the Depart- 
ment of the Air Force as much as the other services. 

General Bocarr. It does not apply to us, sir. We have nothing in 
this program that involves that. Obviously if it involves a reduc- 
tion of the total force it should be reflected in the budget later. 

Senator Dworsuax. That means the recalling these forces overseas 
and paaping them in service in the United States will not mean much 
saving 
General Bocarr. There will be an adjustment of some sort; yes, 
sir. 

General CaLtuanan. There are a few adjustments of that nature, 
but they were in the program at the time this budget was prepared 
to my knowledge. 

Senator Dworsuax. Then, General Bogart, you would prefer to 
have some other witnesses testify as to the possibility of restoring some 
of the cuts which have been aeih or retaining some of them ? 

General Bocarr. Only operation and maintenance. We will have 
each of these covered by the appropriate witness. He will address 
himself in each case to the need for restoration. 

Senator DworsHak. To the specific appropriation. 

General Bogart. Yes, sir. 

Senator DworsHax. Thank you, Mr. Chairman. 

General Bocarr. Mr. Chairman, may I speak off the record for a 
moment ? 

Senator ELtenper. Surely. 

(Discussion off the record. ) 
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IMPORTANCE OF FLEXIBILITY IN APPLYING CUTS 





Senator Ertenper. General Bogart, suppose the Senate desires to 
agree with the House cuts. Would it be advantageous if the cuts were 
not earmarked but simply left to your discretion for application ? 

General Bocarr. Yes, sir; that flexibility would be of advantage 
to us. 

Senator Ettenper. All right, you may proceed. 
Senator Symineron. May I ask a question there ? 
Senator ELtenper. Surely. 


TOTAL PREPRODUCTION PAYMENTS SINCE 1951 


Senator Symincron. Do you have the amount of preproduction pay- 
ments by years from 1951 to now ? 

General Bocarr. I do not have them with me, but I can get them. 

Senator Symineron. How much did they amount to, roughly? Was 
it $100 million a year? or $200 million? I think we had a figure of 
$375 million 1 year. 

Mr. Prircnerr. Yes, sir, and I would like to say it graduated. 

General Bocarr. This is Mr. Pritchett, who is Chief of my Pro- 
curement and Research Division of the Budget Directorate of the Air 
Force. Can you give the answer to that ? 





STATEMENT OF DUNCAN PRITCHETT, CHIEF, PROCUREMENT AND 
RESEARCH DIVISION, AND BUDGET DIRECTORATE OF THE AIR 
FORCE 


PREPRODUCTION PAYMENTS 





Mr. Prrrcnert. I don’t have the specific figure, but it was graduated 
in that fashion over 1951, 1952, and 1953. It started out small and 
then it got a little larger. 

Senator Symincron. How much was the largest figure ? 

Mr. Prircuerr. Sir, I don’t recall back that far. I prefer to 
furnish it for the record if I may. 

Senator Symrneron. It would be a quarter of a billion dollars, you 
would think ¢ 

Mr. Prrrcenerr. Yes, sir; Iam sure it would be. 

Senator Symineton. It has always been defended before this 
committee ? 

Mr. Prircuerr. Yes, sir; up through 1956 it was a separate budget 
project under this appropriation—budget project 134. 

Senator Symineton. You presented these matters to the Depart- 
ment of Defense before you presented it to the Bureau of the Budget? 

Mr. Prircnetr. Yes, sir. 

Senator Symrncron. Were you in on this meeting yourself ? 

Mr. Prircuerr. Yes, sir. 

Senator Symineron. Were they presented to the Comptroller, Mr. 
MeNeil, and his staff? Were they presented to his staff? 

Mr. Prircuetr. Yes, sir. 

Senator Symineton. They run as high as $250 million a year? 

Mr. Prircuert. I recall one at least that high. 
(The information requested follows :) 
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Preproduction costs as reflected in the President’s budget, fiscal year 
1951 to 1958, inclusive 


[In millions of dollars] 


Estimate | _. Estimate 
Fiseal year : in budget | Fiscal year: in budget 


295. 3 


POLICY OF FULL FUNDING 


Senator Symrineton. I would like to read in the record a statement 
made by Secretary Wilson before this committee a few days ago: 

In the Defense Department we believe in full funding, as we call it, of the 
programs approved by the Congress. In other words, if we are going to start 
aship, let us say a Forrestal carrier, we ask Congress for all the money to com- 
plete it. But as we purchase that ship we first buy the hull and the other long- 


lead time items and we postpone the obligation or placing the order with the 
contractors, when we have a shorter lead time, as long as we can. 


So while some of the money is not obligated in the strict sense that if we do 
not go ahead with the project we would have cancellation costs, in our mind 
itiscommitted toa program. It is programmed but not obligated. 

If the practice that has been going on for a period of years and 
defended before, and approved by, the Department of Defense, is now 
considered wrong, then the Secretary’s statement to this committee 
is obviously wrong. I am sure Mr. Wilson would be the first to agree 
with that. Am I correct, General Moore, in your opinion? You are 
on Mr. McNeil’s staff. 

General Moore. I don’t quite get the significance of that. 

Senator Symineron. If the Secretary of Defense tells the committee 
in May that we have always had full funding and that we have never 
placed an order in any other way, then the kindest thing we can say 
about Mr. Wilson is that he is ignorant of preproduction payment 
practices. Is that not correct ? 

General Moore. I believe it is manifest that he was not very familiar 
with all of the details. 

Senator Symineron. Do you think that is true also of the Comp- 
troller ? 

Senator Ertenper. Mr. McNeil stated that he learned of the matter 
in March and the directive was issued as a result of his report made to 
Mr. Wilson. 

Senator Symincton. I just discovered last night in reading over the 
galley printed record, that the Secretary of Defense went on record a 
few days ago, before this committee, that everything was fully funded. 
Apparently everything has not been fully funded, either in the Navy 
or Air Force, over an extended period of years. I asked the Comptrol- 
ler why he felt Secretary Wilson had never known about this. He said 
Mr. Wilson had a lot of things to think about. 

Now I am asking if you believe the Comptroller knew about it. 

General Moore. I do not think I am in a position to state before 
this committee precisely what he knew. I am, however, rather closely 
associated with him in the office. 

Senator Symrneron. Did you know about it? 

General Moore. I was not charged with the responsibility. 
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Senator Symineton. Did you know about preproduction payments} 

General Moors. In cond. 

Senator Symrineton. You know how to read a balance sheet in the 
presentation of a budget; do you not? 

General Moore. I think so. 

Senator Symrneron. When you come to something like preprodue. 
tion payments, what do you think it means? 

General Moore. In one sense it means what was explained in detail 
in connection with the Forrestal. 

Senator Symincton. Wait a minute now. You are a member of the 
Comptroller’s staff. 

General Moore. I am a special assistant to Mr. McNeil. 

Senator Symrneron. That is a member of his staff; is it not? 

General Moore. Sure. 

Senator Symrneron. Mr. Pritchett, you say that for years this pre- 
production payment item on the budget has been presented in detail 
to the staff of the Comptroller ? 

















PREPRODUCTION ACCOUNT 





Mr. Prircuert. Sir, the preproduction account in the aircraft ap- 
propriation so far as I know was started in 1951 under a separate 
budget project under that title. 

Senator Symineton. That has been the testimony. 

Mr. Prrronerr. In each year, and I have been in this since 1954, 
directly responsible for some of these appropriations, each year we 
have presented in our formal presentation to the Office of the Secretary 
of Defense and the Bureau of the Budget the detail of the preproduc- 
tion account. It might not always have been in the line item detail 
they would like, but it was there. It showed the items that we knew 
about and it showed our estimate of the balance of them. 

Senator Symineron. It showed what you were buying in the nature 
of long lead-time component parts; did it not? 

Mr. Prircuett. Yes, sir, and our witnesses always testified on them. 

Senator Symincton. Your witnesses always testified to the Depart- 
ment of Defense, to the Comptroller of the Department of Defense 
staff ? 

Mr. Prircnett. Yes, sir; the staff and the Bureau of the Budget, 
normally in a joint meeting. 

Senator Symrneron. Did Mr. McNeil attend any of those meetings, 
or all of them, or none of them ? 

Mr. Prrrcuertt. Sir, in the meetings which I have reference to, 
which is at a somewhat lower level, I do not believe he was present. 

Senator Symineton. Do you remember who was present? 

Mr. Pritcuett. I remember Mr. Irving Roth over a period of years, 
Mr. Sidney Singer, Mr. Bert Barber, several others. Mr. Sandford 
Leach of the Bureau of the Budget. 

Senator Symrneron. And to all those people this was explained? 

Mr. Prircuett. Yes, sir. 

Senator Symrnecton. Then there must have been some hitch in get- 
ting this information higher up; do you not think so? 

Mr. Pritcuett. Sir, I really do not think that. 

Senator Symrncton. You would not accuse the Secretary of Defense 
of deliberately making a misstatement to the committee ? 
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Mr. Prirenertt. I certainly would not. 

Senator Symrneron. You heard what I read of his testimony ¢ 

Mr. Prircuerr. Yes, sir. 

Senator Symineton. That is inaccurate; is it not? 

Mr. Prirenert. Sir, I have not read the testimony before. 

Senator Symineton. Let me be sure we understand each other on 
this. Mr. Wilson says: 


In the Defense Department we believe in full funding, as we call it, of the pro- 
gram approved by the Congress. In other words, if we are going to start a ship, 
let us say a Forrestal carrier, we ask for all the money to complete it. 


Mr. Pritcuert. Sir, if you are talking about the preproduction 
account you could consider if you ask for the money in the preproduc- 
tion account, that was full funding of the preproduction account. You 
might interpret it that way. 

Senator Symrneton. That is right. That is the way I would inter- 
pret it. But now Mr. MeNeil is criticizing the Air Force. This is 
very important. 

Mr. Prircuett. Yes, sir, and I have interpreted it that we were fully 
funded under the preproduction account when we stated how much we 
had in the seemed ition account and what it was for. 


Senator Symrneron. You explained it that way to the Department 
of Defense? 


Mr. Prircnerr. Yes, sir. 

Senator Symrneton. Now the Comptroller comes before this com- 
mittee and states that you have been guilty of “unsound financing” 
because you have not had full funding. 

Mr. Prircuertr. Yes, sir, I understand that is what he said. 

Senator Symineron. And a “high authoritative source” in the Pen- 
tagon says that this is a flagrant violation of good procurement prac- 
tice ; and that it has been a shock to the Secretary of Defense. 

Inasmuch as you are testifying, and presumably you are giving us 
the facts, that over the years the Air Force has presented this matter 
in considerable detail to the staff of the Comptroller’s Office and that 
therefore at least the staff knew about it. Either there is calculated 
deceit going on in this picture in order to cut expenditures, or it is 
a fact that the staff of the Comptroller did not acquaint the Comptrol- 
ler, and he in turn therefore did not acquaint the Secretary of De- 
fense with what was going on. In any case the Secretary of Defense 
did not know what was going on, else he would not have written what 
he did in this report in May. Isthata fair position to take? 

Mr. Prircnerr. Yes, sir, I think it is. 

Senator Syminoton. Thank you, Mr. Pritchett. 


PURPOSE OF PREPRODUCTION ACCOUNT 


Senator Ettenper. Mr. Pritchett, may I ask you one question ? 

Mr. Prrrcuerr. Yes, sir. 

Senator Et.enver. In the beginning the preproduction charges were 
intended to be used for procuring the tooling and the construction of 
plants to build aircraft? 

Mr. Prrrcuett. Sir, it was never intended for plant construction as 
such, 

Senator E.tenper. Not tooling? 
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Mr. Prircnerr. Tooling; yes, sir, as distinguished from the tools, 
which is jigs and dies that go into the plants to start the production 
line. 

Senator ELLenper. That was the original purpose. 

Mr. Prircuerr. Yes, sir. Sir, I have been directly associated with 
this since 1954. Prior to that I cannot personally testify. But as I 
recall, at that point in time it covered that type of anes plus the 
procurement or the protection of lead time in order to be able to pro- 
cure in the so-called program year those long lead time components 
that you needed to buy to complete the program you were laying out. 

Senator ELtenper. That was the case as far back as 1954? 

Mr. Prrrcnerr. As far as I can remember. 

Senator Symineron. I congratulate you, Mr. Pritchett, for your 
frank and forthright testimony in this regard. 

Mr. Prrrcuerr. Thank you, sir. 

Senator Symrneron. You have completely vindicated the Air Force 
osition. If there has been a mistake, the testimony now shows it has 
een strictly in the Department of Defense; and has had nothing to do 

with the Air Force. 

General Moore, if I am incorrect in saying that based on the evidence 
I wish you would tell me because that is the way I see it. Do you 
agree ? 

In other words, if the Air Force has been presenting this account 
over a period of years, according to these gentlemen, and I believe you 
will agree they are telling the truth to the best of their ability, and 
the Secretary does not know about it, you cannot blame the Air Force. 
Is that a fair statement ? 


EFFORT TO CONTROL 





EXPENDITURES 


General Moore. You cannot blame the Air Force for anything that 
the Secretary does not know, especially if it is true, and I have no 
basis for denying what has been said, that the data was furnished to 
the staff and was not furnished to the Secretary. I doubt seriously 
whether I should add to this comment, but since I have been asked 
and have answered 2 or 3 questions, I think there is a deep-seated 
desire on the part of the Secretary and Mr. McNeil to accomplish 
something in order that they can control expenditures. When I say 
that I am casting no reflections on the Air Force. I am not casting 
any reflections on the staff or anybody else, and I am not positive that 
the steps they have taken are the right steps to do it. But I do not 
think much credit has been given yet to the possibility that there was 
a sincere desire on their part to do something to keep these huge a 
propriations within the metes and bounds of what they told the Con- 
gress they were going to do with them. 

Senator Symincron. You say there has not been much credit given 
to the Department of Defense. There has been a great deal of dis- 
credit given unfairly to the Air Force in articles from so-called high 
authoritative sources in the Pentagon, the identity of whom has not 
been revealed. It goes further than that. The Comptroller himself 
has come before this committee, with a prepared statement, in which he 
volunteers that the Air Force has been guilty of unsound financing. 
Now the Air Force comes before this committee and states that it 
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went into great detail with Mr. McNeil’s staff to get the approval of 
this type and character of financing. 

Now where does that leave us? 

General Moore. I think that they came to a drastic realization that 
the practices followed by the Air Force had resulted in what might 
well be termed an untenable position. That is, you wish to character- 
jze an untenable position, a case where the expenditures in one short 
period of a year were likely to be $2 billion more than had been 
estimated. 

Senator Symineron. No, that does not add up. That is just bunk, 
inmy opinion. The highest figure Mr. Pritchett can remember in this 
preproduction account is around $250 million, less than 2 percent of 
the total Air Force budget. Therefore, all this talk of “unsound 
financing” and “flagrant violation of good business practice” is a 
totally false accusation, based on my business experience. What it 
actually amounts to is now clear. 

If you only bought around 2 percent of what was needed in order 
to avoid long delays, then the powers that be put out a directive which 
states you have to have everything purchased in a package at 1 time, you 
can use that little 2 or 3 percent to stop the purchasing of billions and 
billions of dollars of material already programed in order to take care 
of a fiscal situation. That is exactly what the letters of May 7 and 
May 31 of the Secretary of the Air Force to the Secretary of Defense 
proves is going on, because he says if this directive is not changed 
promptly you are going to cut the Air Force $3.4 million in P-100 funds 
and $800 million in P-200 funds; total, $4,200 million. 

If this committee does not do anything else in the interest of national 


security, the Chair’s bringing this matter before the public and the 


Congress means we all now know that it is going to be necessary to 
either reduce the forces to new levels, regardless of what the President 
has promised the people, or get more money. On that the Deputy 
Secretary of Defense was decisive in his testimony. I understand—I 
was not here but read the record—that he was later fully supported in 
this by Mr. McNeil. 

General Moore. I would like to add to that, Senator, since I have 
gone as far as I have. 

Senator Symrneron. General, you and I have been a long time at this 
together ; about 12 years, it is not ? 

General Moore. It is really longer than that. 

Senator Symineaton. I have great respect for you. 

General Moore. Since we have had a separate Air Force. I was 
associated with the War Department prior to that time, it goes way 
back to 1934. 


COMPLICATED BUDGETARY PROBLEMS 


But another thought, and this is my own thought, and I am not 
accusing anybody of doing anything wrong, either the Air Force, 
Army, Navy, or Marine Corps, or the Office of the Secretary of De- 
fense, but I think for once this discussion has brought on the table a 
better understanding of some of the most complicated problems that 
this Nation has ever been confronted with in the budgetary field. 

Senator Symineron. I just said so to Senator Ellender. 

General Moore. I say that after having sat in an attempt to serve the 
Department and the committee at the same time. Because I have no 
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ax to grind other than that and when I finish this job I do not go to any: 
other. 

But I hope that from all of this we have a definite understanding of 
how much this defense that we must have is going to cost. That is No.1. 

No. 2, that everybody concerned, including the Congress and the 
Office of the Secretary of Defense, the Bureau of the Budget, and the 
President, has at least a fair understanding of how it is to be handled 
and administered. 

Senator Symrneron. I make this observation, General. 

After this I hope that when the administration, based on the testi- 
mony we have had this afternoon, makes a fiscal mistake they don’t 
come up here and try to plaster it on one service. They come up and 
say, “We made a mistake. We are sorry,” and then ask for the money 
they need. 

Honesty is the best policy. 

General Moore. That is the principle I have always found to be 
sound. Once you admit a mistake that closes that deal and they go into 
the next one, because it is no longer of any interest. 

Senator Symrneron. I am glad you and I are in agreement. I was 
confident that before we got through we would be. 

Senator Dworsnax. What would the service be without buckpass- 
ing, General? You would not take that away, I hope? 

General Moore. I think that is inherent among some people in all 
military establishments. 

Senator Dworsuak. It is a tradition. 

General Moorr. Among some people. 

Senator Symrneton. Let us be fair and eliminate the word military. 

Senator Exrenper. I know of buckpassing in organizations other 
than the military. 

General Moore. I have never been accused of it. 

Senator Dworsnax. I did not say that you had. I just stated why 
would you want to deprive the services of the prerogative of buck- 
passing. If you take that away you are going to have a lot of trouble. 

Senator Symrneron. You understand, General, no Senator ever 
dreams of doing any buckpassing. 


SCOPE OF AIRCRAFT PROCUREMENT APPROPRIATION 


Senator Ettenper. While we are still on that subject, I would like 
to read from the fiscal year 1958 justifications, covering the purpose 
and scope of the appropriation, “Aircraft and related procurement.” 


This program finances the procurement of complete aircraft ready to be flown 
away from the manufacturer’s plant. Each flyaway aircraft carries a cost which 
represents not only the cost of manufacturing the airframe but also includes the 
cost of equipping it with installed powerplants, armament, communications-elec- 
tronics equipment, photographic equipment, instruments and auxiliary equip- 
ment. Additional costs included in this program consist of preproduction costs, 
fabrication tooling and other startup costs incident to the airframe structure 
and contractor-furnished equipment provided by the airframe contractor ; product 
improvement incident to the airframe structure; static test articles, hookups and 
prototype of the aircraft or incident to the production of the airframe. Service- 
test items furnished or produced by the airframe contractor; flight tests, tech- 
nical data, and handbooks procured with the end item; and first destination 
transportation of items provided for under this program. 


At the beginning of this justification, it is stated that funds are re- 
quested to finance the complete end item. 














DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 957 


General Bocarr. That is correct, sir. We show in our program de- 
tail, and we are talking program here, we show in our program detail 
the entire cost of the aircraft complete, each model and each type. We 
add those up and at the bottom we show a deduction of preproduction 
credit. 

Senator Exrtenver. Now preproduction credit, what would that in- 
clude? 

General Bocarr. That would be the amount that had been paid in 
the previous year against the 8 sabe og cost of those aircraft. 

Senator Extenper. Preproduction cost includes tooling and other 
startup cost. 

General Bocarr. Yes, sir. 

Senator E.tenpver. As I understand that language it is for the pur- 

ose of furnishing necessaries to carry out a contract. 

General Bocarr. And the long lead-time protection. 

Senator Eirrenper. Where do you get that from this language? 

General Bocarr. That shows here, sir, as part of our preproduction 
account. That is page 28. 

Senator ELLenper. On page 28 I notice— 

Preproduction provides for basic production engineering, basic production tooling, 
long lead-time materials, and contractual services associated with preproduction 
activities in the current year in anticipation of, and to speed up, volume produc- 
tion in subsequent years. This preproduction requirement consists of: 

(a) initial steps preparatory to production of new aircraft, engines, and 
major weapons systems, including— 

(1) Conversion of experimental designs to production drawings, 


(2) Necessary surveys and studies concerning appropriate tooling to be 
used for production quantities, 


(3) Designing and construction of jigs, dies, fixtures, and other produc- 


tion devices, and aids to be used both by the prime contractors and main sub- 
eonstractors, and 


(4) Procurement by contractors of the long lead-time raw materials for a 
limited number of early production systems. 


(b) Lead-time protection required to procure long lead-time Government-fur- 
nished components. Such funds are required to protect the production continuity 
of aircraft models to be ordered in the next fiscal year program. An example 
of this type of requirement is the engines where the lead time for the engine or 
component thereof is longer than the lead time of the aircraft itself. 

General Bocarr. The fire control systems are in the same category, 
as they are in the long lead category. 

Senator E.tenver. That is in the justifications ? 

General Bogart. That is it, sir. 

Senator E:tenper. I wonder why Mr. McNeil was so surprised to 
find out you were doing partial financing with all this in the record ? 

General Bocarr. I still think this is a matter of interpretation, Mr. 
Chairman. 

Senator ELitenper. It certainly has riled the members of the Appro- 
priations Committee. It has always been my understanding that there 
was no such thing as partial financing. Whenever you ordered X 
number of planes, you were supposed to have the money on hand for 
all components. 

General Bocarr. We have just been derelict in our explanation of 
this, sir, because this is exactly what we have been doing. 

Senator Symineton. What do you mean, you have been derelict? 
Mr. Pritchett just said you have explained it over a period of years 
in detail to the staff. 
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General Bogart. Senator Ellender says he did not understand jt, 
If so, we have not made it as clear as we should. 

Senator Exxenper. All right, General. 

General Bocarr. Mr. Chairman, inasmuch as we have covered jp 
considerable detail the matters of financing, including the statements 
on requirements for Air Force appropriations for the fiscal year 1958, 
the unobligated balance, and the requirements for restoration which we 
propose to submit on the House action on our request for fiscal year 
1958, I should like to suggest that in the interest of the committee's 
time it may be desirable to insert my statement complete in the record 
at this point. If that is satisfactory to the committee I would like to 
invite the attention of the committee to my last chart, which is a part of 
my statement. 


PREPARED STATEMENT 





Senator ELtenper. General, your full statement will be placed in 
the record at this point. You may proceed to make an explanation of 
its contents to the committee. 

General Bogart. Thank you, Mr. Chairman. 

(The statement referred to follows :) 


STATEMENT OF MAJ. GEN. Frank A. BoGart, Director or Bupéet, DEPUTY CHEF 
OF STAFF/COMPTROLLER 





Brief biographical sketch.—Born in Warren, Pa., January 12, 1909. At- 
tended Colgate University : graduated from United States Military Academy, 
1931. Graduate of Coast Artillery School (regular and advanced courses); 
Command and General Staff School; National War College. From 1931 to 
1941 held various Zone of Interior and oversea assignments. From 1941 
successive assignments as follows: Construction Branch, G-4, WDGS; Op- 
erations Division, SOS; Planning Division, ASF; Assistant Chief of Staff, 
United States Military Mission to Moscow; Planning Division, ASF; Policy 
and Program Section, G4, WDGS; Assistant Chief of Staff, Logistics, Alas- 
kan Command; Executive Officer, DCS/Materiel Headquarters USAF; Sup- 
ply Policy Division, OSD; Logistics Division, SHAPE. Director of Budget, 
Headquarters USAF since March 1954. 

Mr. Chairman and members of the committee, since General Asensio touched 
on our fiscal year 1958 estimates in general terms, I would like to treat each ap- 
propriation in somewhat more detail, as a prelude to the detailed justifications 
which will ensue, and to present more detail as to the technical aspects of our 
total request, including obligations, expenditures, unobligated and unexpended 
balances, ete. 

Before going into the detail of the estimates, however, I should like to review 
briefly the Air Force budget development process and the many factors which 
ean affect our budget estimates and fund administration for a given year. The 
size and composition of the estimates for fiscal year 1958 at significant points in 
that development process are indicated on this chart. (Chart 1.) 





PREPARATION OF THE FISCAL YEAR 1958 ESTIMATES 





Within the Department of the Air Force, the preparation of each annual budget 
is initiated by the “call for estimates” which is sent out to our major commands 
and other estimating agencies, usually in January each year, for the fiscal year 
which begins 17 to 18 months later. This call announces budget policies and as- 
sumptions and refers to program guidance applicable to the fiscal year under 
consideration. Thus, our call for fiscal year 1958 estimates went out in January 
1956, and included reference to our then current program documents, which had 
been prepared during the period July 1955 to January 1956. 

The estimates from the field are submitted in July and are reviewed at Head- 
quarters, USAF, by the cognizant elements of the Air Staff and, in all cases, by 
the Directorate of Budget. Both joint and independent reviews are made it 
which thorough and detailed checks are made as to conformance to announced 
policies and program guidance, validity of formulas used in determining require 





















































- em st 


eee sen te Ae ae 





it, 


l in 
nts 
O58, 
| We 
year 


‘ord 
6 to 
t of 


1 in 
n of 


nded 


view 
vhich 

The 
its in 


udget 
1ands 

year 
1d as- 
ander 
1uary 
a had 


Head- 
es, by 
de in 
anced 
quire- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 959 


ments and in converting requirements to dollar needs, consistency with eee 
jective of performance Fi a missions with optimum economy, and elimina- 
‘ apping or duplication. 

tion of or Stat Acaamandaeioes are then formally presented to the Budget Ad- 
yisory Committee, which is chaired by the Director of Budget and Sees i 
sentatives from the major staff elements, as well as the Assistant Secretary for 
Financial ees as adviser. Such representation assures balance among 

financial programs. 7 : 

_ + shag the tina tee reach the Budget Advisory Committee certain 
refinements usually have been made in the program data upon which the field 
agencies based their estimates, and therefore the Air Staff or the Budget Advisory 
Committee evaluations, or both, are in the light of the most recent approved 
program data. This may result in the estimates for given projects, budget pro- 
grams Or appropriations being adjusted either upward or downward. For the 
estimates now before the Congress, therefore, the reviews were based upon a 
jater series of program documents which differed from the series used by the 
rhe recommendations of the Budget Advisory Committee are submitted to 
the Air Force Council, which is an advisory body to the Chief of Staff on many 
policy matters, including budgetary policy from the overall Air Force stand- 
point. It consists of the Vice Chief, the five Deputy Chiefs, the Comptroller 
and the Air Inspector General as regular members, and Assistant Chiefs of Staff 
as occasional additional members. 

From the Air Force Council the estimates go, in turn, to the Chief of Staff 
and the Secretary of the Air Force for final Department of the Air Force ap- 
proval. At the Chief of Staff level, the final military judgment within the De- 
partment of the Air Force is exercised. At the secretarial level, fiscal consid- 
erations are taken into account in the Secretary’s evaluation of the require- 
ments estimates in greater measure than in the preceding steps in the process. 
At successive higher levels in the review process such considerations naturally 
exert still greater influence upon the estimates, as they are placed in increasingly 
proader perspective. 

At the Office, Secretary of Defense level it is customary to have a joint Office, 
Secretary of Defense-Bureau of the Budget review of the estimates, since their 
size and complexity virtually preclude separate reviews in the time which re- 
mains in which to prepare the estimates for approval by the President and sub- 
mission to the Congress. 

In the course of the Office, Secretary of Defense-Bureau of the Budget review, 
just as in the case of the Air Staff and Budget Advisory Committee reviews 
within the Air Force, evaluations are in the light of policies, assumptions, plan- 
ning factors, economic estimates, et cetera, as they then exist rather than as they 
existed earlier in the budget preparation cycle. During the course of these 
reviews, further decisions were made which resulted in the President’s budget 
estimate of $17,746 million in new obligational authority for the Air Force for 
fiscal year 1958. This has since been reduced to $17,624 million. 

Obviously, all of the steps involved in the process which I have described alter 
materially the character and the magnitude of the estimates, so that what ap- 
pears in the President’s budget will differ substantially from what is initially 
prepared by our major commands. It is only by such a process, however, that 
there can be presented to the Congress estimates which are adequate but rea- 
sonable in the light of the most current conditions which can be reflected in 
them. The process which I have described also serves to minimize the time 
which the Committees on Appropriations must devote to analysis and evaluation 
of the estimates. 


COMPARISON OF NEW OBLIGATIONAL AUTHORITY FOR FISCAL YEAR 1958 VERSUS PRIOR 
YEARS 


The fiscal year 1958 estimates which finally evolved from that process are 
shown, in terms of new obligating authority required, on this chart, (chart 2), 
which also shows the new obligational authority enacted for the current and past 
fiscal years. 

We show this comparison merely to put the estimates in the perspective with 
which all are familiar, and which conforms to the manner of treatment in the 
printed budget document. Such comparisons would have real significance, how- 


ever, only if new appropriations were our only source of financing, in the case of 
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continuing appropriations, primarily, but more importantly—and this applies tp 
all of our appropriations—only if ours was a stable, stagnant Air Force with 
only routine replacements being provided, with no modernization of forces or 
equipment attempted, and with no attempt made to attain and take advantage 
of technological progress. 

Since ours is not and cannot be such a force, but instead is and must be one 
that is ever increasing in quality, capability, and adaptability to changing ¢op. 
ditions, year-to-year comparisons of new appropriations lose much of the meap- 
ing which they might otherwise possess. 

To illustrate, it will be noted that our fiscal year 1958 appropriation request for 
“Aircraft and related procurement” is $6,200 million as compared with $6,8485 
million appropriated for the current year. On the surface it would appear that 
we are going downhill by almost 10 percent in this, our largest, appropriation, 
In fact, however, our service obligations in this account will be slightly increased 
in fiscal year 1958, while the total program requirements are of about the same 
magnitude as the 1957 program as presented last year. The latter program has 
Since been increased through recoupment and additional funds appropriated, 
The differences, of course, between comparisons of appropriations, obligations, 
and program requirements lie in other financing, such as reimbursements and un- 
obligated balances brought forward and carried forward from year to year, 
Similar conditions prevail with respect to the other no-year accounts, ‘“Procure- 
ment other than aircraft,” and “Research and development.” 

The availability of prior year program funds for application to a given later 
program in our procurement appropriations has arisen in the past from two gen- 
eral sources, which I will refer to again in discussing the individual accounts, 

The first of these is the recoupments which occur, for example, through con- 
tract changes, through modification of spares requirements against older pro- 
grams, or through price renegotiations upon completion of contracts. As the 
committee is aware, the Air Force has been engaged in an intensive effort for the 
last 3 years to uncover such available funds and to free them for application else- 
where. This effort has succeeded to the extent that this source of prior year 
funds is now considered to be very nearly exhausted, and no longer may be 
regarded as a significant factor in planning the financing of future programs. 

The other source of such funds lies in what we refer to as program changes, 
These stem from engineering difficulties, from changes in lead times, or from 
greater success in one area of development or procurement than in another, 
which requires rescheduling of production 


and therefore reprograming of 
funds. 


With the other recoupments substantially decreased, and ultimately dis- 
appearing for all practical purposes, such program changes will become the only 
appreciable source of prior year funds. They will, of course, provide funds in 
lesser amounts than heretofore has been the case. 

In the annual accounts, “Operation and maintenance, military personnel” and 
the “Reserve forces” appropriations, year-to-year comparisons of new obligation- 
al authority suffer less from lack of inclusion of other financing sources than 
from the character of the programs and activities financed by these appropria- 
tions. 


For example, one could not compare our $4,225 million “operation and main- 


tenance” request, which in raw dollar terms represents a substantial increase for 
fiscal year 1958, with the $3,742.7 million appropriated for the current year in 
total only, and say that $4,225 million is too little, just right, or too much, unless 
he could associate with each of those figures a single weighted factor which 
would embrace the literally hundreds of individual factors and program elements 
which are employed in the development of the estimate. Neither should the 
current year appropriations be used as bases for comparison with the budget 
year unless it could be established first that the current year’s funds are just 
right to meet requirements, which this year they are not, as General Asensio 
has already explained generally and as will be explained in greater detail later. 

The next chart (chart 3) demonstrates graphically the proportion of our total 
request that each appropriation represents. It will be noted that our “fixed 
expense” appropriation accounts, “Operation and maintenance” and “Military 
personnel,” account for 49 percent of the total, the procurement accounts 45.1 
percent, and all other appropriations only 5.9 percent. 


COMPARISON OF FISCAL YEAR 1956, 1957, AND 1958 PROGRAM REQUIREMENTS 


Before discussing the individual appropriation requests for fiscal year 1958, I 
would like to call to the committee’s attention another chart (chart 4), which 
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compares the 3 years, fiscal year 1956, 1957, and 1958 on a somewhat more valid 
pasis, namely, “program requirements.” 

By program requirements in the no-year accounts (which are “Aircraft and 
related procurement.” “Procurement other than aircraft,” and “Research and 
development”), we mean the total buying package associated with the appro- 
priation for that year regardless of whether obligations are to be incurred in that 
year or in later years. The package includes purchases for other accounts as 
well as for the Air Force. It is in terms of program requirements that the 
yarious elements of our requests for fiscal year 1958, as in previous years will 
be presented to the committee by the Air Staff witnesses, because only in this 
manner can the committee and the Congress make valid evaluations of the 
planned programs in terms of total end costs. 

In the annual appropriations, the incurring of obligations is restricted by law 
to the fiscal year for which the appropriation is made. Therefore, the only 
difference in such accounts on this fourth chart is that here we include total 
obligations, which are expected to be incurred, taking into consideration both 
appropriated funds and anticipated reimbursements from other sources. 


AIRCRAFT AND RELATED PROCUREMENT 


Turning now to the individual appropriations, the next chart (chart 5) sets 
forth comparisons between fiscal year 1957 and fiscal year 1958 on new obliga- 
tional authority, program and obligations bases. 

The $6,200 million requested in new obligational authority to finance the fiscal 
year 1958 program is $151.5 million more than the amount the Air Force 
requested for fiscal year 1957. However, in addition to the $6,048.5 million 
requested by the Air Force, the Congress appropriated on additional $800 million 
which has been utilized to accelerate the production rate of the KC-—135 tanker 
and other aircraft and missile programs in this appropriation. This amount in 
fiscal year 1958 will provide for the continuation of the modernization of the 
forces with the latest and most advanced types of aircraft, for modification of 
in-service aircraft, and for production facilities to maintain reasonable produc- 
tion capability. This appropriation also embraces the procurement and modifi- 
cation of guided missiles and missile spare components. 

It is planned to use the new obligational authority requested, reimbursements 
for inventory items to the military assistance program in the amount of $234.4 
million, other reimbursements in the amount of $38 million, and further antici- 
pated recoupments from prior years’ programs in the amount of over $1,000 
million to finance the program requirements of this appropriation for fiscal year 
1958 in the amount of $7,583 million. 

At this time last year when the budget was presented to Congress, it was 
estimated that $1.1 billion would be recouped from prior years’ programs and 
this resulted in our reducing the amount of new obligational authority requested 
at that time. As indicated in our Justification of Estimates book for fiscal year 
1958, this $1.1 billion has been recouped, as well as an additional $139.3 million 
which has been utilized to finance an increased program requirement for fiscal 
year 1956 and, also, to finance a pertion of the increased requirements for fiscal 
year 1957. However, as of December 31, 1956, there was still a requirement 
to recoup $294.9 million to completely finance the current fiscal year 1957 program. 
At present this figure stands at approximately $182 million. 

This means at the present time that in order to completely finance both the 
fiscal year 1957 and fiscal year 1958 programs in this appropriation, we must 
realize additional recoupments from prior years or generate “free” balances 
through slippages in current programs in the total amount of $1,355.5 million. 

I am sure that this committee understands the difficulty involved in predict- 
ing the exact dollars required to finance the procurement of these tremendously 
complex and varied items. While the Air Force attempts to price each of its 
projected programs with precision, there are many unknown factors with which 
we must deal in projecting these contractual requirements from 18 to 36 months 
or more into the future. In some instances requirements for aircraft change, 
spares quantities change, program slippages occur through inability to forecast 
precisely the availability of engineering data, lead-time changes, labor and 
material-cost changes and other factors influence the final amounts at which 
contracts will be negotiated. As you know, through the redetermination proc- 
esses, even the amounts initially negotiated for contracts will change during the 
course of the production of the item. In recognition of all these variables, the 
Air Force decided to project these additional recoupments of $1,355.5 million of 
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prior year funds to apply to the financing of both the fiscal year 1957 and fisea} 
year 1958 programs. To the extent that recoupments of this magnitude do not 
materialize, the Air Force would then request additional funds in time to carry 
out the programs for which we are requesting congressional approval. 

As we have explained in past years in our analyses of unobligated balances, 
our methods of buying aircraft and related items in this appropriation will] 
always result in the carrying forward of unobligated balances. However, you 
will note in the Justification of Estimates book for fiscal year 1958 that the 
unobligated balance of funds at the end of fiscal year 1958 is estimated to be 
approximately $954 million less than the unobligated balance at the end of 
fiscal year 1957. We feel we have improved the internal management of prior 
year funds by cutting off prior year programs at an earlier point in time than 
heretofore, and thus we will be on a much sounder basis when presenting the 
budget for this appropriation to Congress now and in the future. Of course, 
this eventually will result in much smaller anticipated recoupments from prior 
years to partially finance the budget, and will probably completely eliminate this 
source of financing in our budgets in future years. 


PROCUREMENT OTHER THAN AIRCRAFT 


This appropriation estimate covers the requirements for ammunition, ve- 
hicles, ground communication-electronic equipment, base support and mainte- 
nance equipment, components, supplies and materials related thereto and modi- 
fications of those equipments required to support the organizations and in- 
stallations active, or to be active, under the Air Force program. The total 
program for fiscal year 1958 is $1,640 million. However, in consideration of 
anticipated design and production delays in procurements involving $365 mil- 
lion, and anticipated reimbursements of $50 million, we are requesting only 
$1,225 million in new obligational authority to finance the above program. Our 
total obligations during fiscal year 1958 are estimated to be $1,375 million ; $948 
million against the fiscal year 1958 program and $427 million against prior year 
programs. This will leave an unobligated balance of $490 million at the end of 
fiscal year 1958 as compared to an estimated $590 million at the end of fiscal 
year 1957. 

As was mentioned previously, there is an element of “design and production 
delay” incorporated into the development of the new obligational authority re- 
quired. This differs somewhat from our treatment of the “Aircraft and related 
procurement” appropriation where, as a rule, end items are fully financed initially 
and recoupments are projected on the basis of historical fact. The design and 
production delay element, or ‘“overprograming,” as the procedure is commonly 
called, in this appropriation recognizes the fact that in an area as broad and 
complex as this, many conditions will arise which will affect the design char- 
acteristics of an item or the quantitative requirement itself and will delay pro- 
ecurement. At this time, of course, we cannot identify the items which will be 
affected. If we could do this, they would not appear in the program. We 
propose to direct a total fiscal year 1958 program of $1,640 million and to initially 
finance $1,275 million (‘“New obligational authority,” $1,225 million, plus “Antici- 
pated reimbursements,” $50 million). This leaves us in an “overprogramed” 
position of $365 million. During the course of the fiscal year 1958 we anticipate 
that these design and production delays and recoupments from prior years will 
reduce this overprograming to approximately 10 percent of the funded program. 
This overprograming, plus any items which have been deleted from the program 
during the fiscal year, would be considered for inclusion in the fiscal year 1959 
program if they can then meet the necessary criteria. This procedure allows 
the Air Force to effect timely procurement of vital equipment required and to 
demonstrate more effective utilization of funds by applying the available funds 
to those items which can be procured, and not to “sterilize” funds for items 
which, although they are a vital part of the program, cannot be procured in the 
funding period involved. 


RESEARCH AND DEVELOPMENT 


The amount requested for fiscal year 1958 for “Research and development,” 
$661 million, represents an increase of $51 million over last year’s budget request 
and $49 million less than the amount appropriated for fiscal year 1957. The 
fiscal year 1958 research and development program will continue research and 
development at approximately the same level as previous years and will finance 
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only high priority operational projects with a continuation of the same level for 
the research and operations and management functions financed by this appro- 
priation. This appropriation provides the necessary financing of research and 
development for aircraft, guided missiles, ammunition and equipment related 
thereto as well as basic and applied research directed toward the providing of 
new operational systems of the future. Funds are also provided for the opera- 
tion, management and maintenance, with the related civilian personnel and other 
related costs of maintaining the research, development and test facility complex 
necessary to fulfillment of the complete research and development effort. 
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OPERATION AND MAINTENANCE 


Our fiscal year 1958 new obligational authority request for “Operation and 
maintenance” is $4,225 million, an increase of about 12 percent over the total 
appropriated for fiscal year 1957. When reimbursable obligations are included, 
the total programs are $4,414.6 million for fiscal year 1958 as compared with 
$3,961.7 million for fiscal year 1957. 

Since there will be a full explanation later of our situation in this appropria- 
tion area, I will not dwell upon it further at this time, other than to say, as 
General Asensio did, that we are in real difficulty in this appropriation in the 
current fiscal year. 

MILITARY PERSONNEL 


This appropriation request of $3,840 million reflects an increase of $119.4 mil- 
lion over the amount appropriated and to be received by transfer for the cur- 
rent year. 

The amount requested is to provide for pay and allowances of military per- 
sonel on extended active duty, including cadets and Reserve components’ per- 
sonnel on duty other than for training. It also includes individual clothing, per- 
manent change of station movement, subsistence in kind and other miscellaneous 
costs related to military personnel. Provision has been made for the first time 
for (1) the Government’s contribution to the Federal old age and survivors’ trust 
fund under the Servicemen’s and Veterans’ Survivors Benefit Act (Public Law 
881, 84th Cong.) which was effective January 1, 1957; (2) the increased cost 
of pay and allowances for doctors and dentists as authorized by Public Law 497, 
84th Congress, and (3) the cost of reimbursing the Department of the Army 
industrial fund for transshipment of permanent change of station passengers’ 
household goods and automobiles through the Continental United States Trans- 
portation Corps terminals. 

The estimate is based on a military personnel program which provides for a 
beginning strength of 920,700 and an ending strength of 925,000. This program 
will provide for a total of 921,411 military man-years, of which 142,655 are offi- 
cers, 775,599 are airmen, and 3,157 are cadets. The estimate takes into considera- 
tion a net increase of 6,548 in average strength in fiscal year 1958 as compared 
with 1957. 

Also reflected in the fiscal year 1958 estimate, and contributing toward the 
increase in funds requested are (1) the increasing average grade and longevity 
of Air Force personnel, resulting in higher average pay and allowances; (2) 
reasonable adjustments in officer and airmen grade structures to fit the needs 
of a 128-wing force, and (3) augmentation of Military Air Transport Service 
through contracts with commercial carriers to provide for the programed in 
crease in the use of airlift for permanent change of station movement of per- 
sonnel to and from overseas. 


RESERVE PERSON NEL 


The Reserve personnel appropriation request for fiscal year 1958 in the amount 
of $57 million, which compares with the fiscal year 1957 program of $59.3 million 
appropriated, reflects a decrease of $2.3 million. This has been brought about 
by the reexamination and revision downward of the fiscal year 1957 program. 

This appropriation covers the expense for the pay and allowances, travel, sub- 
sistence and clothing of the Air Force Reserve personnel while participating in 
inactive duty training assemblies and active duty tours, and also provides for the 
personnel costs of the Air Force Reserve Officers Training Corps cadets at col- 
leges and universities and at the summer encampments. 

The Air Force Reserve program during fiscal year 1958 will consist of 24 wings 
which will be made up of 18 troop carrier and 6 fighter bomber wings. This rep- 
resents a conversion of 2 tactical bomber and 3 fighter bomber wings to troop 
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sarrier which is in keeping with our current operational requirements. To fur- 
ther enhance the combat potential of our units, we are pursuing an increased 
modernization program of F-86 and C-119 aircraft. The modernization pro. 
gram will be phased in consonance with our pilot growth. In addition, the pro- 
gram provides for other support-type units such as air rescue squadrons, aerial 
port squadrons, medical units, communication units and the like, as well as the 


training of individual reservists at 98 Air Reserve centers and at major com- m 
mands. hie 

The funds requested will provide for an increase of approximately 11,000 offi- a 
cers and airmen in the average number of Air Force reservists in a paid status pe 
to bring the average number of participants to 32,220 officers and 43,127 airmen. T 
We estimate that our individual Reserve training program will reflect a modest y 
growth of officers and airmen, with the greatest expansion anticipated in our unit a 
program. P 

In addition to our normal recruiting of prior servicemen, we are planning to c 
enlist in Reserve units 3,600 (17-18%4-year-old) airmen in the 6-month training - 
program during fiscal year 1958. Initial experience during fiscal year 1957 in- 
dicates we have the recruiting capability of meeting this program objective. : 

Also provided for is an average strength of 74,200 basic and 12,400 advanced . 
Air Force Reserve Officer Training Corps students at 179 institutions. Require- 
ments for this program include uniform in kind to the students or by commuta- 


tion to the institution, and 28-day summer encampments, including pay, travel, 
subsistence, and additional clothing, are authorized for those students who com- 
plete their basic instruction and are chosen to enter the first year advanced 
course. 

AIR NATIONAL GUARD 


For fiscal year 1958 we have estimated $263 million for the Air National Guard. 
This is an increase of $4.3 million, or 1.6 percent over the amount appropriated 
for fiscal year 1957. 

Though there are significant increases in the program for the Air National 
Guard in fiscal year 1958, a reduction in the fund requirements for major pro- 
curement and military construction enables the accomplishment of the expanded 
program with but a nominal increase in funds. 

The estimate of fund requirements is supported by a realistic growth in the 
numbers of aircraft, flying hours, military personnel, and equipment. The in- 
erease in flying hours is to accommodate the increase in number of pilots, the 
greater degree of modernization of the aircraft inventory, and the increase in 
the actual numbers of aircraft in fiscal year 1958, result in an increase in the 
estimate for operation of aircraft and logistical support. 

All these elements of increased program will, of course, require an increase in 
the support for the operation of the 136 Air National Guard installations. 

The estimate for the Air National Guard also includes the pay and allowances 
for an average of 70,600 officers and airmen who will participate in inactive duty 
training assemblies and active duty for training tours. There is an increase 
in the amount requested in this area above fiscal year 1957 since the average 
number will increase by approximately 4,900 officers and airmen. 

This phased and planned growth is in keeping with the Air Force’s policy and 
objectives to attain an acceptable degree of combat capability at the earliest prac- 
ticable date. In the Air National Guard, we are achieving as an integral part 
of the total air power of the United States, a trained Ready Reserve available 
for immediate employment in the event of hostilities. The readiness of the Air 
National Guard is directly related to the support which this committee has pro- 
vided. 

SOURCES OF. FINANCING 


The totals of the Air Force program requirements which I have discussed in 
terms of the individual appropriations are financed from the several seurces 
shown in this next chart (chart 6). As in the case of some of the preceding 
charts, we have excluded military construction since the fiscal year 1958 budget 
estimate for that account has not yet been submitted to the Congress. Neither 
have we included management and working capital funds. 

The decline, and the effect of the decline, in recoupment of prior year funds 
may be observed on this tabulation. As opposed to actual and anticipated re- 
ecoupments totaling $2,112.4 million in fiscal year 1957, we anticipate $1,425.6 
million for application to the fiscal year 1958 programs, which includes $365 
million in overprograming. As a result, while new obligational authority repre- 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 965 


sented 85.8 percent of the total financing of both fiscal year 1956 and fiscal year 


1957 program requirements, it is required to the extent of 89.3 percent for the esti- 
mates now before the committee. 


ORLIGATIONS 


During fiscal year 1958, it is anticipated that the Air Force will obligate $17,844 
million, exclusive of military construction. This compares with the $17,027 mil- 
lion and $17,405 million obligated during fiscal year 1956 and 1957, respectively, 
again exclusive of military construction. This chart is in two parts, the first 
part (chart 7A) consisting of bars, with each bar subdivided into three segments. 
The lower segment in each case represents the normal day-to-day operating ex- 
penses financed from the “Operation and maintenance” and “Military personnel” 
appropriations. The middle segment represents the obligations in our two major 
procurement areas, i. e., Aircraft and Related Procurement and Procurement 
Other Than Aircraft. The top sections represent obligations in the remaining 
appropriations, i. e., Research and Development, Reserve Personnel, and Air 
National Guard. On the detailed appropriation distribution which follows (chart 
7b), it is important to note that the increases in fiscal year 1958 are principally 
in the annual accounts for Operation and Maintenance, for Military Personnel, 
and for Reserve and Air National Guard components. These were covered in my 
previous comments on those specific appropriation areas. The obligations shown 
on this chart are gross obligations, including obligations against anticipated reim- 
bursements. Inctuded in these obligations are those which are carried in the 
President’s budget in the schedule entitled “Advances and Reimbursements, 
Air Force.” 

EXPENDITURES 


The next chart (chart 8) has the actual expenditures for fiscal year 1956, 
$16,749 million, compared with the estimated amounts of $18,250 million and 
$17,600 million, respectively, for fiscal years 1957 and 1958. All of these amounts 
include expenditures for military construction, even though that appropriation 
for 1958 is not included in the President's budget, other than as part of a proposed 
later submission. 

The current estimate of $18,250 million for fiscal year 1957 exceeds consider- 
ably the amount of fiscal year 1957 expenditures estimated in the President’s 
budget for 1958 and discussed with the House Committee on Appropriations. As 
yas pointed out in my letter of April 30, 1957, which was printed in the House 
hearings, the increased rate of expenditure in fiscal year 1957 can be related al- 
most entirely to the aircraft and related procurement account, and more specifi- 
cally to the following developments : 

1. The impact of our ballistic missile programs, which are proceeding on an 
accelerated basis. These are being financed on an “incremental” basis, which 
results in greater expenditures at earlier points in time than would be the case 
had we resorted to longer lead time forward financing. 

2. The increased rates of production in the B-52/KC-135 programs, and ac- 
celeration of the Bomare production program. 

3. The shortening of lead-time, generally, in the aircraft and missiles produc- 
tion areas. We have been working toward such lead-time reductions for the 
past 2 years. Our success in these efforts necessarily is reflected in increased 
rates of expenditure in fiscal 1957, as compared with previous years. 

4. Increasingly, contractors are taking advantage of contract provisions relat- 
ing to progress payments. 

5. Deliveries against military assistance program common item orders are ex- 
pected to be less than previously estimated. This has the effect of increasing our 
net expenditures. 

The net expenditure estimates for the current year, fiscal 1957, are predicated 
upon our receiving reimbursements from military assistance program appropria- 
tions for currently scheduled deliveries of common items to military assistance 
program recipient nations. To the extent that any slippage results in this de- 
livery program, a higher net expenditure rate will result. These expenditure 
estimates are currently under review, based on experience during fiscal year 1957 
and will, in all probability, need to be revised upward. 


STATUS OF UNEXPENDED FUNDS 


The next chart (chart 9) depicts the status of the unexpended funds at the 
end of fiscal years 1954 through 1958. The bars on the chart consist of three 
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parts, with the lower part, unliquidated obligations, covering those funds ob- 
ligated by contract or otherwise, but against which payments have not been 
made. The top section of each bar is the unobligated carryover, and the small 
segment in the middle, noted for the most part by an asterisk, represents funds 
which had expired for obligations. 

The chart reflects our latest estimates with respect to fiscal years 1957 ang 
1958 and shows a more gradual decline in unexpended balances in the years 1956 
through 1958, after the sharp reduction between end 1954 and end 1955. 

The reduction in unexpended balances during the current year is greater than 
had been estimated earlier due to the increased expenditure rate in the current 
year, which I have already discussed. 

I might add that the decrease of some $800 million during 1958 must be qualified 
to the extent that the end 1958 balance does not include any unexpended balance 
of 1958 military construction funds. If these were included the end 1958 balance 
would approximate $17 billion. 

While on the subject of unexpended balances, I would like to make Clear for 
the record exactly what these balances are composed of and why they exist. 
These balances do not represent free availability to be applied to new and unre- 
viewed program elements. 

I should like to illustrate my point by a brief analysis of our unexpended bal- 
ance as of the end of the last completed fiscal year, which was $18.5 billion, 
including anticipated reimbursements to be collected in subsequent years. 

That $18.5 billion represented authority to obligate and did not represent 
that much cash reposing in the Treasury on which interest had to be paid. As 
a matter of fact, although it does vary from time to time, the total cash balanee 
in the Treasury on any given day, for all Government purposes, is unlikely to 
exceed materially an amount between 5 and 6 billion dollars, 

For purposes of illustration, and using our largest account, “Aircraft and 
related procurement,” for this purpose, let us see why the Air Force could 
not use all of this unexpended amount to buy, say, additional B-52 bombers. 

This chart (chart 10) shows as a full circle, or “pie,” if you will, the $185 
billion total which was unexpended as of last June 30. 

The first slice we can take out of this pie, and it represents a pretty healthy 
bite, is a $12.7 billion piece which represents our unliquidated obligations as 
of June 30, 1956. This is the amount by which the Air Force was then legally 
bound, by contracts or their equivalent, for the future payment of money to 
contractors, vendors, common carriers, utilities, or military and civilian person- 
nel. To the extent of accounts payable and unpaid salaries, the Government 
was irrevocably bound to payment. As to the balance, theoretically some part 
of these unliquidated obligations could be recovered and applied to buying more 

3-52’s by canceling all existing contracts, but only (1) to the extent that they 
were unliquidated obligations in the “Aircraft and related procurement” account, 
and then (2) only to the extent that liquidated damages, which would be very 
substantial, would not offset the amount which otherwise could be recovered. 

Eliminating the unliquidated obligations then, leaves us with $5,765.8 million 
in our unexpended balance. We can next take out a small sliver equivalent to 
$26.6 million, which reverted to the Treasury at the end of fiscal year 1956 and is 
no longer available to us. This amount represents unused balances in our annual 
accounts. 

We now have for further consideration a balance of $5,739.2 million unexpended 
and also unobligated. Could we use all of this to buy any additional B-52’s? Not 





















































3 4 
quite. Our appropriation structure so compartments our funds that $1,145.1 
million of the remaining balance could not possibly be used for B—52’s since it was 
appropriated expressly for procurement other than aircraft, military construction, 
operation and maintenance, and research and development. 

Taking out that $1,145.1 million slice, therefore, leaves us with $4,594.1 million 
in unexpended and unobligated funds in the “Aircraft and related procurement” 
account which could—again theoretically—hbe used to order more B-52’s. But 
let’s also take a look at what was planned for those funds at that time. 

In the first place, approximately $1.9 billion was committed; that is, funds 
had been specifically reserved, even though not obligated by contract, for specific 
buying actions. Another $1.5 billion was programed for specific purposes which 
had both executive and legislative sanction. 

That left $1,176.5 million which we might have been able to use, for additional 
B-52 bombers out of the over $18 billion in unexpended funds that we started 
with. However, that $1,176.5 million, which had been recouped from the pro- 
grams of prior years, was specifically reserved for application to the 1957 pro- 



















































































































ars Osa 





lal] 
nds 


ind 
056 


lan 
ent 


ied 
ice 
for 
st, 


re- 


al- 
yn, 


nt 
As 
ce 
to 


nd 


a ae 


m— MoO 


wee ee 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 967 


gram, then under consideration, and the Congress was so informed. In other 
words, this amount of available obligational authority was an offset to the new 
obligational authority which the Air Force otherwise would have required for 
its 1957 program. Therefore, our “pie” is gone and the part of the $18 billion 
plus in unexpended funds which was available for discretionary spending is what 
you see left—zero. 
“ Many other examples could be used to make the same point, but all would 
lead us to the same conclusion: our unexpended balance as of any given point 
in time includes precious little that is subject to discretionary spending, because 
it is either— 

1. Money which we actually owe for goods or services received, or which we 
are legally obligated to pay on delivery, or receipt of services, in the future; 

2. Subject to reversion to the Treasury, due to the necessity of obligating 
annual money by June 30; 

8. Restricted as to use by the language of the several appropriations under 
which made available; 

4, Committed or programed for specific purposes having executive and legisla- 
tive approval; or 

5. Reserved for application to subsequent programs in lieu of new appropria- 
tions. 

UNOBLIGATED BALANCES 


The Air Force is estimating unobligated balances at end 1958 totaling $4,174 
million, exclusive of military construction, as indicated on the next chart (chart 
11). This compares with $5,238 million which we expect to carry forward at 
the close of the current year, and the actual balance of $5,395 million which was 
brought forward from fiscal 1956, (All amounts are exclusive of military con- 
struction. ) 

The amount which we expect to carry forward at the end of fiscal 1958 will 
be about the lowest practical working level attainable. The reduction during 
fiscal 1958 is expected to be better than $1 billion, as shown on the chart. That 
decrease is due in part to the fact that the amounts for 1958 do not include 
balances for a 1958 military assistance program. 

The $10.1 million shown as unobligated in the “Operation and maintenance” 
appropriation as of June 30, 1956, represents unobligated balances of anticipated 
reimbursements to be earned from military assistance fund reservations. 

I will again emphasize that these balances, although unobligated, do not 
represent amounts which the Air Force can use in any manner in which it 
chooses. All of these amounts will have been either programed for specific items 
and quantities as approved by the executive branch and the Congress, or reserved 
for application to subsequently approved programs, and substantial parts of 
these amounts will actually have been committed on the books of the Air Force 
pending actual obligation. 

Carrying unobligated balances forward from year to year is inherent in the 
execution of long lead-time programs under no-year funds, as the Air Force 
does with respect to 4 of its 8 direct appropriations. The principal factors con- 
tributing to such balances are— 

1. The Air Force purchasing policy which provides for placing contracts at 
the latest point in time which will assure delivery of material in accordance 
with planned coordinated phasing. Thus, for a particular end item those com- 
ponents having the longer lead time are contracted for early in the cycle, 
while shorter lead time components are ordered later, often in subsequent years. 

2. Amounts appropriated and otherwise made available for a procurement 
program include funds for first destination transportation. Such funds are not 
obligated, of course, when contracts for the end items are placed, but rather 
in the years in which delivery occurs. 

3. The Air Force anticipates fund requirements which will result from the 
almost inevitable engineering changes which become necessary during the course 
of aircraft production. While the amounts for each individual aircraft contract 
cannot be foreseen at the time the contract is awarded, experience does provide 
a basis for estimating overall amounts for a given program. Funds so programed 
are carried forward at the end of the fiscal year, to cover engineering changes in 
the subsequent year(s). 

4. Furthermore—and again it is impossible initially to identify where and when 
such instances will occur—it is regarded almost as a certainty that some contracts 
will not be awarded until subsequent years due to problems in development of 
specifications, due to prolongation of contract negotiations in the interests of in- 
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suring maximum protection of the Government, or due to advantage being takep, 
of latest technological developments or improved performance potentialities. 

5. Research and development projects are particularly susceptible to unfore- 
seeable technological advances. As progress is made, programs must be adjusted 
continuously, in order that full advantage may be taken of developments which 


offer the greatest promise. Program adjustments also stem from changes ip 
operational requirements. 


STOCK AND INDUSTRIAL FUNDS OPERATION 
Air Force stock fund 


During fiscal years 1957 and 1958, the operations of, and investment in the Air 
Force stock fund will undergo considerable change as a result of the single man- 
ager commodity assignments which have been directed by the Secretary of De- 
fense. The single manager assignments during fiscal year 1956 and to date relate 
to subsistence, petroleum, clothing-textiles, and medical materiel. Further 
changes had been anticipated in connection with the planned expansion and ex- 
tension of the General Supplies Division. The plan upon which the estimates in 


the President’s budget were based, however, has been modified as I shall explain 
later. 


Single manager commodity assignments 


In the case of the Commissary and Aviation Fuels Divisions, which are affected 
by the single manager assignments for subsistence and petroleum and for which 
single manager procedures have already been implemented, no significant changes 
have taken place nor will take place. The investment in the Air Force stock fund 
will not be affected, since there has been no transfer of stock ownership of these 
two commodities of supply from the Air Force to the single manager. 

In the case of the Clothing and Medical-Dental Divisions, however, significant 
changes will occur and I will highlight those which are significant, and the de- 
tails will be provided in later presentations to this committee. With the imple- 
mentation of the single manager assignments in these two divisions during the 
latter part of fiscal year 1957, the ownership of stocks on hand in Zone of Interior 
depots will be transferred from the Air Force stock fund to the single manager. 
This transfer of stocks would amount to approximately $255 million according 
to the plans contemplated by the President’s budget. The obligations in the 
Medical-Dental Division will also increase as a result of the implementation of 
the single manager concept of operations. 


Expansion and extension of the General Supplies Division, Air Force stock fund 


It had been planned earlier as provided in the President’s budget that there 
would be further changes in operations and investment in the Air Force stock 
fund, as a result of expansion and extension of the General Supplies Division, 
Air Force stock fund, as previously mentioned by General Asensio. The inclusion 
of oversea depot stocks during fiscal year 1957 would have resulted in an addi- 
tional capitalization of approximately $40 million. The inclusion of all items 
authorized for local procurement would have resulted in an additional capitaliza- 
tion of approximately $68 million. 

As I mentioned earlier, the plans for extension and expansion of this division 
of the stock fund have been modified. Subsequent to preparation of the budget 
a tentative decision was made to proceed on a pilot-operation basis as of July 
1, 1957, to the extent of at least one installation within each major command, 
and thereafter to proceed toward full implementation of the plan as rapidly as 
it was found practicable to do so. However it is now apparent that the account- 
ing problems are such that it will be more prudent and more efficient to modify 
our plans and to proceed on the basis of a limited test operation which is 
scheduled to begin July 1, 1957. It is for this reason that we are not appealing 
the House action to not increase the working capital of this fund. 


Expansion of Air Force industrial fund 


The Air Force plans to expand the Air Force industrial fund during fiscal 
year 1958 to include the Airlift Services of the Military Air Transport Service. 
The industrialization will be accomplished according to the policies and proce- 
dures pertaining to the single-manager assignment for airlift services. The Air 
Iorce has been designated as the single manager for the airlift service. Pro- 
vision was made in the fiscal year 1958 budget for the transfer of $100 million 
from another Department of Defense account to the Air Force industrial fund 
to finance the industrialized activities of the Military Air Transport Service. 
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However, the House did not act on that transfer, since the House committee 
favors direct appropriation of funds for this purpose rather than transfers from 
other accounts. Appropriate action to secure the needed working capital has 
been initiated. 

WHERRY HOUSING 


Pursuant to the provisions of section 512 of the Housing Act of 1956 (70 Stat. 
1111), the Secretary of Defense has established a revolving fund account for the 
acquisition, rehabilitation, and rental of Wherry Act housing. At the same 
time, revolving fund transfer accounts were established in each of the military 
departments for the fiscal administration of the Wherry housing programs re- 
lating to the individual departments. As a result of a directive from the Secre- 
tary of Defense on January 9, 1957, policies and procedures are being developed 
within the Air Force to implement the Air Force program for acquisition of and 
financing and accounting for Wherry housing. The details of the operations 
of this program are still in the development stage. 


HOUSE ACTION ON FISCAL YEAR 1958 ESTIMATES 


This final chart (chart 12) reflects the action taken by the House of Represent- 
atives on the fiscal year 1958 budget estimates for the Air Force. In the direct 
appropriation accounts the House approved a total of $15,823.2 million, which is 
$647.8 million less than the amount requested. However, since $21.5 million 
of the amount approved was for transfer to Civil Aeronautics Administration, 
the real effective cut in Air Force accounts totals $669.3 million. 

As I shall outline briefly at this time, since these reductions will be discussed 
at greater length in connection with the individual appropriation presentations, 
the Air Force is requesting restoration of all except $31,007,000 of the House cuts. 

In the Aircraft and Related Procurement account, restoration of the entire 
$354 million House cut is required if we are to carry out the program presented 
to the House and which will be presented to this committee. The Air Force is 
not unmindful of certain problems, such as in spares procurement, which were 
cited by the House committee in its discussion of reductions in this account; it 
has in fact, given continuous attention to them and has made substantial progress 
in their solution. However, it is felt that reductions in fund availability, in an 
already tight area such as this, would tend to make more difficult our further 
efforts along these lines. Should such further improvements as we are able te 
make result in savings, as we all would hope, then such savings would be made 
known to the Congress and would be available to offset future requirements. 

In the meantime, however, the position of the Air Force is that the full 
amount requested should be made available. Even with the full amount in 
NOA it is possible that we may not be able to fully fund the planned program, 
since we are depending in part upon recouping $1,060.6 million from 1957 and 
prior year programs to help finance the 1958 program. That we will actually 
recoup that much by the end of fiscal year 1958 is less certain now than when 
the budget was prepared. The House report indicated the belief that we might 
recoup more than we have estimated, thereby offsetting a sizable portion of 
the $354 million cut. This would require up to a 35-percent increase in re- 
coupments above what we regard now as a very optimistic estimate, perhaps 
an overly optimistic estimate. We do not believe this will occur, and, there- 
fore, ask for full restoration of the cut. 

In the procurement other than aircraft area the apparent reducton by the 
House is $78.5 million. This is because the House committee cut our estimate 
by $100 million and then the whole House added $21.5 million for transfer to 
CAA for the VORTAC program. The true cut in Air Force NOA, therefore, is 
$100 million, and we require full restoration of that amount. 

The stated purpose of the House committee in recommending the $100 million 
eut was “to effect all possible economies,” and the committee suggested reduc: 
tions in every program financed from this account. I submit that that purpose 
was already fully achieved in the estimates submitted in the President’s budget. 
The $1,225 million requested is $365 million less than the fiscal year 1958 program 
would require if we were sure that we could contract for all of the required 
items/quantities in that program. However, we recognize that some presently 
unidentifiable items will not be procurable during the buying period to be 
financed by this budget, and, therefore, request less in NOA. This is not a fiseal 
gimmick, but is an honest, efficient procedure which we have explained in full 
to the House committee, and will to this committee. We believe that it obviates 
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premature appropriation of funds in this account, that it decreases unobligated 
carryovers, and that it makes for more efficient utilization of the taxpayers’ 
money in providing the essential materiel support financed from this account. 

A reduction of the magnitude approved by the House not only would unduly 
widen the gap between requirements and funding capability, but would materially 
unbalance the overall air-defense program and could result in B—52’s being 
delivered without requisite ground handling equipment being available. These 
are only illustrative examples of the effect of such a cut. 

The House cut $12 million from our $661 million request for “Research and 
development,” without specification as to any particular programs which it felt 
should be reduced. Again the need for economy was the predominant motivation. 

While we are fully in accord with that objective, we feel that the imposition of 
this cut would not necessarily result in economy in the long run. The fiscal 
year 1958 and fiscal year 1957 programs were prepared on a closely coordinated 
basis, and, as this committee has already been informed, the $661 million re- 
quested in the budget is some $200 million less than the original Air Force 
estimate for this account. 

Within the $661 million we could provide for reasonable continuity of technical 
effort, looking at the 2 years’ programs together, on a severely austere basis. 
However, even before the fiscal year 1958 begins, there are in sight approximately 
$12 million in previously unforeseen, and therefore unbudgeted, cost increases. 
If the House cut should stand we would, therefore, have to apply it in full to 
the technical areas, which were on a bare minimum basis to begin with. 

While it is not practicable, in an area so highly complex as this, readily to 
assess the impact of such a cut in terms of specific items, projects, end results, 
or degrees of delay, to state that, necessarily, the cut would impair our capability 
of maintaining our technological lead, and would result in development being 
so slipped or diluted as to preclude the introduction into our inventory, at the 
earliest possible dates, of operational items for which requirements exist. 

In the “Operation and maintenance” appropriation, a cut of $162,880,000 was 
approved by the House. The Air Force accepts $9,087,000 of that cut uncon- 
ditionally, since the basis therefor was valid, and accepts another $21,920,000 of 
the cut on the premise that deutschemark support in that amount will be made 
available. To the extent that the deutschemark support is not forthcoming, 
equivalent dollar appropriation will be required. The $9,087,000 of which we 
are not requesting restoration, consists of $2.8 million in printing costs, $5 
million associated with maintenance and furniture for family housing, and $1.3 
million resulting from the planned reduction in headquarters civilian personnel. 
That we accept the $9 million cut is not indicative of any fault in our estimates. 
The entire $4,225 million request was properly prepared on the basis of the fac- 
tors which governed at the time. 

Approximately 50 percent of the total House cut in the “Operation and main- 
tenance” estimate was related directly to a proposed reduction of 500,000 flying 
hours, which the House committee apparently considered nonessential. We do 
not share that belief. The 1958 flying-hour program is only slightly higher 
than that for 1957. It provides for 250,000 less nontactical hours than in 1957. 
In addition, the computed flying requirements had already been reduced by $30 
million, or about 500,000 hours, by the Air Force before the budget was sub- 
mitted. Therefore, any further reduction can result only in reduced combat 
potential. This is an economy which we cannot afford under current condi- 
tions, particularly in view of the flying-hour reduction that was necessary in the 
last quarter of fiscal year 1957. 

As to the other cuts in the account, in training support, operational support, 
and travel, I will only remind the committee at this time of the nature and his- 
tory of this appropriation. It is an extremely tight budget, computed on essen- 
tial requirements and with no provision for the contingencies which inevitably 
arise. Unforeseen, and therefore unbudgeted, requirements develop every year. 
and historically in large amounts. These range from new costs resulting from 
congressional enactments and civilian pay increases made pursuant to law, to acts 
of God for which no provision is or can be made in advance. Even with the full 
amount of $4,225 million, we would be faced with finding means by which to 
reduce valid, demonstrable requirements by more than $250 million in fiscal 
year 1958 in order to live within available funds. For this reason, we urge 
most strongly the restoration which we have requested. 

Our “Military personnel” estimate was cut $38.4 million by the House. This 
was described in the House report as “a token reduction” and as “a reflection 
of the current desires and need for effecting all possible economies.” 
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The bulk of the requirements in this account result from pricings, at statutory 
rates, based upon an approved force level. Therefore, flexibility within which 
to absorb even a token reduction does not exist. This was made abundantly 
clear by the necessity to seek supplemental relief in both 1956 and 1957. 

A reduction in this account would necessitate a further reduction of 15,000 
military personnel from an already restrictive, planned level of 925,000. Loss 
of that many officers and airmen would require downward force-structure ad- 
justments which would increase the degree of risk already inherent in the 128- 
wing program. It would advance the separation dates for airmen eligible for 
separation in fiscal year 1958, thereby increasing the loss in training-cost in- 
yestment. It would result in wasteful and expensive alternate contraction and 
expansion of training programs. 

These are but a few of the undesirable results, which I recite at this time only 
to demonstrate that even a token reduction can be false economy, indeed. 

The remaining House cut, which I will discuss briefly, is of $2 million from 
our “Reserve personnel” estimate of $55 million for fiscal year 1958. This 
reflected doubt on the part of the House committee that our fiscal year 1958 
objectives in this area will be attained. It is our beltef that, as a result of tight- 
ening up the Reserve program during the current year, and based upon estab- 
lished experience factors, planned unit activations, and current personnel trends, 
our objectives are attainable. The downward adjustment in the structure of 
the Regular Establishment intensifies the need for adequate Reserve forces. 
It is our view that we should not be barred from attaining our Reserve objec- 
tives—with which no issue has been taken—merely in order to effect a nominal 
reduction in appropriations. It is felt that it would be more prudent to provide 
the means with which to attain those objectives if, as we believe will be the case, 
they otherwise will be attainable. If for some reason we do not reach our goals, 
the funds saved thereby will revert to the Treasury at the end of fiscal year 1958. 

METHOD OF PRESENTATION 

The detailed presentations which are to follow will be along the same lines as 
last year’s presentations. 

They will be less complex than last year to the extent that we do not now have 
the problem of converting data from one appropriation basis to another, which 
resulted from last vear’s changes in appropriation structure. 


We are prepared now, Mr. Chairman, to present the detailed support of our 
estimates, at the committee's pleasure. 


DEPARTMENT OF THE AIR FoRCE 


Cuart 1.—History of fiscal year 1958 budget estimate—New obligational authority 


[Millions of dollars] 











Flash 
estimate Command Air Staff Air Force | OSD recom- 
Appropriation | submitted requests recommen- | submission mendation 
to OSD, dation toOsD | 
May 15, 1956 

Aircraft and related procurement 11, 064 12, 557 12, 446 8, 386 | 6, 200 
Procurement other than aircraft 1, 500 3, 028 2, 446 | 1, 500 | 1, 225 
Operation and maintenance 4, 362 4, 784 4, 743 | 4, 500 4, 225 
Military personnel 4, 095 3, 982 3, 967 3, 866 3, 840° 
Research and development _ 750 907 | 858 858 661 
Reserve personnel 71 76 65 65 57 
Air National Guard 263 | 276 | 270 | 270 26F 
Subtotal A 22, 105 25, 610 24, 795 19, 445 16, 471 
Military construction __- 1, 500 1, 650 1,650 1, 625 1, 275 


I i estate : 23, 605 27, 260 26, 445 21, 070 | 17,7 
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Cuart 2.—Air Force appropriations (new obligational authority)—by appropriation 

















[Millions of dollars] 
sich tse satetige acide ee phapanttiy paid east Cotas a ca ete: Chg aaa iE? eS Shih Se 3 2 
l 
iy Actual, fiscal | Actual, fiscal | Estimated, 
Appropriation | year 1956 year 1957 fiscal year 
1958 
Aircraft and related procurement - - ol cases 6, 306.0 | 6, 848.5 | 6, 200 
Procurement other than aircraft _ - NA See od. 349. 9 1, 140.0 | 1, 225 
Operation and maintenance. ...........-.....--.-------.---.- 3, 597.5 1 3, 742.7 4, 225 
TE IE sie at Gar cise $9 ag we dem aweeqnn= dentw~ deseo 3, 708. 8 13, 690.3 3, 840 
Research and development - -- X ‘ ines bet et 570.0 710.0 661 
Reserve personnel . _---_-- ; Laceb edeb eines Wied 43.6 59.3 57 
SP RD I Sin ocidik i nde dkidd Hike ibe 192. 2 258.7 | 263 
Subtotal----.-..- 7 er ght tna aeacene 14, 767.9 16, 449. 5 16, 471 
ey Sennen 2... cod A Ae 2994.3 1, 228.0 | ) 
eee aie 15, 762. 2 | 17, 677.5 16, 471 








! Does not include amounts for proposed supplementals which are shown in the President’s budget for 
later transmission. #9 


2 Includes $739.3 million appropriated plus authorized transfer of $255.0 million from another DOD ac- 
count pursuant to authority contained in Public Law 219, 84th Cong. 
3 Budget estimate for military construction will be submitted at a later date. 


DEPARTMENT OF THE AIR FORCE 
AIR FORCE APPROPRIATIONS 
(NEW OBLIGATIONAL AUTHORITY) 


DISTRIBUTION OF FY 1958 REQUEST FOR FUNDS 
BY APPROPRIATION 
(Millions of Dollars) 
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Cuart 4.—Air Force programs by appropriation—fiscal years 1956, 1957, and 
1958 


{Millions of dollars] 











Appropriation Fiscal year Fiscal year | Fiscal year 
! 1956 1957 1958 
—— ee i eet ees re ne ar 
Aircraft and related procurement 7, 590.8 | 8, 744.6 7, 533.0 
Procurement other than aircraft - - ‘ : ‘ 1, 005. 0 1, 678.0 1, 640.0 
Operation and maintenance viecag 4,026.3 | 1 3,961.7 4, 414.6 
Military personnel Sia | 3, 748. 8 1 3, 729.1 | 3, 866. 2 
Research and development 613.5 724.8 666. 0 
Reserve personnel 39.5 52.1 | 57.0 
Air National Guard 184. 6 258. 0 263. 1 
eon se | 17, 208.4 19, 148. 3 | 18, 439. 8 
Military construction. _- oa ete ‘ . : | 2 1, 136.2 | 21, 292.2 (3) 
Total mince titi upc nied pacdan sawenas ----| 18, 344. 7 | 20, 440. 5 18, 439. 8 


1 Does not include amounts fer proposed supplementals which are shown in the President’s budget fo 
Jater transmission. 

? Actual and estimated obligations. 

$’ Budget estimate for military construction will be submitted to Congress at a later date. 


NotEeE.—Amounts will not necessarily add to totals due to rounding. 


CuartT 5.—Comparison of new obligational authority, programs, and obligations for 
fiscal years 1957 and 1958 


{Millions of dollars} 


Fiseal year 1957 Fiscal year 1958 


Appropriation 
New obli- | Obliga- | New obli- Obliga- 
gational Program | _ tions! gational | Program | _ tions! 

| authority | authority 





Aircraft and related procure- | 


| 
{ 
| 
| 
| 
| 
} 
} 
| 








ment 6, 848. 5 8, 744.6 7, 221.6 6, 200. 0 7, 533.0 | 7, 192.0 
Procurement other than air- 
craft 1, 140.0 1, 678.0 1, 490. 5 a 1, 640.0 | 1, 375.0 
Operation and maintenance __| ? 3, 742.7 2 3, 961.7 2 3, 961.7 ) 4,414.6 4,414.6 
Military personnel 2 3, 690.3 2 3, 729.1 2 3,729.1 | 3, 840.0 3, 866. 2 | 3, 866. 2 
Research and development 710.0 724. 8 692.3 | 661.0 | 666. 0 676. 0 
Reserve personnel 59.3 | §2. 1 52.1 |} 57.0 57.0 | 57.0 
Air National Guard | 258. 7 258. 0 258. 0 263. 0 263. 1 263. 1 
Subtotal | 16, 449. 5 19, 148.3 17, 405.3 | 16, 471.0 | 18, 439. 8 17, 843. 9 
Military construction 1, 228.0 31, 292.2 , 292. 2 | (4) (4) 5 290. 2 
Total | 17,677.5 | 20, 440.5 18,697.0 | 16,471.0| 18,439.8| 18,1341 





! Including obligations incurred in anticipation of reimbursements. 


2 Does not include amounts for proposed supplementals which are shown in the President’s budget for 
later transmission. 


3’ Represents estimated obligations for fiscal year 1957. 

4 Budget estimate for military construction will be submitted to Congress at a later date. 

5 Does not include obligations against fiscal year 1958 funds for military construction. Request for these 
funds will be justified at a later date. 


Note.—Amounts may not add to totals due to rounding. 
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Cuart 6.—Total Air Force program by source of financing ! 


{Millions of dollars] 


Source | Fiseal year Fiscal year Fiseal year 
1956 1957 1958 


Appropriation (new obligational authority) , 767. § 16, 449. 16, 471.0 

Actual recoupment from prior-year funds , 215. ! 1, 511. § 

Anticipated recoupment from prior-year funds 600. 6 1, 425. § 

Cash transfers - - 3. 2. 

Funds not obligated in annual accounts ag —9, 

Comparative transfers ; . 39. < 

Anticipated reimbursements , 151. 554 543.4 
Military assistance fund, reservations (85 217. (234. 4) 
Other-_. 299. 2 (336. (309, 0) 


Total 208. 4 19, 148. ; 18, 439, 8 


1 Excludes military construction, and activity against management funds ard working-capital accounts, 
Also fiseal year 1957 column does not include amounts for proposed supplementals which are shown in the 
President’s budget for later transmission. 


NotTe.—Amounts may not add to totals due to rounding. 
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Cuart 7-B.—Air Force obligations—Fiscal years 1956, 1957, and 1958— 
By appropriation ! 


]Millions of dollars] 





Fiscal year Fiscal year 
Appropriation 1956, actual 1957, esti- 
mated 





Aircraft and related procurement 
Pro:‘urement other than aircraft 
Op>2ration and maintenance - 
Military personnel --- 

Research and developm 

Reserve personnal, sss. 0k--- 5 Sita . ‘ 
Air National Guard - - ‘ 258. 0 


ons 
Oe 
as 


a 


Sd 
G 
33% 
-oonwoceo 





us| 8 


Baneeel.......<26<s pone dbocesgitidagas 17, 405. 3 
Military construction 1, 136.3 1, 292. 2 


18, 163.3 | 18, 697.5 | 


B 
= 








| Including obligations incurred in anticipation of reimbursements. 

2 Does not include obligations against proposed supplementals which are shown in the President’s budget 
for later transmission. 

3 Does not include obligations against fiscal year 1958 funds for military construction. Request for these 
funds will be justified at a later date. 


Cuarr 8.—Air Force net expenditures—fiscal years 1956, 1957, and 1958 


[Millions of dollars] 


Fiscal year | Fiscal year Fiscal year 
Appropriation 1956, actual | 1957, esti- 1958, esti- 
mated mated 


Aireraft and related procurement. -- a 6, 073. 8 2.0 | 6, 248 
Procurement other than aireraft | 1, 182. 850. 0 1, 000 
Opetation and maintenance..._...__.........-.-.-.---------- 3, 652. , 063. 0 4) 135 
Military personnel_- etbec : [ ‘ 3, 770. 3, 715. 0 | 3, 795 
Research and development - .- Sao | 622. £ 25. 0 670 
Reserve personnel 39. ; 5.0 | 55 
Air National Guard cae ‘ ; 178.0 | 26.0 | 
Contingencies S oieaicelle 2.6 9] ‘ean 
Miscellaneous accounts - - sanewws pugithcmmareries — 100. 3. 1 99 


Subtotal - hh Atte : . : 15, 420. 7 17, 160. 0 | 16, 250 
Military construction-__ dda Se ak nie 1, 328. 1, 090. 0 | 11,350 


18, 250.0 | 17, 600 


| 








Total. Bi cleats es aintiertbeaio Mel lites a ola poacabnael 16, 748.8 


! Although the budget estimate for military construction will be submitted at a later date, projected ex- 
penditures against the fiscal year 1958 military construction appropriations are included. 


NotTe.—Amounts will not necessarily add to totals due to rounding. 
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Department of the Air Force 
Status of Unexpended Balances in 
Direct Air Force Appropriation 


AS OF THE END OF FY 1956 (MILLIONS OF DOLLARS) 


SEAS ES TR aT TT eT ET aT ET TOS EE TT 


‘18486 





Cuart 11.—Summary of unobligated balances available for obligation in subsequent 
years, as of end of each year 


[Millions of dollars] 


tip | 


| Actual as of | Estimated, Estimated, 





Appropriation | June 30, 1956; as of June as of June 
| 30, 1957 30, 1958 

Aircraft and related procurement--.___...___- = ; 4, 594.1 4, 578.0 3, 624 
Procurement other than aircraft -_-.-_- a .| 752.0 590. 0 490 
Operation and maintenance 10.1 
Research and development ---- 38.8 70.0 60 

Subtotal " asa 5, 395.0 5, 238.0 | 4, 174 
Military construction 344.2 290. 2 | (1) 

Pc ccicune : 5, 739. 2 5, 528. 2 | 4, 174 

| 


1 Does not reflect possible unobligated balances of fiscal year 1958 funds for military construction, The 
appropriation request for these funds will be justified at a later date. 
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Cuart,12.—House action on Air Force fiscal year 1958 budget estimates 
[Millions of dollars] 
Fiscal year Fiseal year 
1958 1958 Reclama 
budget amounts in- House on 
Appropriation estimate cluded in reductions House 
gs gs House ap- reductions 
— 
eee af 
Aircraft’and related procurement ._-_-_....-.--.. 6, 200 | 5, > 0 354. 0 354. 0 
Procurement other than aircraft._.............. 1, 225 1, 146.5 178.5 100.0 
¢ ration and maintenance cs idee an 4, 225 | 4, 062.1 162. 9 2131.9 
Military personne] - ___- tees-s-seeee- 3, 840 | 3, 801. 6 38. 4 | 38. 4 
Research and dev elopment_- eee hci? j 661 649. 0 12.0 12.0 
Reserve personnel ____ ee EASE 57 55.0 2.0 2.0 
Air National Guard_- : 263 WEE Eibnecicagetes leaasitoden seins 
Subtotal_-_._-.-.--- aaah Loabe | 16, 471 15, 823. 2 647.8 638. 3 
Military I ETT LETT (3) (3) (3) (3) 
ES EE eS ee a Le | 16, 471 15, 823. 2 647.8 638. 3 











1[s"ecomprised of $100,000,000 reduction by House Appropriations Committee and $21,500,000 increase 
added on floor of the House for transfer to Civil Aeronautics Administration. 

2 $31,000,000 of House reduction is not included in reclama. 

3 Budget estimate for military construction appropriation was not included in initial submission to House. 


Note.—In addition the Air Foree budget contained a request for $62,000,000 for increased working capital 
for the stock fund and $100,000,000 for the industrial fund. The House took no action on these requests. 
The House committee recommended that a budget estimate for this purpose should be submitted through 
the Bureau of the Budget in time to be incorporated in the Department of Defense appropriation bill in the 
Senate. 


LETTER FROM SECRETARY WILSON ON RECLAMAS 


Senator ELLeNper. At this point in the record without objection, 
I shall insert the official letter from the Secretary of Defense request- 
ing restoration of funds for the three departments. 

(The letter referred to follows:) 


THE SECRETARY OF DEFENSE, 
Washington, June 11, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Department of Defense Subcommittee, 
Committee on Appropriations, United States Senate. 


DEAR MR. CHAIRMAN: The Department of Defense has reviewed H. R. 7665 as 
passed by the House of Representatives on May 29, 1957. Some of the adjust- 
ments in the proposed act would not affect seriously the programs of the Depart- 
ment of Defense and are not the subject of appeal to your committee. Of these 
adjustments, $596 million are funds previously appropriated for Army and 
Marine Corps procurement, which are not required for obligation in fiscal year 
1958 but which will have to be requested in fiscal year 1959, making the request 
for that year larger than otherwise would have been the case. There is also an 
adjustment in the amount of $127 million based upon the deutschemark support to 
be received from the Federal Republic of Germany. In this instance, supple- 
mental appropriations will be required later in the year if we do not receive the 
full amount of the support anticipated by the committee. 

Other proposed reductions, totaling $1,220,171,000, have, after careful con- 
sideration, been proposed for restoration by the military departments. I feel 
that these amounts should be restored in order that important programs of the 
services may not be unduly hampered because of lack of funds. 

Sincerely yours, 
C. E. WILson. 
REQUEST FOR RESTORATION 


General Bogart. I would like to invite the attention of the commit- 
tee to chart 12 which details the fiscal 1958 budget in the second column 
as it is submitted to the House. As you will recall the figure was 
$16,471 million, exclusive of military construction. 
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The House appropriations bill includes $15,823,200,000 with redue. 
tions totaling $647.8 million and the Air Force and the Department 
of Defense are requesting restoration of $638.3 million of the House 
reduction by the Senate. 

I should like at this time to submit the official request for restoration 
for inclusion in the record at this point, if that is satisfactory to the 
committee. 

Senator Etitenper. That is. Without objection that will be placed 
in the record at this point. 

(The document referred to follows:) 


AIRCRAFT AND RELATED PROCUREMENT APPROPRIATION 


(P. 22, line 1) 


eI ice ten arise pectin mpd 5p dn nn ca i wes sf Sn $6, 848, 500, 000 
Been CUGIMONe... .8 ee ak Reo iinet wransenbananiennes 6, 200, 000, 000 
NE NI canner is canerieceitdeegncshRerhctiaasinanah  ieieasha lake ahaebdibteatladaneistvin 5, 846, 000, 000 
ean ON i tsi cathe aah tala ie wp aie es aig Lae 5, 846, 000, 000 


(House hearings, pp. 4, 27, and 230) 


The Department of the Air Force requests the following amendment: 


PROPOSED AMENDMENT 


Page 22, line 1: Strike out “‘$5,846,000,000” and insert in lieu thereof “$6,200, 
000,000,” which is the budget estimate amount, and an increase of $354 milion 
over the House approved amount. 


EFFECT OF PROPOSED AMENDMENT 


This proposed amendment would restore the $354 million decreased by the 
House bill. Assuming that full recoupment of prior year funds is realized, 
which now appears unlikely, it would provide the minimum funds necessary to 
restore the total program requirements in the aircraft spares area; it wonld 
prevent the stretchout of the missile development test program and prevent fur- 
ther delay of introduction of missile systems into the inventory: and insure 
meeting the minimum requirements for modernization of the aircraft inventory. 


HOUSE COMMITTEE REPORT 


“The appropriation request for aircraft and related procurement was $6,200 
million, the committee is recommending for appropriation $5,846 million or $354 
million less than the request. The amount recommended is approximately 5.7 
percent less than the amount requested and is $1,002,500,000 or 14.6 percent less 
than the amount appropriated for the fiscal year 1957 * * * as a part of this 
budget, the Air Force estimates that it will recover an additional $1,060,600,000 
through recoupments during fiscal year 1958. * * * As pointed out above, the 
Air Force estimates that it will recoup $1,060,600,000 in this appropriation area 
during the coming fiscal year. The committee feels that by better planning 
and management and by closer pricing as reflected in the amounts obligated 
for items being procured, this recoupment may be increased to absorb a sizeable 
portion of the reduction in funds recommended by the committee. 

“Certain missiles now under procurement or planned for procurement seem of 
doubtful value and it is felt that a reduction in the sum of $75 million could 
safely be made in the development and procurement of missiles and spare 
parts. * * * 

“Roughly 55 percent of the committee reduction has been applied in the area 
of spare parts procurement. As explained in considerable detail below, this 
area accounts for a large portion of the unobligated balances carried forward 
from year to year and affords a great opportunity for savings as the result of 
improved management. * * * 

“The budget program for fiscal year 1958 for spare parts was $2,359,700,000. 
The committee has applied a reduction in this area of $195,500,000 bringing the 
total down to $2,164,200,000. Of this reduction, $175 million has been applied 
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to spares related to initial procurement in connection with aircraft, preproduc- 
tion costs, and component production development costs; and $20,500,000 has 
been applied to the estimate for replacement spares related to the reduction of 
500,000 hours in the estimated flying hour program. 

“The committee has been highly critical of the Air Force spare-parts program 
over a period of years, and while great improvement has been made, the com- 
mittee takes this means of placing the Air Force on notice that additional 
searching inquiry will be made. The Air Force has about $9,600 million tied 
up in the spare-parts inventory. This has decreased substantially from previous 
years, but it is believed greater and continuing improvement is possible. 

“Comparing the estimates for aircraft components and spare parts for 1956, 
1957, and 1958, as they relate to total aircraft procurement for the same years, 
it is noted that in 1956 the budget for aircraft complete amounted to $3,761,- 
996,525 as compared with the budget for aircraft components and spare parts 
of $1,791,479,403. The budget for components and spare parts amounted to 
approximately 47.6 percent of the budget for aircraft complete. Moving to 1957 
it is noted that the program for aircraft complete is $3,414,600,000 as compared 
with the budget program for aircraft components and spare parts of $2,566, 
900,000. For fiscal year 1957, the budget for aircraft components and spare 
parts is 75.2 percent of the budget for aircraft procurement. In 1958 the esti- 
mate for aircraft procurement is $2,719,300,000 compared with a budget for 
aircraft components of $2,359,700,000. In this year, the budget request for 
aircraft components and spare parts is 86.8 percent of the aircraft procurement. 
Now the committee realizes that these comparisons are not entirely valid since 
there are other factors involved in both estimates other than the direct procure- 
ment of aircraft and the direct procurement of spare parts. * * * 

“It is in this area of spare parts that a large portion of the unobligated 
balances carried forward from year to year are accounted for. Accordingly, 
the committee has made this reduction knowing full well that it will in no 
way handicap the Air Force in its program of modernization. The Air Force 
itself is contemplating a revised method of approaching the spare-parts problem. 
It was stated in the hearings, ‘The accurate prediction of initial spares require- 
ments is exceedingly difficult since, for so many of these items we have had 
little, if any, actual usage experience prior to the time they must be placed 
on procurement.’ Going on to explain, the further statement is made that the 
Air Force has under consideration or investigation other methods of approaching 
the spare-parts program. Quoting further, it is stated, ‘Under the procedure 
now being considered, the practice of ordering at one time, the full “estimated 
initial spares quantity,’ would be discontinued. Instead, only a portion of the 
estimated quantity would be ordered as finished parts and the balance would 
be ordered as “material only.” ’ 

“This program provides for the modernization of inservice aircraft, guided 
missiles, drones, and spare-part components thereof. This work is done after 
the aircraft or missiles have been delivered to the Air Force by the manufac- 
turer or have been in service for a period of years. The work generally involves 
making modernizing or corrective changes for the purpose of improving the 
usefulness or extending the life of the aircraft or missile. This program in- 
eluded a budget estimate of $633,500,000. The committee has made a reduction 
of $83,500,000 reducing the total to $550 million. It is the feeling of the com- 
mittee that this program is not carefully planned from a dollar expenditure 
standpoint related to value received. The program has continuously grown. In 
fiscal year 1957 the Air Force applied $135 million to this program over and above 
the amount justified in the budget presented to the committee last year. Large 
numbers of older aircraft are being modified at great expense, whereas the need 
for such modification may only be of minor importance when true value and end 
use is considered. The committee requests the Air Foree to take another care- 
ful look at this large program and, to insure that this will be done, has made the 
reduction of $83,500,000.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


It was pointed out to the House Committee that in order to completely finance 
the fiscal years 1957 and 1958 programs, there was still a requirement to recoup 
additional funds. This means that in order to completely finance these programs, 
it would necessary to recoup from prior years or generate “free” balances 
through slippages in current programs, the amount of $1,060,600,000 for the 
fiscal year 1958 program, plus the unfunded requirements from fiscal year 1957. 
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It was also pointed out that after fiscal year 1957, our principal reliance in re 
coupments must be placed in current program slippages. It was explained that 
if the recoupments in this magnitude did not materialize, the Air Foree would 
then be forced to request additional funds to carry out the program for which 
we are requesting congressional approval. Although it now appears that the 
total recoupments will be realized for fiscal year 1957 program, it seems likely 
that the anticipated recoupment of $1,060,600,000 to be applied against the fiscal 
year 1958 program will not be fully realized by June 30, 1958. 

The Air Force strongly opposes any reduction in the Aircraft Spares Budget 
Estimate. The committee is familiar with the fact that the Air Force budgets for 
the entire program requirement in the “Aircraft and related procurement” 
appropriation. It is felt that this method of budgeting has many advantages over 
budgeting for only those funds which will be obligated during the budget year. 
This provides the Congress and the Air Force with a complete picture of the cost 
of the total program, rather than an increment of the total which has a less valid 
basis. The Air Force is of the opinion that in this area we need assurance that 
we have the authority to carry out the commitments that must be made with in- 
dustry, to insure an orderly time-phased accomplishment of our objectives. His- 
torically, this has been the Air Force position presented to the committee. It is 
quite true that revised methods of approaching the spares problems are underway, 
but the proposed reduction in initial spares fund requirements would necessitate 
an immediate departure from our way of doing business inasmuch as that portion 
of the spares requirement reduced from the fiscal year 1958 total program would 
have to be restated as a fiscal year 1959 spares program requirement. In recom- 
mending this reduction, it is noted that the committee compared estimates for 
aircraft components and spare parts for fiscal years 1956, 1957, and 1958, re. 
lating these elements to the total aircraft procurement for the same year. It is 
pointed out that this is not a valid comparison on which to base a reduction in 
initial spares, inasmuch as the budget program to which the reduction related 
also includes preproduction, component development, and other item costs. Of 
the $2,359,700,000 in fiscal year 1958 for aircraft and components, only $846 mil- 
lion is for initial spares. Until fiseal year 1957, the other items in the amount 
of $1,513.700,000 were not budgeted for in this area. All possible reductions in 
initial spares requirements as a result of management improvements, accom- 
plished or anticipated, were taken into full account in arriving at the budget 
estimates submitted to the Appropriations Committee. Therefore, the Air Force 
does not agree with the House committee that these improvements—as quoted 
from Air Force testimony—should be used as justification for making a further 
reduction in the Air Force initial spares budget requirement. As the Air Force 
stated in the special spares presentation, the computed initial spares estimate 
would have amounted to 26.1 percent of the total aircraft program cost : however, 
the Air Force requested funds representing only 23.5 percent of the total aircraft 
program cost. This decrease, amounting to approximately $130 million was 
taken in anticipation of reduced costs resulting from management improvements 
of the tvpe which the Air Force described in its presentation to the committee. 

The Air Force is likewise appealing the reduction in flying hours. The $400 
million requested by the Air Force for replacements spares is the minimum which 
can be accepted in support of the fiscal year 1958 planned operating nrogram and 
related flying hours. In submitting this requirement to Congress, the Air Force 
had already applied a reduction (3 percent) to the computed requirement 
($411.400,000), taking a calculated risk based on several judgment-type factors, 
including possible adiustments in the flying hour program. 

In the guided-missiles program, the Air Force has stated the minimum require- 
ment to continue the level of effort in this area. The Air Force has carefully 
reviewed and evaluated both the program requirements and related cost esti- 
mates of this program and the fiscal year 1958 budget estimate renresents the 
sealed-down statement of requirements and dollars. It is the Air Force's firm 
opinion that the overall progress of the several guided-missile programs are in 
step with the actual state of the art. In order to achieve the progress that we 
have made with our various missile programs, it has required considerable initial 
basie investigation, invention, testing, and improvement in such areas as auto- 
matie celestial and inertial guidance, launching techniques, liquid rockets and 
ramijets. WLikewise, basic investigation, development and testing were also re- 
auired in meeting specified altitudes, speed, and range of these new svstems. 
Results in these areas over the past several years are self-evident. There are no 
guided-missile weapon systems planned for the Air Force inventory of a dunli- 
cating nature. It is pointed out that since guided missiles are new weapons and 
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were only recently brought into the force structure, the Air Force was con- 
fronted with practically no precedent, experience factors, or proven operational 
and logistical concepts. The Air Force continuously conducts reviews both 
at the Headquarters and Command level to insure that the best management 
methods and techniques are applied to the operation of all missile programs. 
The systems planned or under development are for special Strategic, Tactical, 
or Air Defense missiles and are either complementary to the manned air weapons 
or represent improvements over the older missile systems. The effect of the 
$75 million reduction in this area would be to stretch out the development test 
programs and to either delay introduction of systems into the inventory or to 
reduce the combat effectiveness of the Air Force. 

During fiscal year 1957, the Air Force fully implemented a new management 
concept in modernization programing. Through this concept, the modernization 
program was carefully planned and was subjected to continuous review through- 
out the fiscal year. As a result of applying these management techniques, the 
modernization program was reduced by $62 million below the program presented 
to the Congress. It is understandable how the committee arrived at the conclu- 
sion that the Air Force had applied $135 million to this program over and above 
the amount justified in the fiscal year 1957 budget. It was carefully explained 
in the justification book that this apparent increase in the modification of equip- 
ment program was a program transfer of class IV (safety of flight) installed 
modification requirements to this program from the aircraft components pro- 
gram, which in turn was related to a change in the fiscal code structure. For 
further clarification, the program changes since the presentation of the fiscal 
year 1957 budget estimate are summarized as follows: 


Included in the fiscal year 1957 budget for program 160 (modi- 

fication of equipment) $485, 957, 000 
Installed portion of class 1V modification transferred from air- 

craft components, justified in fiscal year 1957 budget +182, 345, 000 


Total justified to Congress in fiscal year 1957 budget_ 668, 302, 000 
Reimbursable MAP requirements____._..._.___.-_______..__ +15, 400, 000 
Management reduction in modification program —62, 102, 000 


Fiscal year 1957 program included in fiscal year 1958 
budget 


The relationship of modernization cost versus inventory value of the aircraft 
clearly illustrated that the fiscal year 1957 program and fiscal year 1958 request 
are proportionally lower than in prior year programs. These factors were 
graphically shown to the committee during the recent hearings by charts cap 
tioned “Modernization Cost’ and “Modernization Cost Versus Inventory Value.” 
The modernization of our ground-to-air communication facilities has necessi- 
tated the modification of all aircraft to live in ‘this new environment. ‘These 
are the only modifications presently being performed or planned for our older 
aireraft other than safety of flight. 


PROCUREMENT OTHER THAN ATRCRAFT, AIR FORCE 


(P. 22, line 9) 


1957 appropriation ; . 140, 000, 000 
I, UII en cxciosinrig byncenpicabeeenreemeeegineeaes eda MAR anaE ened totaal . 1, 225, 000, 000 
House committee , 125, 000, 000 


House floor ._ 1,146, 500, 000 
(House hearings, pp. 5, 230, 248, 271, 321, 367) 
The Department of the Air Force requests the following amendment: 
PROPOSED AMENDMENT 
Page 22, line 9: Strike out, “$1,146,500,000” and insert in lieu thereof, “$1,246,- 
500,000”, which is the budget estimate plus $21,500,000 added on the floor of the 


House for transfer to Civil Aeronautics Administration, and is an increase of 
$100 million over the House approved amount. 
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EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will restore $100 million of the reduction from the 
President’s budget, recommended by the House Appropriations Committee and 
approved by House action. The funds restored are required for the following 
types of major equipment: 


Weapons, ammunition, and propellants_____._______--____---------- 
Vehicular equipment 

Ground communication electronic equipment 

Ground handling equipment 

Training equipment 

REINO CLUS UN no een rarer anit ee ones 
Base maintenance equipment 


——_.. 


Total 100, 000, 000 


The restoration of these funds will permit the Air Force to procure the major 
items of equipment to support the aircraft, missiles, and facilities provided for in 
previous years and in the fiscal year 1958 President’s budget, thereby maintaining 
a balanced program and insuring support in those areas where a major capital 
investment has already been made by the Nation. 


HOUSE COMMITTEE REPORT 


“The appropriation request for procurement other than aircraft was $1,225 
million. The committee is recommending an appropriation of $1,125 million, or 
$100 million less than the budget request. This represents a reduction of 
approximately 8.2 percent in the budget request. However, the amount recom- 
mended for appropriation is only about 1.3 percent, or $15 million less than 
the amount appropriated for fiscal year 1957. 

“Comparisons between years, for an appropriation largely devoted to the 
procurement of capitalizable major pieces of equipment is not entirely valid 
since requirements for these major items of equipment in a given year are 
related directly to the types of programs that are being pushed or procured 
in the particular year under reference. 

“The reduction made in this appropriation request will hold the appropriation 
at slightly below the level provided for 1957. The purpose is to effect all possible 
economies. As a result, the reduction has been spread to almost every program 
area. However, it will be noted that the greater portion of the reduction has 
applied to ground handling equipment to correspond with the recently announced 
stretch out in the B-52 program not previously reflected in this appropriation 
request and the overall smaller aircraft procurement program. Additional 
sizable reductions are made in support equipment and supplies and in ground 
communications and electronic equipment. It is expected that the reduction 
in communcation and electronic equipment may be applied in moving a little 
slower on the so-called SAGE and general AC&W programs. The SAGE pro- 
gram has not been reassessed as a result of the recent reevaluation of the im- 
mediacy of the Russian jet bomber threat. Some minor stretchout in this pro- 
gram should result in the long run in a much more effective system” (H. Rept. 
No. 471, pp. 78 and 79). 


JUSTIFICATION OF PROPOSED AMENDMENT 


The funds requested in the 1957 President’s budget for this appropriation 
area were considerably less than the program requirements to support pro- 
gramed aircraft, missiles, and facilities because the Air Force reduced its 
request for new appropriated funds based on the ability of industry to produce 
within the budget period. The same philosophy has been applied to this appro- 
priation area in the request for new appropriated funds contained in the 1958 
President’s budget. However, production capability has improved, which can 
be readily seen in the improved rate of obligating funds in 1956 and 1957 as 
compared to previous years. There is evidence that production and deliveries 
can be expected to continue to improve, bringing program support in this area 
more nearly to the level required. The additional funds are required to bring 
this program as nearly in balance as possible with the support required in other 
major Air Force pregrams wherein a large capital investment has already been 
made and which must be utilized effectively. Even with the additional funds, 
a large requirement will still remain unfinanced within this appropriation area 
based on existing programs. A reduction of funds for aircraft ground handling 
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equipment would result in the delivery of B-52 aircraft without the equipment 
required for their support. The phased stretch out of production of the B-52 
aircraft, applied since submission of the 1958 President’s budget, was decided 
upon in order to provide deliveries of more modern aircraft. This stretchout 
involved no change in quantity of B-52 aircraft or funds in the “Aircraft and 
related procurement” appropriation of the 1958 President’s budget. The 
requirements for aircraft ground handling equipment in the “Procurement 
other than aircraft” appropration are programed in phase with the quantities 
of aircraft shown in the President's budget estimate. The reduction in funds pro- 
posed by the committee to be applied to the communications and electronics pro- 
gram would adversely affect the Air Force in accomplishing the Air Defense mis- 
sion during this time period. The SAGE system (reference testimony contained 
on page 320 of the hearings before the subcommittee of the Committee on Appro- 
priations, House of Representatives, 85th Cong., 1st sess.), is designed to meet 
the current an-1 future threat posed by enemy air weapons and their capabilities. 
Thus, no reevaluation of the SAGE program is required by a new estimate of 
the future Russian jet bomber threat. The present manually operated AC&W 
system, being replaced by SAGE, cannot meet the current threat. SAGBP is 
required and designed to meet not only the current threat, but the postulated 
enemy bomber threat. The effective performance of the Air Defense environ- 
ment, SAGE and Tactical, is completely dependent upon the performance of 
radars in the system. The current schedule for improving the radar coverag 
and providing new radars is geared to both the implementation of the SAGE 
program and the most economical and feasible procurement-production practices. 
A stretchout as proposed by the House committee would, in fact, not only 
increase the total cost of the overall environment, but, at any given point in 
time, would provide a less effective defense system to meet all types of threats. 
A reduction in funds of the magnitude proposed for this program, which has 
been already austerely priced in the 1958 President’s budget, would most 
definitely unbalance the overall Air defense program, resulting in false economies. 

In accordance with (a) statutory responsibilities for the Federal airways 
departments concerned, the Department of Commerce (CAA) fiscal vear 1958 
budget estimate reflected requirements for the VORTAC first-phase program 
for the Federal airways system. The fiscal year 1958 budget estimate of the 
Air Force did not include requirements for VORTAC or other common-user 
facilities within the Federal airways system. The intent of the House recom- 
mendation, that “the amount of $21.5 million shall be transferred to ‘Establish- 
ment of air navigation facilities, CAA, for the Department of Defense share 
of the cost of the 1958 program for the air navigation system known as 
VORTAC” (p. 7114, Congressional Record of May 29, 1957) appears to be for 
the purpose of insuring the timely and orderly implementation of this vital 
navigational program within the Federal airways system which is essential to 
the safety of flight for civilian and military aircraft. The Air Force strongly 
endorses the need for the VORTAC program within the Federal airways system 
and, in view of congressional desires, accepts the House recommendation. It 
is believed that the House recommendation did not intend changing the budget- 
ing and funding responsibilities associated with the Federal airways system in 
the future. The Air Force endorses the existing policy that requirements for 
this Federal system, which are fully coordinated within the Air Coordinating 
Committee and Military Establishment, should continue to be budgeted and 
funded in accordance with statutory responsibilities and implementing inter- 
agency agreements. 


RESEARCH AND DEVELOPMENT, AIR FORCE 


1957 appropriation $710, 000, 000 
OE | ccsb bist cteiamenmae a et ticmeitae ly 661, 000, 000 
House committee 649, 000, 000 


Honse floor 649, 000, 000 


(House hearings, p. 391) 


The Department of the Air Force requests the following amendment : 
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PROPOSED AMENDMENT 


Page 22, line 15: Strike out, “$649,000,000” and insert in lieu thereof “$661, 
000,000,” which is the budget estimate and an increase of $12,000,000 over the 
House approved amount. 













EFFECT OF PROPOSED AMENDMENT 





The restoration of $12 million will permit execution of a minimum program 
and will finance only the highest priority weapon systems and technical proj- 
ects in phase with the fiscal year 1957 program. This program is essential to 
improving our future operational capability to perform the Air Force mission, 





HOUSE 





COMMITTEE REPORT 





“For research and development the budget inciuded an appropriation request 
of $661 million. The committee is recommending an appropriation of $649 
million, a reduction of $12 million or 1.8 percent in the budget request. 

“The small reduction of $12 million made by the committee in this appro- 
priation request was done for the purpose of emphasing that all possible econ- 
omies should be effected and to particularly emphasize the committee's con- 
cern with the evident scramble between contractors for the limited number of 
technical, scientific, and engineering manpower available. Efforts must be made 
to stop the waste of such manpower that results from the continual shifting 
between employers working on Government contracts. Stories persist regard- 
ing the many engineers and other technical personnel on the move between 
contractors who are constantly bidding against each other for the services 
of these individuals, and all at the expense of the Government as reflected in 
the prevailing cost-plus-a-guaranteed-profit types of contract involved. A new 
man coming into a job is not likely, regardless of his basic talents, to be fully 
productive for some period of time. Certainly, men on the move between jobs 
are entirely unproductive. The country can ill afford this manpower waste.” 






































JUSTIFICATION OF PROPOSED AMENDMENT 





The proposed amendment is required to maintain a stable and level program 
of research and development within the Air Force. In the preparation of this 
program, allowance was made for only the highest priority technical research 
and development projects and specifically those projects which would result in 
the Air Force operational capability of future years. The fiscal year 1958 re- 
search and development program as submitted to the Congress was carefully 
integrated with that for fiscal year 1957 and reflected the best balance between 
programs that could be achieved with the funds requested. However, in the 
area of operation and management, cost increases (above the amounts re 
quested) of some $12 million attributable to wage board increases and other 
actions over which the Air Force had no control already are forecast for the 
operation of the test centers, with the result that any reduction in funds will 
of necessity be taken in the technical portion of the program in order not to 
decrease the already minimum operation and management program. 

The technical development and research area provides for the state-of-the- 
art efforts of the Air Force required to insure that our technological lead in 
future air weapons is maintained. Any reduction in this area below the level 
planned would impair our capability to continue to maintain this technological 
lead. The operational systems area provides the design effort required to 
satisfy present operational systems developed. A reduction in this area would 
have the impact of slipping development or diluting it in such a manner as to 
preclude operational items entering the Air Force inventory at the earliest 
time. ‘ 

With respect to the comment in the House report as to the apparent waste of 
technical manpower, the Air Force is keenly aware of the shortage of engineers 
and scientists in the United States, a shortage which reflects the tremendous 
technological strides made by our industries. In recognition of this problem 
the Air Force, in selecting contractors for research and development work, gives 
consideration to availability to the contractors of qualified engineering and 
scientific personnel. This fosters stability and encourages retention of such 
personnel where currently employed, thus tending to alleviate the problem 
cited in the House report. 
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The only real solution would be the availability of a sufficient number of 
technically trained personnel to meet the greatly expanded needs of industry. 
However, under the conditions that now exist, the Air Force is taking all ac- 
tions that are within Air Force control to assure that the available talent is 
utilized with maximum efficiency. 

A*reduction such as that proposed by the House, especially when coupled 
with the unforeseen cost increases referred to above, would have a definitely 
adverse effect upon the technical effort financed by this appropriation. 


OPERATION AND MAINTENANCE, ATR FORCE 


(p. 24, line 14) 


INRCTERE RUN oo on i a a Serres oc ae aerate all $3, 742, 700, 000 
1958 estimate 4, 225, 000, 000 
House committee ‘ 4, 062, 120, 000 
House floor 4, 062, 120, 000 


(House hearings, pp. 185, 271, 605) 
The Department of the Air Force requests the following amendments: 


PROPOSED AMENDMENT 


Page 14, line 24: Strike out “$4,062,120,000” and insert in lieu thereof 
$4,193,993,000", an increase of $131,873,000 over the House approved amount 
and $31,007,000 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will restore $131,873,000 of the $162,880,000 reduction 
from the President’s budget, recommended by the House Appropriations Com- 
mittee and approved by House action. The funds restored will be required for: 


(a) Aircraft fuel and oil $32, 000, 000 
(b) Logistical support 45, 255, 000 
(c) Training support 14, 995, 000 
(d) Operational support 24, 000, 000 
(e) Travel (undistributed) 16, 950, 000 


133, 160, 000 
Less: Amount associated with 12% percent reduction in Head- 


quarters, US: 


131, 873, 000 
HOUSE COMMITTEE REPORT 


“Operation and maintenance 


“The budget request for operation and maintenance for the fiscal year 1958 was 
$4,225 million. The committee is recommending for appropriation $4,062,120,000. 
The committee recommendation is $162,880,000 or 3.9 percent less than the 
request. 

“This is the day-to-day expense appropriation for the Air Force. It provides 
for general administration and, except for research and development, for the 
operation and maintenance of aircraft, equipment, and the physical plant of the 
Air Force. It is in these day-to-day expenses that all employees and personnel 
of the Air Force can make a major and continuing contribution toward economy. 
The taxpayers of the country insist that this be done. The committee has re- 
viewed the various operating and support programs financed from this appro- 
priation and found a number of items where revised circumstances or pro- 
jected developments indicated that all of the requested funds would not be 
needed. The committee has taken action to reduce those items accordingly. 
In addition, the committee has made several reductions of a general nature. 

“One of the committee reductions is in the area of travel. The 1958 budget 
for the Air Force is based on an anticipated decreased in civilian employment 
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and only a very small increase in military personnel of the level likely to qo 
much official traveling, and yet the proposed budget for travel showed an in. 
crease of about $16,950,000 or 13 percent over the amount budgeted for figseay 
year 1957. Under the circumstances, an increase in the budget for travel jg 
hardly in keeping with the public demands for economy in Government ang 
military operations. Accordingly, the committee has reduced the amount for 
travel to the same level carried for the fiscal year 1957. 

“Again this year the budget did not reflect a credit for an anticipated Germas 
contribution to the support of United States troops in Western Germany. The 
committee anticipates that such support will be forthcoming and accordingly hag 
reduced the request by $21,920,000 or an amount approximately equivalent to the 
support furnished during the current fiscal year. 

“As a further basic economy measure, the committee has reduced the projected 
Air Force flying hour program for fiscal year 1958 by approximately 500,000 
hours. This has been done in an attempt to force closer screening of all Air 
Force flying for the purpose of eliminating any unessential use of military air. 
craft for so-called “junketing”’ of military and civilian personnel. Further. 
more, it is believed that substantial savings can be effected by cutting down on 
the numbers of needlessly long flights designated as training missions, where 
the crews spend most of the time merely boring a hole in the air from distant 
point to distant point. The committee especially deplores the “junketing” that 
is done under the guise of so-called proficiency flying. 

“The budget request for fiscal year 1958 contains a substantial increase for 
items carried under the heading “Major repairs.” Much of this increase, as was 
a similar increase justified last year, is based on the statement that the increase 
is essential to take care of badly needed repairs growing out of deferred main- 
tenance work. 

“This practice of deferring needed maintenance and repair work has resulted 
in substantial deterioration to many of the facilities on a number of Air Force 
bases. The committee takes note of the fact that here is an area where local 
management, with little effort. can readily exercise economy. If maintenance 
money is the least bit short at an airbase the tendency is to not paint and repair, 
but rather to divert available money to purposes for which the local commaiuder 
prefers to use it. This is false economy. It is not the type of economy in opera- 
tions and maintenance which the committee is trying to promote. 

“The budget request contained approximately $105 million for this repair 
type of work to be performed in fiscal year 1958 compared with a program for 
fiscal year 1957 of $61 million. The committee has reduced the request by the 
amount of $10 million. However, it is expected that none of the remaining 
funds for this purpose will be diverted to other uses. The committee intends 
to watch this item very closely and if deferment of this essential work is con- 
tinued, the committee may find it nec essary to earmark funds specially for this 
purpose in future years. 

“The amounts requested and provided for the respective programs to be 
financed under this appropriation for 1958 compared with estimated programs 
for 1957 are shown in a tabulation below. The details of each program and 
committee action thereon is discussed in separate paragraphs following the 
tabulation : 

ca a a oe aK * * 


“Budget program.—Aircraft fuel and oil: This budget program provides funds 
for the procurement of fuel and lubricating oil used in the operation of Air 
Force and Air Force Reserve aircraft, except for the fuel and oil used in re- 
search and development activities which is financed under the research and 
development appropriation. In addition, provision is also made in this estimate 
for fuel and oil utilized by field installations in maintenance activities and for 
operation of ground support equipment and motor vehicles of all types. Re 
quirements for aviation fuel and oil in support of flight operations are computed 
on the basis of the flying hour program. The Department requested an increase 
of approximately $54 million or about 10 percent in this program over the 
amount budgeted for fiscal year 1957. The committee has reduced the request 
by $32 million, or about 5 percent on the basis of a 500,000 reduction in the 
number of flying hours expected to be flown during fiscal year 1958. This still 
permits an increase over the budgeted requirements for fiscal year 1957 of 
$22,300,000 or 3.8 percent. 

“Budget program.—Logistical support: Activities financed under this program 
include: (@) Major overhaul of aircraft and equipment in depot shops: ()) 
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operation of the complex worldwide depot supply system ; (e) installation of 
fixed communications and electronics facilities related to the aircraft warning 
and continental defense systems; (d) Air Force printing and reproduction ; and 
(e) disposition of remains of deceased persons. The estimates for fiscal year 
1958 included a requested increase over the amount budgeted for fiscal year 
1957 of $109,400,000 or about 6.8 percent. For expanded activities and increased 
costs the committe has allowed an increase of $61,400,000 or 3.8 percent. How- 
ever, this is $48,055,000 or 2.8 percent below the budget request. = 

“The principal reduction in the amount requested for this program, or $43,255,- 
000, is directly related to the committee reduction in proposed flying hours and is 
applicable to the budget for maintenance and overhaul of aircraft carried in this 
program. A reduction of $2,800,000 is made in the estimate for printing and 
reproduction, to eliminate a specific increase requested on the basis that needed 
authority from the Joint Committee on Printing may not be forthcoming. ‘This 
was admittedly a speculative increase. A reduction of $2 million has been made 
in the items of expense budgeted for under the project for procurement operations 
for the purpose of balancing the program by keeping other objects of expense in 
line with reduced personnel. 

“Budget program.—tTraining support: The program for training support pro- 
vides for expenses incident to training of regular Air Force personnel, Air Force 
Reserves, Air Force Reserve Officers’ Training Corps, and other training expenses, 
including the United States Air Force Academy. The Department requested an 
increase of approximately $23 million or slightly over 6 percent. This increase 
was requested in spite of the fact that the training workload projected for fiscal 
year 1958 will be substantially below that estimated for fiscal year 1957. The 
Air Force has recently ordered the closing of two contractor-operated primary 
flight training facilities. It was stated that the increase in budget requirements 
from fiscal year 1957 to fiscal year 1958 were attributed to expansion of the Air 
Force Reserve program, a growth of the Air Force Academy activities, extension 
of contractual food services to a total of nine airbases, and other changes result- 
ing in increased costs, The committee has reduced the request by $14,955,000 or 
3.8 percent. This still permits an increase of nearly $8 million or 2.1 percent over 
the budget for fiscal year 1957 to take care of the increasing costs for certain 
activities. The committee recognizes that support of training activities cannot 
be readily adjusted to a fluctuating training load. However, it is doubtful that 
the training load will increase to its former levels in the immediate future and 
therefore this support program should be thoroughly reevaluated on the basis of 
projected future needs. The committee action will assist in effecting desirable 
economies in this program. 

“Budget program.—Operational support: The budget program of operational 
support provides for the locally incurred expenses in connection with the opera- 
tion and maintenance of those bases and communication facilities utilized in 
support of the Strategic, Tactical, and Air Defense Forces including MATS and 
other airlift activities. Involved is the support of 239 major operational bases; 
128 combat wings, 141 supporting squadrons; 488 aircraft control and warning 
installations including 25 control centers, 308 radar stations including DEW' 
line stations, and 155 gap filler radars, and 34 communications sites of the 
integrated communication system in Alaska. 

“To support these facilities the budget requested $1,316,698,000. This request 
was approximately $212 million or 19 percent over the amount programed for 
fiscal year 1957. The committee has reduced the Department request by $29 
million or 2.2 percent. This still permits an:increase of approximately $184 mil- 
lion or 16.6 percent over the amount programed for 1957, to provide for increas- 
ing costs and the increased number of facilities to be maintained during fiscal 
year 1958. These increases include 12 operational bases, 23 radar stations, 86 
gap-filler radars and 22 communications sites in Alaska. 

“The reductions proposed by the committee have been applied in specific areas. 
One reduction of $3 million has been applied to the resupply program in Korea. 
This activity has been formerly carried by the Army at an estimated cost of 
approximately $3.5 million for the fiscal year 1957. The Air Force in taking 
over the activity has estimated a cost of $7 million for fiscal year 1958. Another 
reduction of $16 million has been applied to the approximately $48 million re- 
quested for Capehart and Wherry housing maintenance and the procurement of 
xyovernment-furnished furniture for these housing units. The housing program 
of the Air Force has not progressed nearly as rapidly as the budget estimates 
anticipated for Capehart-type housing. However, in reevaluating the estimates 
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for the committee, the Air Force substantially increased the number of Wherry 
housing units which they proposed to take over. Apparently the Air Force 
is planning to acquire Wherry housing units which they are not required to 
acquire under the terms of existing law. The committee is not convinced that 
this is a wise or necessary move. A third reduction of $10 million has been 
applied to the $80,300,000 request for major repairs. It is in this program where 
a large portion of the so-called maintenance repair work has been deferred from 
year to year. The committee has allowed for the estimated deferred mainte- 
nance and repair work carried forward and in addition has granted a substan- 
tial increase over the amount programed for this purpose in fiscal year 1957, 
The committee expects that all of the deferred maintenance type work budgeted 
for will be performed during fiscal year 1958. 





* * ca + 








JUSTIFICATION OF PROPOSED AMENDMENT 





General 


The intent of the House Committee on Appropriations was “not in the slight- 
est to jeopardize the projected increase in military striking power, in particular, 
or the national security in general.”* The Air Force respectfully submits that 
the reductions levied on the funds required for “Operation and maintenance” 
extend beyond the stated intent of the committee and will have a direct adverse 
effect on the combat-ready force we mutually seek. 


Aircraft fuel and oil 


Nowhere in the operation and maintenance area is the effect on combat readi- 
ness as direct or immediately discernible as in the aircraft fuel and oil. The 
House reduction of $32 million is associated with a reduction of 500,000 flying 
hours and is premised on the belief that this significant number of hours can 
he associated with unessential flying. The following conditions are furnished 
in sypport of the Air Force request for restoration in this area. 

The current Air Force flying-hour program for fiscal vear 1958 is only 34,000 
hours over that programed for fiscal year 1957. A comparison of these two 
programs will indicate that the fiscal vear 1958 program reflects a decrease from 
fiscal year 1957 of over 250,000 fiving hours for nontactical aircraft. 

In addition, in order to present to the Congress an absolute requirement, a 
specifically identified discount was applied to the computed requirements. In 
reality this had the effect of a self-imposed reduction of approximately 500,000 
hours. This discount was based on an appraisal of limiting factors which 
would preclude maximum accomplishment of the program, such as modification 
to aircraft, weather, maintenance, etc. 

The $32 million House reduction was arrived at by multiplying the 500,000 
hours by the average cost per flying hour of $64. Since the average is composed 
of a preponderant number of the more expensive tactical-type jet aircraft, the 
use of an average cost factor would transcend application of the reduction to 
nontactical reciprocal engine aircraft. 

Additionally, the Air Force used the current standard stock fund unit cost 
in computing the fiscal year 1958 estimate, although we had been advised that 
a probable increase in stock fund prices would be necessary during fiscal year 
1958. This is in accordance with our policy to utilize existing prices and not 
to estimate for anticipated price increases. The latest information available 
indicates that a stock fund increase in prices is unavoidable and will probably 
be effective October 1, 1957. It is estimated that this increase will levy an 
additional fund requirement of approximately $13 million on this project for 
fiscal year 1958. 

All of these factors lead to the inescapable conclusion that a reduction of the 
magnitude imposed by the House committee must result in a reduction of Air 
Force combat capability. Flying is the obvious end product of all of our total 
investment in manpower, facilities, and equipment. The practice of combat 
missions in the air is the final step that forms men and machines into an 
effective combat-ready force. 

The Air Force, therefore, respectfully requests full restoration of the House 
committee reduction of $32 million for aircraft fuel and oil. 


1 Reference 3d par., p. 8. of Committee on Appropriations Report on Department of 
Defense appropriation bill, 1958. 
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Logistical support 


The House Committee on Appropriations, in its report, recommended a reduc- 
tion of $48,055,000 in logistical support. The recommended reduction is com- 

of: 

(a) $43,255,000 applicable to maintenance and overhaul of aircraft and is 
related to the committee recommendation of a reduction of 500,000 flying hours. 

(b) $2,800,000 applicable to printing and reproduction requested on the basis 
that needed authority from the Joint Committee on Printing may not be forth- 
coming. : 

(ec) $2 million applicable to procurement operations eliminated for the pur- 

of balancing the program by keeping other objects of expense in line with 
reduced personnel. 

The reduction of $43,255,000 applicable to maintenance and overhaul of air- 
craft is stated as being related to the reduction of 500,000 flying hours. Accept- 
ance of the fact, therefore, that the reduction in flying hours will have an unin- 
tended effect on the deterrent capability of the Air Force as expressed in the 
previous section of this reclama, automatically invalidates the related reduc- 
tion to maintenance and overhaul of aircraft. However, it is well to point out 
additionally at this time that although flying hours bear a definite relationship 
to depot maintenance, the affinity is not such as to create an immediate respon- 
siveness. For purposes of scheduling uninterrupted workload in depots or con- 
tractor plants it is essential that inputs be directly related to length of time 
between overhauls. Flying hours and usage of aircraft exert a considerable 
influence on the development of the time factor. However, once established, 
the lead time required for planning depot workload is such as to rule out an 
immediate and concomitant response in depot maintenance to a reduction in 
flying hours. It is therefore considered essential, in either event, that the reduc- 
tion in maintenance be reinstated. 

The reduction of $2,800,000 in printing does not take issue with the Air Force 
requirement. Its deletion from the operation and maintenance program is on 
the basis that in the absence of specific authority, the Air Force was compelled 
to speculate that the needed authority from the Joint © mmittee on Printing 
may not be forthcoming. On the assumption that authority will be forthcoming, 
requirement for funds is being withdrawn. 

The reduction of $2 million applicable to procurement operations derives from 
a committee desire to maintain the existing balance between personnel and non- 
personnel costs. The logic that declining personnel costs should normally result 
in Commensurate decrease in nonpersonnel costs is unassailable—provided the 
ground rules remain the same. However, when additional requirements are 
necessitated to comply with congressional action the prior relationship of costs 
cannot be expected to be maintained. For example, the elements which have 
disturbed the balance which the committee desired to maintain are: 

(a) An increase in nonpersonnel expense of $3,769,000 to provide for Air 
Force contribution to the civil service retirement fund. 

(b) $538,000 to provide for additional payments in lieu of taxes by the Air 
Force to State and local governments pursuant to Public Law 388, 84th Congress. 

(c) $2,874,000 for the initial phase of identifying and cataloging industrial 
production equipment held by the Air Force under the Federal catalog program 
pursuant to Public Law 436, 82d Congress. 

In accordance with the above, it is requested that restoration be made of 
$45,255,000 of the $48,055,000 House committee reduction. 

Training support 


The House Committee on Appropriations in its review of the Air Force fiscal 
year 1958 training support requirements recognized that an increase in funds 
was essential to provide for program support and allowed $8 million, or a 2.1 
percent increase over the budget for fiscal year 1957. 

The increase allowed by the committee will not permit the Air Force to finan- 
cially support activities which are essential to meet approved program objectives. 
The Air Force, in computing the fiscal year 1958 budget estimates, took full 
cognizance of the fact that there would be reductions in the military technical 
as well as the primary and basic pilot training programs as evidenced by the fol- 
lowing actions: (1) The civilian personnel program was reduced $8.8 million 
from the fiscal year 1957 position; (2) a reduction of $4.2 million was effected in 
the contract primary flying training school program; (3) the transfer of Army 
aviation training to the Department of the Army was taken into account by the 
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Air Force and the program 440 budget was reduced in the amount of $2.4 inillion; 
and (4) installation support costs were reduced as a result of relinquishing train. 
ing bases for operational purposes. 

Training costs have increased despite the above changes in the program, 
The increase over the fiscal year 1957 program is required to provide: 

(a) $11.2 million for a classified project in support of new weapons systems, 

(b) $4.1 million for expansion of the Air Force Academy. 

(c) $12.3 million for contributions to the Government employees’ retirement 
fund. 

(d) $4.6 million for expansion of the contract food service program. Con- 
tracting for this service is the result of a conscientious evaluation of a pilot 
program extending over a 2-year period. Conclusions were reached which indi- 
eate that employment of contract food service will effect management improve- 
ments in this area, resulting in release of military personnel for operational 
type duties. It is firmly believed that there are obvious advantages to be 
gained by expanding this program. 

(e) $4.2 million for major repairs. In order to finance high priority projects 
which were unforeseen and accordingly not budgeted for in prior years, the 
Air Force, of necessity, had to defer required maintenance and repair work, 
Consequently, substantial deterioration has resulted at many of the training 
facilities. Continued deferment is not in consonance with House committee 
recommendations. 

(f) $4.1 million for expansion of Reserve flying training locations, from 40 
locations in fiscal year 1957 to 46 locations by end fiscal year 1958. 

(g) $1.7 million for tuition costs for contract factory training. The require- 
ment for this training is generated by continued technological advances. Mod- 
ernization of our forces is evidenced by conversion of fighter units to supersonic 
Century series aircraft, conversion of air transport and troop carrier squadrons 
to turbo-prop aircraft and continued development of missile systems which re- 
quire training on highly sensitive guidance and control systems peculiar to the 
more complex propulsion systems. In addition, provision has been made for 
the AFROTC flight instruction program authorized by recent legislative enact- 
ment. 

(h) $0.2 million for contract technical services required to provide field indoe- 
trination to the using units in conjunction with delivery of new specialized 
equipment systems. 

In view of the above, the Air Force requests full restoration of the $14.9 mil- 
lion reduction effected by the House committee in order that the training pro- 
grams of the Air Force can be accomplished in an effective manner. 


Operational support 


The House reduction of $29 million was applied as follows: $3 million to re- 
supply program in Korea ; $16 million to Capehart and Wherry housing mainte- 
nance and furniture; and $10 million to the major repair program. 

The committee makes comparison between Department of Army costs in 
operating the resupply program in Korea and the Air Force estimate. During 
fiscal year 1957 the Air Force has had to supplement Army funds in Korea 
because of Army rollup in that area. The total amount of $7 million as 
requested is needed to provide for shortages which developed under the levels 
of support experienced during fiscal year 1956 and fiscal year 1957. 

In connection with the committee reduction applied to Wherry and Capehart 
housing, although the number of units to be acquired is less, the phasing asso- 
ciated with those that will be acquired in fiscal year 1958 is such that there is no 
appreciable change in dollar requirements. 

The House has recognized the undesirability and uneconomical aspects of 
continuing deferrals of maintenance. However, the House reduction will enable 
little progress to be made in this direction. The Air Force has built up a 
specifically identifiable backlog of deferred maintenance and repairs in excess 
of $118 million in the operational support area. The amount provided for by 
the House is approximately $70 million. 

The Air Force therefore requests full restoration be made of the total $29 
million reduction applied to the operational support area. 


Travel 


The House reduction of $17 million in travel was premised on the basis that 
an increase in fiscal year 1958 over fiscal year 1957 is not in keeping with public 
demands for economy. 
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The increase in travel is, a result of increase in operational type require- 
ments. The fiscal year 1958 budget reflects: An increase in number of air 
combat maneuvers, adjustments in support operations deriving from phasing-in 
of new weapons systems, an increase in the number of units participating in 
rotational movements and air operations expansion of air defense activities, an 
increase in the number of personnel accompanying rotation and training exercises 
due to the buildup of strategic air units to a 1.6 crew-to-aircraft ratio, and an 
increase in the number of operational bases and dispersal sites. 

Since the increases in travel requirements result directly from Air Force 
operations the House reductions cannot be accommodated by administrative 
actions and must therefore result in a reduction in operational, training or 
maintenance support. 

Restoration of the $17 million reduction is therefore requested. 


Deutschemark support 

The House Committee on Appropriations levied a reduction of $21,920,000 
on the basis of anticipated continuation of deutschemark support for forces in 
Germany at the same level as in fiscal year 1957. 

There is no finalized agreement at present and the extent of deutschemark 
support in fiscal year 1958 is unknown. Nevertheless, the Air Force is not 
requesting restoration of this reduction pending completion of negotiations. 
Should deutschemark support not materialize to the extent assumed in the 
House reduction, a supplemental appropriation would be required to finance 
the Air Force program. 


Civilian personnel 
A determination has been made that the Air Force will not include in its 


request for restoration an amount of $1,287,000 associated with the recently 
directed reduction in employment of headquarters civiilan personnel. 


Summary 

The foregoing portion of the recluma is limited to the specific areas of re- 
duction identified in the report of the House Committee on Appropriations. As 
such no cognizance is taken of the many increases which have occurred since 
the submission of the President’s budget. These increases, however are in the 
nature of fixed requirements which will have to be met from fund availability 
during fiscal year 1958 irrespective of the fact that they have not been included 
in the estimate. An illustrative list would include such items as: price in- 
crease for aviation fuel; increased requirements for methyl alcohol used in 
strategic aircraft; wage board increases; repair of fire damage at McChord 
Air Force Base; new operation and maintenance responsibility for the fund- 
ing of lumber and organizational clothing; rail rate increases; ete. 

Full restoration of the House reduction would not completely alleviate the 
composite effect of these increases. Conversely, failure to restore any portion 
of the House reductions would compound the effect on the combat capability 
of the Air Force. 

It is the Air Force belief that it was not the desire of the House to impose 
a reduction which would create the following impact: 

Serious limitation in the capability to maintain first line aircraft. 

Elimination of repair of all crash-damaged aircraft. 

Over 50 percent reduction in depot maintenance of certain type training air- 
craft. 

A two-thirds reduction in depot maintenance of certain type transport and 
troop carrier aircraft, other than MATS. 

Reduction of engine overhauls for second-line aircraft of 50 percent. 

Reduction in maintenance of accessories, electronic equipment, ground pow- 
ered equipment, ete., by 50 percent. 

Reduction in flying hour program of 732,000 hours, or a level of flying below 
the 1955-57 time period. 

Continued deferral of day-to-day maintenance and major repairs. 

Deferral of procurement of furniture. 

Reduction in contractor technician program. 

Continued inability to maintain economical minimum levels of supplies. 

Restoration of the House-imposed reductions as requested would contribute 
significantly to an alleviation of the serious impact indicated above. It is the 
Air Force belief that it was not the desire of the House to, cause this adverse 
effect. 





994 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


MILITARY PERSONNEL, AIR ForRcE 
(P. 26, line 3) 


1957 appropriation * $3, 690, 340, 000 
1958 estimate 3, 840, 000, 000 
3, 801, 600, 000 
3, 801, 600, 000 


1 Excludes propesed transfer of $30,335,000 from “Military construction, Air Force” 
pursuant to H. R. 7221, 


(House Hearings, p. 407) 


‘The Department of the Air Force requests the following amendment: 
PROPOSED AMENDMENT 
000,000”, which is the budget estimate and an increase of $38,400,000 over the 
House approved amount. 


Page 26, line 8: Strike out “$3,801,600,000" and insert in lieu thereof “$3,840, 


EFFECT OF PROPOSED AMENDMENT 


Restoration of the entire House-approved reduction of $38,400,000 would pro 
vide minimum funds necessary to finance essential program requirements on an 
austere basis in support of the 925,000 military personnel required to man the 
128-wing force. 

HOUSE COMMITTEE REPORT 


“The fiscal year 1958 budget request for military personnel was $3,840 million, 
The committee is recommending for appropriation $3,801,600,000 or $38,400,000 
less than the amount requested. * * * Comparing the amount available for fiscal 
year 1957 with the request for fiscal year 1958 requires that certain adjustments 
be made in the amount for 1957. These adjustments are reflected as the $30, 
335,000 supplemental appropriation pending in the third supplemental bill and 
the $28,100,000 made available for fiscal year 1956 expenses from the amount 
appropriated for fiscal year 1957. Reflecting such changes adjusts the total for 
fiscal year 1957 to $3,720,675,000 and puts it on a basis comparable to the $3,840 
million requested and the $3,801,600,000 recommended for fiscal year 1958. The 
true difference between 1957 and 1958 as adjusted should be reflected as an 
increase of $119,325,000 compared with the request for 1958 and an increase 
of $80,925,000 compared with the recommendation. 

“Considering all available facts the committee has made what amounts to 
a token reduction in the military personnel appropriation of $38,400,000 or 1 
percent, as a reflection of the current desires and need for effecting all possible 
economies in the 1958 estimates. This still permits an increase of approximately 
2.2 percent over the amount available for fiscal year 1957. Of the increase 
allowed, approximately $21,809,000 will provide for the additional cost in 1958 
of survivors’ benefit legislation which became effective on a half-year basis in 
1957. The remaining $59,116,000 will be available for application to the antici- 
pated increases in military man-years reflected in requirements for pay and 
allowances and for some increase in the cost of movements of military personnel 
in connection with reassignments resulting in permanent changes in stations. 

“Although a specific part of the reduction has not been applied to the request 
for movement of personnel in connection with permanent change of station, the 
committee expects that some of the reduction will apply to this activity and 
take this way of emphasizing dissatisfaction with the frequency of such moves. 
The committee expects that the Air Force will make every possible effort to 
hold permanent changes of station to a minimum.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The exceptionally high degree of austerity incorporated into the fiscal year 
1958 military personnel appropriation request affords no latitude for absorbing 
reductions without diluting the combat capability and directly reducing the 
size of the force. In consideration of the established Air Force missions and 
force goals it was initially determined that an end-year military strength of 
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938,400 for fiscal year 1958 was required. However, lower manpower ceilings were 
established providing for an end-year strength of only 925,000 military personnel 
for fiscal year 1958. This tight manpower ceiling dictates that maximum utili- 
gation of personnel be achieved. Through vigorous manpower management efforts 
a continually higher degree of personnel utilization has been realized. As one 
example, the percent of military personnel assigned to the operating force in 
fiseal year 1954 was 52.9 percent. In fiscal year 1958 the number of personnel 
assigned to the operating force will be 66.1 percent. Another indication of 
the austerity incorporated in the fiscal year 1958 program to remain within the 
requested $3,840,000,000 appropriation was the early release of 79,000 airmen by 
3 months and about 3,000 officers by 2 months. 

The reduction in this appropriation request as approved by the House amounted 
to $38,400,000. This action appears to have been largely influenced by a direct 
comparison of funds required for military personnel costs in fiscal year 1957. 
Virtually all of these military personnel fund requirements are fixed costs based 
upon statutory rates. In such a large and complex program there are many 
inherent and important factors which must be carefully evaluated to make 
such year-to-year comparisons valid. 

A comparison of the amount of funds available for fiscal year 1957 and the 
amount requested for fiscal year 1958 shows an increase of $119 million for 
fiscal year 1958. After the reduction recommended by the House, an increase of 
only $81 million would be provided for fiscal year 1958. About $22 million of this 
amount is required for the higher cost of social security benefits provided by 
Public Law S81, and is necessary to meet the 12 months’ requirement for this 
cost in fiscal year 1958 as compared to 6 months’ requirement in fiscal year 
1957. 

The balance of $59 million is not adequate to cover the other personnel costs 
which cause the increase in requirements between the 2 years. The more im- 
portant of these elements include provisions in the basic pay, quarters allow- 
ance, and subsistence items: (1) for approximately 380 officer and 6,300 air- 
man man-years more than in fiscal year 1957—an increase necessary to effectively 
man the programed 128 wings: (2) for the inevitable upward trend in average 
longevity ; (3) for dependency benefits related to the more mature force; and (4) 
for the moderate increase in grade structure associated with the programed 
buildup to the authorized limits of the Officer Grade Limitation Act of 1954, 
and in the airman program, to a structure sufficient to provide the balanced pro- 
fessional force needed to retain competent, expensively trained technical 
personnel. 

Certain increases in permanent change-of-station travel must also be covered 
in this amount. Because of a change in financial responsibility for expenses inci- 
dent to the transshipment of Air Force sponsored cargo and passengers through 
Army Transportation Corps terminals, the fiscal year 1958 requirements in- 
elude $8 million for reimbursement of the Army industrial fund: whereas, in 
the fiscal year 1957 budget this item was budgeted and financed by the Depart- 
ment of the Army. Another significant difference between the fiscal year 1957 
and fiscal year 1958 personnel programs is the greater use of commercial airlift for 
the overseas movement of military personnel which will reduce by 50 percent 
the unproductive time in transit. In order to maintain our overseas combat 
units in a constant state of readiness with the limited manpower authoriza- 
tions, it is necessary that the Air Force contract for additional airlift in the 
amount of $28,600,000 in fiscal year 1958, compared to fiscal year 1957. Also, 
in fiscal year 1958 an additional $2,200,000 is required for unit moves to support 
the Strategic Air Command deployment plans. These increases, however, are 
partially offset by a $14,800,000 reduction in individual permanent change-of- 
station movements and Military Sea Transportation Service requirements. 

Should the proposed reduction be imposed, the Air Force would need to take 
the following type actions: 

(a) Reduce the fiscal year 1958 military personnel end strength from 925,000 
to 910,000 with an accompanying downward revision of force structure. This 
would represent about 5,500 fewer officers and 9,500 fewer airmen. 

(b) Release airmen eligible for separation in fiscal year 1958 up to 5 months 
early. 

(c) The phasing of the recall of officers with critically needed skills and the 
initial active duty reporting dates of nonrated AFROTC officers would be de- 
layed up to 6 months. Involuntary reduction in force (RIF) of a large number 
of career Reserve officers would be required. 

(d) Airmen procurement would be reduced by 9,500 in fiscal year 1958, which 
would require that fiscal year 1959 airmen procurement be double that for 
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fiscal year 1958 to meet long-term force requirements. Fiscal year 1958 will be 
a year of heavy losses of airmen due to the large procurement 4 years earlier iy 
fiscal year 1955. This would result first in a contraction in fiscal year 1958 ang 
then a drastic expansion in fiscal year 1959 of the Air Training Command to 
accommodate the varying training loads. The consequent reassignment and 
movement of large numbers of personnel would be very costly and wasteful, 

Regarding the officers and airmen who would be involved in the required 
reduction, nearly half of their term of service will have been spent in training, 
Their early release would accordingly decrease the period of their effective 
service and consequently decrease, the return of the Government’s investment 
in costly training. Further, such early release action would force a decision 
eoncerning military service as a career at a time when surveys have shown 
that many individuals who finally elect career service are still undecided. The 
harmful effects of such a program have been forcefully demonstrated by the 
reduction in the officer force and early release of airmen in previous years by 
reason of shortage of funds. The beneficial effects of the regular officer augmen- 
tation program to retain our critically needed officers would be negated by 
such curtailing actions. In addition, early release of the magnitude required 
would leave large numbers of vacancies for an extended period of time in Air 
Force combat units. Replacement schedules are geared to training school pro- 
duction and normal service termination dates. Effective personnel management 
would be seriously disrupted by these actions. 

The most crucial problem confronting the Air Force today is the retention 
of experienced, expensively trained, technical personnel. Airpower means 
people. The security and career attractiveness of service in the Air Force 
for our highly skilled technicians would be seriously shaken by the actions 
necessary to effect a reduction in force as necessary under the proposed reduc- 
tion. 


RESERVE PERSONNEL APPROPRIATION 
(P. 26, line 12) 


1957 appropriation___-~ 


jing is Snip a ya ge tg aia ehetletaee $59, 300, 000 
ee CNC sch ne ep eee ats ennlelaen 57, 000, 000 
SOO ROMEO in ee te ese sen ean 55, 000, 000 
Pes OE adi . camer dietitian eb elke nbs 55, 000, 000 


(House hearings, p. 522) 


The Department of the Air Force requests the following amendment: 


PROPOSED AMENDMENT 


Page 26, line 12: Strike out “$55,000,000” and insert in lieu theerof “$57,000,- 
000”, which is the budget estimate and an increase of $2 million over the House 
approved amount. 

EFFECT OF PROPOSED AMENDMENT 


The restoration of $2 million is necessary to provide for the planned manning 
and quality training of Air Force Reserve units and individuals in order to attain 
an immediately available Ready Reserve force with the maximum combat 
eapability. 

HOUSE COMMITTEE REPORT 


“The committee doubts very much that the Air Force Reserve program will 
attain the objectives set forth for fiscal year 1958, and accordingly has made 


a $2 million, or 3.5 percent, reduction in the request.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The committee’s reduction of $2 million for the Reserve personnel appropria- 
tion, based upon the rate of growth during fiscal year 1957, is not considered 
appropriate. During this program period the Air Force initiated certain repro- 
graming actions, consistent with mobilization plans, which involved the deletion 
of certain miscellaneous support-type units. In addition, administrative actions 
were taken to screen and match individual reservists against mobilization grade 
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I be and skill requirements. As a result of these administrative actions, it is believed 
er in that a more realistic position has been established in which to move forward. 
and The personnel gains reflected for fiscal year 1958 over fiscal year 1957 are pred- 
d to ieated upon established experience factors, planned unit activations, and current 
and personnel trends. Consequently, the total gains anticipated during fiscal year 
al, 1958 after eliminating administrative actions occurring in fiscal year 1957, are 
ured considered both realistic and feasible of attainment. In fact, to obtain the most 
ling, desirable program, control measures have been taken to hold manning below indi- 
= cated capabilities in certain training programs. 
nen 
sion 1958 PROGRAM 
own ry Y ° . 
The General Bogarr. Thank you, Mr. Chairman. I believe then that 
= that will complete the formal statement that I should make at this 
by ° 
1en- time. 
a ~ ‘ 9 
by I would like to suggest that we proceed to General Callahan’s state- 
red ment which will be the program on which our fiscal year 1958 budget 
eo is prepared. 
end Senator ELLenper. Very well, General Callahan. 
ion STATEMENT OF MAJ. GEN. DANIEL F. CALLAHAN, ASSISTANT FOR 
in 
a PROGRAMING, DEPUTY CHIEF OF STAFF, OPERATIONS 
ng 
uc- PREPARED STATEMENT 
Senator Ex.tenper. The prepared statement of General Callahan 
will be inserted in the record. 
(The statement referred to follows :) 
00) STATEMENT OF MAJ. GEN. DANIEL F. CALLAHAN, ASSISTANT FOR PROGRAMING, 
00 Deputy CHIEF OF STAFF, OPERATIONS, ON AIR FORCE PROGRAMS 
00 
00 Brief biographical sketch of witness.—Born June 8, 1910, Zenda, Kans. 
Graduate ; USMA, 1931; Primary Fly Sch, Advanced Fly Sch Bombardment 
Crse, 1932; Airplane Maint Engrg-Armament Crs, 1936; Engrg Sch, 1988; MS 
in ME, Univ of Mich, 1939. Rated: Comd Pit, Cmd Obsvr, Techn Obsvr. 
1941-42, US Mil North African Mission ; 1942—44, Air Svs Cmd, CBI; 1945-48 
Asst Chief of Staff, A-+4+ with ConAC & SAC; 1948-50, Chf, Log Plans Gp & 
Asst for Foreign Aid, DCS/Mat, Hy USAF; 1950-52, NATO Staff; 1952-53, 
Chf, US MAAG, UK; 1953 to present, Deputy Asst for Programming and 
,- Asst for Programming, DCS/O, Hq USAF. LM with 2 OL©; Air Medal; 
e Commend Med; American Def Med with BS; EAME Camp Med; Vic Med; 
Chinese AF Med of Merit. 
: OPENING STATEMENT 
n Mr. Chairman and members of the committee, the Secretary and Chief of Staff 
t of the Air Force have reviewed with you the broad policies, force objectives, and 
future technological developments which governed the formulation of our budget 
request for fiscal year 1958. My purpose is to present for your consideration the 
! specific components of the Air Foree program on which this budget was prepared. 
: You have already been given, in executive session, many elements of the force 


that can be provided with the manpower, funding, and physical resources now 
available plus those being recommended for your support. Throughout these 
appropriations hearings you will be given our best estimate of what the Air 
Force must be capable of accomplishing today and in the foreseeable future and 
the environments within which it may be required to perform its assigned mis- 
sions. This is the Air Force you are being asked to support with this fiscal 
year 1958 budget—an Air Force designed to deter aggression or failing that, 
to retaliate instantly and decisively anywhere in the world. 

The missions assigned to the Air Force clearly reflect the recognition by the 
United States of its worldwide responsibilities. The Air Force has been charged 
with the development and maintenance of a secure strategic retaliatory force; 
operation of an effective and efficient defense system; providing close combat 
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support to the United States Army; and to furnish military airlift, as required, 
worldwide. 





MISSILE WEAPON SYSTEMS 










The Air Force recognizes that missile weapon systems of test proven capabil- 
ity are fast becoming an essential element of the strength of airpower. However, 
the deterrent capability and the immediate usefulness in combat of airpower 
can be no more effective than the proven operational capability of the weapon 
systems with which it is equipped. It is for this very important reason that 
at the present time our force structure must consist primarily of aircraft weapon 
systems, these augmented by missile weapon systems of test-proven capability, 
As proven missiles become available, they will assume a larger role in airpower, 
This is a development which we are anticipating. 

Our present and future programs are indicative of the transition phase we 
are now in. Already the Matador has taken its place in our tactical forces; 
the Bomare will soon be satisfying a requirement which would once have been 
met by short-range fighter interceptors in the air defense forces; and strategie 
missiles of intermediate and intercontinental ranges are now foreseen as impor- 
tant future additions to our strategic forces. 

An important aspect of this force structure is its character as a transition 
force. For the first time missiles, weapons of proven usefulness, take their place 
in the major combat units which comprise our air strength: with the passage 
of time—and perhaps less time than some would think—this new trend will 
assume greater significance. The Air Force counts heavily on its missiles to 
assure the preservation of its deterrent and combat effectiveness. 
























MAJOR FORCES 





To take full advantage of technolozical improvements in weapon systems and 
to use available resources most efficiently requires continuing reevalution of 
force composition. 

The following table is a force composition comparison of the end fiscal year 
1957 position for the 137-wing Air Force presented last year and that of the 
revised force contained in current programs. The composition of the force is 
also included for end fiscal year 1958: 
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Let me discuss briefly the difference between the end fiscal year 1957 force 
goal presented last year and that which is now contained in our current pro 
gram. Although there have been a few additional adjustments, I shall present 
only those which affect end fiscal year composition. 

The changes which have been made to the end fiscal year 1957 programed force 
from that presented a year ago are: 1 of the strategic fighter wings has been 
replaced by a light strategic reconnaissance wing; 1 strategic fighter wing will 
become a fighter bomb wing; 2 fighter interceptor wings have been dropped from 
the program: 4 troop carrier assault units and 1 tactical missile wing are to 
be included in the major force structure; and 3 day fighter wings will not be 
activated. This means that 5 fighter type units represent the major reduction 
in the force. On the plus side we are including in the combat force structure 
the 4 troop carrier assault wings and the 1 tactical missile wing. The total 
wing strength at the end of fiscal year 1957 remains at 137. 

During fiscal year 1958, 5 strategic fighter wings will be eliminated from the 
Strategic Forces; 1 tactical bomb and 3 fighter bomb wings will be dropped 
from the Tactical Forces. 

These 2 fiscal-year revisions represent a gross reduction of 14 wings from the 
end fiscal year 1957 force structure presented last year to the currently pro- 
gramed end fiscal year 1958 force structure position. These 14 wings consist 
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of 6 strategic fighter and fighter reconnaissance wings, 2 fighter interceptor 
wings, 1 tactical bomb wing, 2 fighter bomb wings, and 3 day fighter wings. 
During this same period 5 combat wings consisting of 4 troop carrier assault 
wings and 1 tactical missile wing are included in the major force structure 
resulting in a net reduction of major forces of 9 wings leaving a programed 
total of 128 at the end of fiscal year 1958. It must be anticipated that as we 
go into the 1959-60 program period, the composition of this force structure will 
be subject to further review and possible change. 


EQUIPPING OF MAJOR FORCES 


Strategic.—At the present time our heavy bomb wings are equipped with the 
B-36 and the B—-52 which is replacing the B-36. This conversion to B—52’s will 
be largely completed during fiscal year 1959. The medium bomb wings are 
equipped with the B47. The supersonic B-58 medium bomber is being evalu- 
ated us a possible follow on to the B-47. The medium strategic reconnaissance 
units are equipped with the RB-47. The strategic fighter reconnaissance wing, 
phasing out of the force during fiscal year 1958, is equipped with the RF-S84. 
The strategic fighter wings are equipped with the F—S4 and the F—101A. 

Our future program for strategic missile squadrons contemplates a combina- 
tion of the Snark-—an air-breathing missile, an intermediate range ballistic 
missile of the Thor-Jupiter class, and the Atlas and Titan—both of which are 
intercontinental ballistic missiles. 

Air defense—In our air defense force, the F-—94’s will phase out during 
fiscal year 1959 and the number of wings equipped with F—86’s and F-—89’s will 
be reduced as conversions are made to century-series fighter interceptor air- 
eraft. In the not too distant future, the Bomare surface-to-air interceptor 
missile will become an important addition of our air defense capability. 

Tactical.—After the fiscal year 1958 elimination of the obsolescent B45 
tactical bomber, the remaining tactical bomb wings will be equipped with B-66’s 
and B-57’s. The first tactical missile wing, now located in Europe, is equipped 
with the A and C series of the Matador. Under present programs additional 
Matador squadrons will be deployed. A major portion of the fighter bomb 
wings will be equipped with century-series aircraft during fiscal year 1958; all 
day fighter wings will be century-series equipped during the same period. 

The heavy troop carrier wings are now equipped with the C-124 and no re- 
equipping is currently planned for these units. The conversion of medium 
troop carrier wings from C—119’s to the turboprop C—130 is progressing according 
to schedule. The airlift capability of these C-—119’s will be retained in that a 
major portion of them are scheduled for transfer to the Air Force Reserve. The 
troop carrier assault wings are equipped with the C—123. 


SUPPORT FORCES—-FLYING 


The aerial tanker is an essential factor in our capability to retaliate instantly 
and decisively and return the strike aircraft to base. At the present time, the 
propeller driven KC—97 is the backbone of our strategic aerial refueling capabil- 
ity. This conventional tanker will continue to be a major part of this capability. 
We are now procuring the KC—-135 jet tanker on the basis of 2 per each 3 B-52’s. 
This ratio has been determined through the process of evaluating raw require- 
ments established by war planning, and then modifying those requirements on 
a best judgment basis after consideration of many other important and related 
factors. Through this procedure, the ratio of 2 to 3 has been established as the 
proper tanker-bomber ratio under present circumstances. As these circum- 
stances change, the tanker force, like other elements of our force structure, will 
require reevaluation. For tactical forces mobility we will continue to utilize 
the KB—50. 

A slight reduction in MATS transport units is programed, but achievement 
of the planned increase in average daily utilization of the fleet should leave 
our strategic airlift effectiveness generally unchanged. 

There are other aircraft equipped units in the Air Force such as airborne 
early warning and control, tow target, strategic support, air rescue, photo map- 
ping, and weather reconnaissance. These units perform a very vital support 
role in insuring instant combat readiness and effectiveness of the major forces. 


SUMMARY OF USAF GENERAL PROGRAM DATA 


During fiscal year 1958, a slight increase is planned in our major installations, 
which include operational, logistical, research, development and test, and train- 
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ing types. This increase is associated with construction now underway and to 
be completed, most of which is overseas, with a small amount of construction 
not yet commenced such as for missiles and for dispersal of our combat forces, 

Our military personnel strength will move from an onboard position of 
909,958 at end fiscal year 1956 to 925,000 at end fiscal year 1958. 

Our (01) civilian personnel goals will reduce from 345,000 at end fiscal year 
1957 to 341,000 at end fiscal year 1958. 

Pilot training production will decrease to 5,131 during fiscal year 1958. 

Our technical training program contemplates an increase in requirements 
during fiscal year 1959 and is associated with an anticipated high-loss year. A 
greater personnel retention rate would substantially reduce this anticipated 
peak load. 

Our flying-hour program provides for 9.4 million hours during fiscal year 1957 
with a slight reduction programed for fiscal year 1958. These flying hours repre. 
sent the peacetime activity of the Air Force aimed at attaining and maintaining 
a high level of force reaction capability. Of the total hours programed for fiscal] 
year 1958, 38 percent will be flown in unit training, which is directly related to 
our offensive and defensive capability; flying training will account for 30 per. 
cent; the Military Air Transport Service will fly 8 percent; combat readiness 
training which is provided for only on a minimum essential basis will account 
for 15 percent; and the remaining 9 percent will be flown in test, test support, 
special mission, administrative, and bailment aircraft time. 

The USAF active aircraft inventory reduces from an end fiscal year 1957 
position of approximately 21,000 to 20,000 at end fiscal year 1958. 


AIR FORCE RESERVE 


During fiscal year 1958, 3 fighter bomber and 2 tactical bomb wings are 
scheduled to convert to medium troop carrier wings. 

Programed flying hours will increase gradually as the strength and capability 
of the Air Force Reserve flying units increase. 

The planned active aircraft inventory for the Air Force Reserve will be 
approximately 1,300 aircraft on 46 flying installations at end fiscal year 1958, 
Air Reserve centers, which provide for much of the individual training, are 
programed at 93 during fiscal year 1958. 

The personnel in a paid status is programed to increase from approximately 
73,000 at end fiscal year 1957 to 84,000 during fiscal year 1958. 


ATR NATIONAL GUARD 


The combat units of the Air National Guard are increasing in air-defense capa- 
bility. During fiscal year 1958, 2 tactical bomb wings will be replaced by 2 
fighter interceptor wings. Fighter interceptor squadrons of the Air National 
Guard are now standing daytime runway alert at 19 installations in the United 
States and 1 in Hawaii. 

The flying hours programed for the Air National Guard also represent an in- 
crease based on the contemplated capability of the units to generate and support 
these hours. 

The active aircraft inventory increases to approximately 2,600 at end fiscal year 
1958. The flying installations of the Air National Guard will increase to 94 
during fiscal year 1958. The nonflying installations level at 42 during the current 
fiscal year. A gradual increase in personnel is programed and is in balance with 
the increase in active aircraft inventory plus the runway alerts being performed, 
as well as the manning of certain aircraft control and warning sites on a 24-hour 


MOBILIZATION RESERVE M ATERIEL 


Air Force mobilization reserve materiel policies have heen adjusted to our belief 
that to deter aggression, or retaliate instantly if attacked, requires ready combat 
forces in being; that the critical initial period of any future war will be of rela- 
tively short duration and the forces in being must, therefore, be of maximum 
effectiveness at the beginning of and during such a critical period. 

Prior to the fiscal year 1957 estimates, our prestocking policy was related to 
a post D-day production capability. To continue following such a policy meant, 
to the Air Force, that a significant part of the resources made available during 
periods of peace would be invested in war reserve stocks at the expense of at- 
taining and maintaining an effective combat force in being. For that reason, 
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the D-day to production-day concept was reexamined and a lower level of materiel 
reserve was established. This new policy which we are continuing to follow 
provides an equitable balance between mobilization materiel support and combat 
ready D-day forces and will provide a reasonablee degree of support for conduct 
of operations after the critical initial period. 


CONCLUSION 


This concludes the presentation on Air Force programs which were the basis 
for the budget estimates now being presented for your approval. 


GENERAL STATEMENT 


General Cartanan. Mr. Chairman and members of the committee, 
the Secretary and Chief of Staff of the Air Force have reviewed with 
you the broad policies, force objectives, and future technological 
developments which governed the formulation of our budget request 
for fiscal year 1958. 

My purpose is to present for your consideration the specific com- 
ponents of the Air Force program on which this budget was prepared. 

You have been and will be given many elements of the force that 
can be provided with the manpower, funding and physical resources 
now available, plus those being recommended for your support. 

Throughout these appropriations hearings you will be given our 
best estimate of what the Air Force must be capable of accomplishing 
today and in the foreseeable future and the environments within which 
it may be required to perform its assigned missions. 

This is the Air Force you are being asked to support with this fiscal 
year 1958 budget—an Air Force designed to deter aggression or, fail- 
ing that, to retaliate instantly and decisively anywhere in the world. 

The missions assigned to the Air Force clearly reflect the recognition 
by the United States of its worldwide responsibilities. 

The Air Force has been charged with the development and mainten- 
ance of a secure strategic retaliatory force; operation of an effective 
and efficient defense system; providing close combat support to the 
United States Army, and to furnish military airlift, as required, 
worldwide. 

MISSILE WEAPON SYSTEMS 


The Air Force recognizes that missile weapon systems of test-proven 
‘apability are fast becoming an essential element of the strength of 
airpower. However, the deterrent capability and the immediate use- 
fulness in combat of airpower can be no more effective than the proven 
operational capability of the weapon systems with which it is 
equipped. 

It is for this very important reason that at the present time our force 
structure must consist primarily of aircraft weapon systems, these 
augmented by missile weapon systems of test-proven capability. 

As proven missiles become available, they will assume a larger role 
in airpower. This is a development which we are anticipating. 

Our present and future programs are indicative of the transition 

phase we are now in. Already the Matador has taken its te in 
our tactical forces, the BOMARC will soon begin to satisfy a re- 
uirement which would once have been met only by short-range 
fohter interceptors in the air-defense forces; and strategic missiles 
of intermediate and intercontinental ranges are now foreseen as 
important future additions to our strategic forces. 
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An important aspect of this force structure is its character as 4 
transition force. For the first time missiles, weapons of proven 
usefulness, take their place in the major combat units which comprise 
our air strength. With the passage of time, and perhaps less time 
than some would think, this new trend will assume greater significance, 

The Air Force counts heavily on its missiles to assure the preser- 
vation of its deterrent and combat effectiveness. 


MAJOR FORCES 






To take full advantage of technological improvements in weapon 
systems and to use available resources most effic iently requires con- 
tinuing reevaluation of force composition. 

The “following table is a force composition comparison of the end 
fiscal year position for the 137-wing Air Force presented last year 
and that of the revised force contained in current programs. ‘The 
broad composition of the force is also included for end fiscal year 1958, 
(The table referred to follows :) 


| End fiscal End fiseal 
Major forces Last year year 1957, year 1958, 
revised revised 




















Strategic..__.....- Sue eae ‘ f { 
Air defense. ___- c. mee eee Pe een Tre 34 32 32 
Tactical __- ; ‘ 
















Senator ELLENDER. 
wings? 

There was some discussion of that earlier. 

General Cattanan. That is true, sir. Both the Secretary and the 
Chief of Staff have made it clear in their appearances before the 
committees of Congress that the 137 wings which we are now showing 
for the end fiscal year 1957 position are not the same 137 wings which 
we had shown to you last year as our program for the end of this fiscal 
year 1957 position. ‘That in fact we are bringing four troop carrier 
assault wings which have previously been carried as support forces, 
flying, into the major force structure and counting them in the 137 
wings. 

Additionally we are counting in this force structure at the end of 
fiscal year 1957 one Matador tactical missile wing, which is currently 
in being and is over in Europe in position, so that there are five wings 
which we would have had in the structure at the end of this fiscal year 
which were not previously counted when the program was presented 
a year ago. And there are five fighter-type wings which have been 
dropped from the force structure. 

The net result is, as Senator Symington has previously pointed out, 
that we have five wings less in being at the end of this fiscal year than 
we had previously programed. 

Senator Symineton. To what extent has that reduced our combat 
capability ? 

iosest CaLLAHAN. Our combat capability has been reduced by five 
fighter wings at the end of fiscal year 1957. Specifically, those are 2 
fighter- interceptor wings and 3 day-fighter wings. 


Are we to understand that your goal is still 137 
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GREATER STRIKING POWER 


Senator Symincron. In the statement made by General Nathan 
Twining, he said this: 


As I have said, I have no doubt the 128-wing force will have far greater 
striking power than the 137-wing force we had planned earlier. By that I mean 


1953. 

Do you agree with that ? 

General CALLAHAN, Yes, sir. General Twining was referring to 
the 137-wing force structure which was established in 1958 as the “Air 
Force goal for the end of fiscal year 1957. 

Senator Symineton. That is what I was asking about, also. 

General Cattanan. Yes, sir. I quite agree that the 128 wings we 
will have at the end of fiscal year 1958 will have greater striking power 
and combat capability than those which were programed i in 19: 53. 

Senator Symineton. I am glad to have that clear in the record. 

You may proceed. 

General CaLLanan. Thank you. 

Let me review briefly the difference between the end fiscal year 
1957 force goal presented last year and that which is now contained 
in our current program. 

Although there have been a few additional adjustments, I shall 
present only those which affect end fiscal year composition. 

The changes which have been made to the end of fiscal year 1957 
programed force from that presented a year ago are: 

One of the strategic fighter wings has been replaced by a light 
strategic reconnaissance wing; 

One str: itegic fighter wing y will become a fighter bomb wing; 

Two fighter interceptor wings have been dropped from the pro- 
gram ; 

Four troop carrier assault units and one tactical missile wing are 
to be included in the major force structure ; 

And three day-fighter wings will not be activated. 

This means that five fighter-type units represent the major reduc- 
tion in the force. 

On the plus side we are including in the combat force structure 
the 4 troop-carrier assault wings and the 1 tactical-missile wing. The 
total wing strengtht at the end of fiscal year 1957 remains at 157. 

During fiscal year 1958, 5 strategic fighter wings will be eliminated 
from the strategic forces; 1 tactical bomb and 3 fighter bomb wings 
will be dropped from the tactical forces. 

These two fiscal year revisions represent a gross reduction of 14 
wings from the end of fiscal year 1957 force structure presented last 
year to the currently programed end fiscal year 1958 force structure 
position. 

These 14 wings consist of 6 strategic fighter and fighter reconnais- 
sance wings; 2 fighter interceptor wings, 1 tactic al bomb wing, 2 
fighter bomb wings, and 3 day-fighter wings. 

“During this same period 5 combat wings consisting of 4 troop- 
carrier assault wings and 1 tactical- missile wing are included in the 
major force structure resulting in a net reduction of maior forces 


of 9 wings, leaving a programed total of 128 at the end of fiseal year 
1958. ; 
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It must be anticipated that as we go into the 1959-60 program 
period, the composition of this force structure will be subject to 
further review and possible change. 


EQUIPPING OF MAJOR FORCES 


Strategic: At the present time our heavy bomb wings are equipped 
with the B-36 and the B-52, which is replacing the B-36. This con- 
version to B—52’s will be largely completed during fiscal year 1959, 

The medium bomb wings are equipped with the B47. 

The supersonic B-58 medium Came is being evaluated as a pos- 
sible follow-on to the B-47. 

The medium strategic reconnaissance units are equipped with the 
RB-47. 

The strategic fighter reconnaissance wing, phasing out of the force 
during fiscal year 1958, is equipped with the RF-84. 

The strategic fighter wings are equipped with the F-84 and the 
F-101A. 

Our future program for strategic missile squadrons contemplates a 
combination of the Snark—an air-breathing missile, an intermediate 
range ballistic missile of the Thor-Jupiter class, and the Atlas and 
Titan, both of which are intercontinental ballistic missiles. 

Air defense : In our air-defense forces, the F—94’s will phase out dur- 
ing fiscal year 1959, and the number of wings equipped with F-86’s 
and F-89’s will be reduced as conversions are made to Century series 
fighter interceptor aircraft. 

In the not too distant future, the Bomare surface-to-air interceptor 
missile will become an important addition to our air-defense capability. 

Tactical: After the fiscal year 1958 elimination of the obsolescent 
B-45 tactical bomber, the remaining tactical-bomb wings will be 
equipped with B-66’s and B-57’s. The first tactical missile wing, now 
located in Europe, is equipped with the A and C series of the Matador. 
Under present programs additional Matador squadrons will be 
deployed. 

A major portion of the fighter-bomb wings will be equipped with 
Century series aircraft during fiscal year 1958; all day-fighter wings 
will be Century series equipped during the same period. The heavy 
troop-carrier wings are now equipped with the C-124, and no re- 
equipping is currently planned for these units. 

The conversion of medium troop-carrier wings from C-119’s to the 
turboprop C-130 is progressing according to schedule. The airlift 
capability of these C-119’s will be retained in that a major portion of 
them are scheduled for transfer to the Air Force Reserve. The troop 
carrier assault wings are equipped with the C-123. 


PHASING OUT OLD MODELS 


Senator Eitenver. At that point, General, you say you are phasing 
out. That means you are ridding yourself of old models and bring- 
ing in something new ? 

General CALLAHAN. That isright. We are introducing new models 
into the equipping of our units. We phase out, as I mention, the 
older models, and those models, to the extent that they are usable, are 
allocated to the Reserve Forces; that is, the Air Force Reserve and 
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the Air National Guard. Some of them will also flow into the military 
assistance program. 

Senator ELLeENpER. To what extent can you use any of the parts of 
the older models in connection with the new models? 

General CALLAHAN. With the production of a new model, many of 
the parts are not interchangeable, but there generally are some which 
are interchangeable and, to the extent that we can use serviceable old 
parts upon new models, we do so. There are many instances, such 
as in ground handling equipment, where we continue the same articles 
in use to support a new model as we phase out an older type. 

Senator ExLeNnper. Does it often happen that, in the transition from 
an old model to a new model, some of the so-called old models have 
little utility and they are discarded ¢ 

General CaLLanan. Not too frequently would that occur in the 
production of aircraft themselves. There unquestionably could be 
some instances where, due to a substantial step forward in the develop- 
ment of a new type, in fact, you would only have a short useful life 
for a given model of aircraft. But, as a general rule, the aircraft will 
remain in service for some time, and in most instances the newer air- 
craft that would be phased out of the Regular Establishment will flow 
on into the Reserve Forces and continue to provide good usage for a 
reasonable period of time. 


OVERAGE OF SPARE PARTS 


Senator ELitenper. To what extent do you have an overage of spare 
parts when you make a change from an old model to a new model? 
What happens to the old parts? 

General CaLLAHANn. I am sure that we end up having more spare 
parts in the form of an overage than we like to have. 

Senator ELLeNnper. I can well understand that. 

General CaLLaHan. We have been making strenuous efforts for a 
long time to eliminate that sort of thing. Specifically, as an example, 
we have a program now in being to use the spare parts that can be 
made available by reclamation from the B-36’s which we are scrap- 
ping. So that the spare parts that can be reclaimed from those air- 
craft as they are scrapped are used on the aircraft which are con- 
tinued in the program. 

Senator ELLenper. In your design, do you consider the possibility 
of using the spare parts you have on hand? Is that your method of 
approach ? 

General CaLLAHAN. To the extent that it is feasible to do that sort 
of thing, it has been and is being encouraged, Mr. Chairman. How- 
ever, the rate of technical development that has occurred has fore- 
stalled a substantial contribution of that nature. Some of it is bein 
done and, to the extent that it is reasonable to be done, it is encouraged. 

Senator ELLenper. Well, at best, war is a waste and there is no rea- 
son to accelerate it. That is why I asked the question. 

General CaLuanan. That is right, sir. We in the Air Force are 
doing everything that we know how in order to avoid waste. 


SUPPORT FORCES—-FLYING 


_ The aerial tanker is an essential factor in our capability to retaliate 
instantly and decisively and return the strike aircraft to base. At the 
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present time, the propeller-driven KC—97 is the backbone of our stra- 
tegic aerial refueling capability. This conventional tanker will con- 
tinue to be a major part of this capability. 

We are now procuring the KC-135 jet tanker on the basis of 2 
each 3 B-52’s. This ratio has been determined through the procesg 
of evaluating raw requirements established by war planning, and then 
modifying those requirements on a best judgment basis after consider. 
ation of many other important and related factors. Through this 
procedure, the ratio of 2 to 3 has been established as the proper tanker. 
bomber ratio under present circumstances. As these circumstances 
change, the tanker force, like other elements of our force structure, 
will a ore reevaluation. 

For tactical forces mobility we will continue to utilize the KB-50, 

A slight reduction in MATS tri sport units is programed, but 
achievement of the planned increase in average daily utilization of 
the fleet should leave our strategic airlift effectiveness generally un- 
changed. 

There are other aircraft equipped units in the Air Force such as 
airborne early warning and control, the tow target, strategic support, 
air rescue, photo mapping, and weather reconnaissance. 

These units perform a very vital support role in insuring instant 
combat readiness and effectiveness of the major forces. 


SUMMARY OF USAF GENERAL PROGRAM DATA 


During fiscal year 1958 a slight increase is planned in our major in- 
stallations, which include operation: ul, logistical, research, develop- 
ment and test, and training types. This increase is associated with 
construction now underway and to be completed, most of which is 
overseas, with a small amount of construction not yet commenced such 
as for missiles and for dispersal of our combat forces. 

Our military personnel strength will move from an on board posi- 
tion of 909,958 at the end of fiscal year 1956, to 925,000 at end fiseal 
year 1958. 

Our (01) civilian personnel goals will reduce from 345,000 at end 
fiscal year 1957 to 341,000 at end fiscal year 1958. 

Pilot training production will decrease to 5,131 during fiscal year 
1958, 

Our technical training program contemplates an increase in require- 
ments during fiscal year 1959 and is associated with an anticipated 
high loss year. 

A greater personnel retention rate would substantially reduce this 
anticipated peak load. 

Prior to the recent curtailment our flying hour program provided 
for 9.4 million hours during fiscal year 1957 with a slight reduction 
from this figure programed for fiscal year 1958. These flying hours 
represent the peacetime activity of the Air Force aimed at attaining 
and maintaining a high level of force reaction capability. 

Of the total hours programed for fiscal year 1958, 38 percent will be 
flown in unit training, which is directly related to our offensive and 
defensive capability. Flying training will account for 30 percent. 

The Military Air Transport Service will fly 8 percent ; combat readi- 
ness training which is provided for only on a minimum essential basis 
will account for 15 percent; and the remaining 9 percent will be flown 
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in test, test support, special mission, administrative, and bailment air- 
craft time. é 5 

The USAF active aircraft inventory reduces from an end fiscal 
year 1957 position of approximately 21,000 to 20,000 at end fiscal 


year 1958 . 
AIR FORCE RESERVE 


During fiscal year 1958, 3 fighter bomber and 2 tactical bomb wings 
of the Air Force Reserve are . scheduled to convert to medium troop 
carrier Wings. 

Programed flying hours will increase gradually as the strength and 
ca ability of the Air F orce Reserve flying units increase. 

The planned active aircraft inventory for the Air Force Reserve will 
be approximately 1,300 aircraft on 46 flying installations at end fiscal 
year 1958. 

* Air Reserve centers, which provide for much of the individual 
training, are programed at 93 during fiscal year 1958. 

The personnel in a paid status is programed to increase from 
approximately 73,000 at end fiscal year 1957 to 84,000 during fiscal 
year 1958. 

AIR NATIONAL GUARD 


The combat units of the Air National Guard are increasing in air- 
defense capability. 

During fiscal year 1958, 2 tactical bomb wings will be replaced by 
2 fighter-interceptor wings. Fighter interceptor squadrons of the 
Air National Guard are now standing daytime runway alert at 19 
installations in the United States and 1 in Hawaii. 

The flying hours programed for the Air National Guard also repre- 
sent an increase based on the contemplated capability of the units to 
generate and support these hours. 

The active aircraft inventory increases to approximately 2,600 at 
end fiscal year 1958. 

The flying installations of the Air National Guard will increase to 
94 during fiscal year 1958. 

The nonflying installations level at 42 during the current fiscal 
year. 

A gradual increase in personnel is programed and is in balance with 
the increase in active aircraft inventory plus the runway alerts being 
performed, as well as the manning of certain aircraft control and 
warning sites on a 24-hour basis. 


AIR NATIONAL GUARD FACILITIES 


Senator ELtenper. Are you providing more facilities for your 
Air National Guard? rs 

General CaLLanAn. Yes, sir, there is some increase in facilities for 
the Air National Guard, and these particularly have to do with putting 
fighter-interceptor-type units at locations where they would be most 
usable in the air defense of our country. It is this sort of requirement 
that we are endeavoring to meet plus the need to convert facilities 
so that they can be used ‘by the more modern jet-type aircraft that are 
flowing into the Air National Guard. 
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Senator E.tenper. What method do you follow in training your 
Air National Guard? Do you do it under contract or with your own 
men ¢ 

General Cattanan. The training is done with military personnel, 
There are, of course, civilian technicians who are employed in the Air 
National Guard to do maintenance and that type of work. 


MOBILIZATION RESERVE MATERIEL 


Air Force mobilization reserve materiel policies have been ad- 
justed to our belief that to deter aggression, or retaliate instantly if 
attacked, requires ready combat forces in being; that the critical initial 
period of any future war will be of relatively short duration and the 
forces in being must, therefore, be of maximum effectiveness at the 
beginning of and during such a critical period. 

Prior to the fiscal year 1957 estimates, our prestocking policy was 
related to a post-D-day production capability. To continue following 
such a policy meant, to the Air Force, that a significant part of the 
resources made available duri ing per iods of peace would be invested in 
war reserve stocks at the expense of attaining and maintaining an effee- 
tive combat force in being. 

For that reason, the D-day to production-day concept was reexam- 
ined and a lower level of materiel reserve was established. 

This new policy which we are continuing to follow provides an 
equitable balance between mobilization materiel support and combat 
ready D-day forces and will provide a reasonable degree of support 
for conduct of operations after the critical initial period. 


CONCLUSION 


This concludes the presentation on Air Force programs which were 
the basis for the budget estimates now being presented for your 
approval. 

Senator ELLenpEr. We have now reached the hour of 5 o’clock. We 
will recess until tomorrow at 10. 

(Thereupon, at 5 p. m., Wednesday, June 12, 1957, the committee 
recessed, to reconvene at 10 a. m., Thursday, June 13, 1957.) 
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THURSDAY, JUNE 13, 1957 


UnttTep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Dennis Chavez, chairman of the subcommittee, 
presiding. 

Present : Senators Chavez, Ellender, Robertson, Stennis, Saltonstall, 
Knowland, Thye, Smith, Dworshak, Symington, and Flanders. 


DEPARTMENT OF THE AIR FORCE 


ATRORAFT AND RELATED PROCUREMENT 


STATEMENTS OF BRIG. GEN. WAYMOND A. DAVIS, DIRECTOR, 
PROCUREMENT AND PRODUCTION, DEPUTY CHIEF OF STAFF, 
MATERIEL; MAJ. GEN. FRANK A. BOGART, DIRECTOR OF BUDGET, 


DEPUTY CHIEF OF STAFF, COMPTROLLER; MAJ. GEN. DANIEL F. 
CALLAHAN, ASSISTANT FOR PROGRAMING, DEPUTY CHIEF OF 
STAFF, OPERATIONS; CONN D. CATTERTON, CHIEF, AIRCRAFT 
BRANCH, PROCUREMENT AND RESEARCH DIVISION, DIRECTO- 
RATE OF BUDGET, DEPUTY CHIEF OF STAFF, COMPTROLLER; 
DUNCAN PRITCHETT, CHIEF, PROCUREMENT AND RESEARCH 
DIVISION, DIRECTORATE OF BUDGET, DEPUTY CHIEF OF STAFF, 
COMPTROLLER; AND MAJ. GEN. ROBERT S. MOORE, OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 


BUDGET ESTIMATE AND HOUSE ALLOWANCE 


Senator Cuavez. The committee will come to order. 


General Davis, I think you are the first one today to discuss “Air- 
craft and related procurement.” 


The President’s budget was $6,200 million. 

The House allowance was $5,846 million, a reduction of $354 million. 
As I understand, you are requesting the restoration of this amount ? 
General Davis. Yes, sir. 

Senator Cuavez. You might insert your statement and the program 


and financing statement in the record and then highlight it for the 
committee. 


(‘he statement referred to follows :) 
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Program and financing 

















} 
| Actual, 1956 | Estimate, 1957 | Estimate, 158 
Program by activities: | | | 
Direct obligations: | 
1. Aireraft and related procurement___ .-...| $5, 543, 087, 159 | $5, 374, 841, 329 $5, 688, 160, 0a 
2. Guided missiles __ | 862, 81),162 | 1, 558, 1U2,393 | 1, 4u6, 140, 000 
3. Contract technical services 19, 251, 000 | oneal 
4. Industrial mopilisation__- ee, 19, 586, 967 | sisal 
5. Procurement 4.) ninistration | 84, 24), 358 | nsSwa sean 
6. Department of Army spares support .--.----- 9, 34, 528 | 43, 536, 784 aaa 
7. Aircraft ground-handling equipment - -- | 23, 164, 127 54, 571, 755 51, 000, 000 
8. Guided missiles squadron and depot equip- 
ment : aie 106, 421, 922 | 64, 546, 946 | 5, 700, 000 
9. Ground support equipment ---- ae Seena ket 11, 479, 615 4, 000, 000 | 3, 000, 000 
$$ | $$ ___}__ ns 
Total direct obligations- - - - cna eee | 6,679, 345.838 | 7, 099,590,207 | 7, 154, 000, 000 
Reimbursable obligations: | 
1. Aircraft and related procurement__--- 429, 502, 932 122, 023, 389 38, 000, 000 
Total obligations. . 7, 108, 848, 770 7, 221, 622, 596 7, 192, 000, 000 
Financing: | 
Unobligated balance brought forward —5, 748, 236, 985 | —4, 594, 099,207 | —4, 578, 600, 006 
Unoblizate. balance transferrei to ‘Operation and | 
maiutenance, Air Force’’ (anticipate. reiuburse- 
me.uts to be earned from tuilitary assistance fund | 
reservations) _..- : ; 15, 321, 844 |_- oP ae ee 
Advances and rei..bursenents from other accounts: 
Deliveries of materiel common to Unitet otates 
require .ents oruered by military assistance | 
in Current year ‘ ai nuivicinlee daca —8, 900, 000 sie 
All other — 18, 157, 162 — 28, 423, 389 — 38, 000, 000 
Reduction of prior year military assistance fund | 
reservatious a ee ane I Bis i ce da ccctcl cccconcnemeane 
Anticipated rei:nbursements for future year deliveries | | 
of materiel common to United States require:nents | 
ordereu by military assistance in current year | nade oP Biy eee, ODD 4.245 ceeebeel 
Unobligated balance no longer available 84, 624, 326 | . A 
Unobiigateu balance carrieu forward ceunwtds anna 6k Ge Se 4, 578, 000, 000 4, 624, 000, 000 
eaiinta iainnncchaie peda wav tagieataib-viilf nstetertatiiaaaaianames 
Appropriation (adjusted) —seace 6, 286, 500, 000 6, 848, 500, 000 6, 200, 000, 600 








STATEMENT OF Bric. GEN. WAYMOND A. Davis, Drrector, PROCURBMENT AND 
PRODUCTION OFFICE, DEPUTY CHIEF OF STAFF, MATERIEL 


Grief biographical sketch of witness: General Davis was born in Wood County, 
Tex., on June 25,1914. He entered the service from Lubbock, Tex., in June 1936 
after graduating from Texas Technological College with a bachelor of science de- 
gree in mechanical engineering. He received his commission jn the Army Air 
Corps in July 1937 after graduating from the Air Corps Advanced Flying School 
at Kelly Field, Tex. In subsequent years his service education was acquired at 
the Air Corps Technical School, the Air Corps Engineering School, the advanced 
Inanagement program of the Harvard Business School, anu the Inaustrial College 
of the Armed Forces. During World War II he served with the 12th Air Force in 
the Mediterranean Theater as commanding officer of the 5th Photo Reconnais- 
saunce Group and as operational engineering officer of the 12th Air Force. His 
postwar assignments include 8% years in Aircraft Procurement at Air Materiel 
Command, with such duties as Chief of the Bomber Branch, Chief of the Fighter 
Branch, Chief of the Aircraft and Missiles Section, and plant representative at 
boeing Airplane Co. From July 1954 to July 1955 he was Deputy Director of 
Procurement and Production, Headquarters, USAF, and since that time has been 
the Director of Procurement and Production, Headquarters, USAF. He is a 
command pilot. 

Mr Chairman and members of the committee, my presentation of the “Aircraft 
and related procurement” appropriation budget project 100, will cover the fis- 
cal year 1958 procurement program for aircraft, missiles, and related equipment. 
The policies and procedures we expect to employ in making these procurements 
during the next fiscal year will be highlighted. 

Representatives of the Air Force have already briefed this committee on the 
current iorce structure plans which show a reduction as compared with the pre- 
Vious 137-wing objective. Although it is signilicant to note that increased 
weapon effectiveness is one of the major factors which has permitted the Air 
Force to reduce force-structure goals, of equal significance is the fact that the 
cost to develop, produce, and support these more effective weapon systems is in- 











& 


S$ S/'8 8/88 2:'::8 


Sic: i 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1011 


creasing. If it can be assumed that funds made available to the Air Force for 
this major cost area will remain approximately level in the foreseeable future, 
you cab expect to see a gradual trend wherein less actual hardware is produced 
for the same dollars. With less production, competition in industry for Air 
Force coutracts will become keener. Our objective will be to take full ad- 
yantage of this increased competition and buy our requirements from the sup- 
plier who can develop and produce the best product for the least money. 


AIRCRAFT 


Since presenting our program to the Committee on Appropriations in the 
House of Representatives there have been relatively few changes. We have 
revised our production planning on the B—52 airplane so that the average 
monthly peak production rate will be 15 per month rather than the previously 
planned peak of 20 per month. This does not change our plans for total quan- 
tities of B—52’s to be procured. It does mean that more of the B—52’s will be 
produced in an improved configuration. It also means that with the resulting 
stretch in production of about 6 months, we will be in a position to reorder 
additional B-—52’s next year if a subsequent decision is made to exceed the 11 
wings of B-52’s now provided in the force structure plans. A similar change 
in the planned peak production rate has been made on the KC—135 supporting 
tanker. The production buildup which was accelerated last spring on this 
airplane will still be retained except that production will be leveled at 15 per 
month rather than 20 per month. Again this does not change the total quan- 
tities to be procured with fiscal year 1958 funds, but it does mean that produc- 
tion will be stretched so that additional quantities can be reordered next year. 

As a means of further modernizing and augmenting our strategic striking 
force, funds are included in this budget estimate for continuation of the new 
supersonic B-58 program. 

In the fighter area, continued modernization is reflected in that all of the 
fighters planned for procurement are of the supersonic Century series. 

The program also provides for the introduction of the more effective turbo- 
prop powered aircraft into the inventory to augment the support forces. 

The total quantity of 1,515 aircraft in the fiscal year 1958 procurement pro- 
gram is comprised of bombers, 8 percent; fighters, 46 percent; transports, 13 
percent; and trainers, 33 percent. However, it is significant that of the total 
$3,592.9 million in the fiscal year 1958 program requested for the procurement 
of aircraft and initial spares, it is estimated that 36 percent will be required 
for bombers; 438 percent for fighters; 17 percent for transports; and 4 percent 
for trainers. 

During the past year, important progress has been made by the Air Force 
in the field of aircraft spares management, particularly in the initial spares 
area, where we spend the majority of our spares dollars. The accurate pre- 
diction of initial spares requirements is exceedingly difficult since, for so many 
of these items, we have had little, if any, actual usage experience prior to the 
time they must be placed on procurement. Recognizing this problem, our 
objective is to procure only the minimum essential quantity of such items at 
the first buy and to defer the procurement of additional quanttities, until experi- 
ence has been gained in the operation and support of the using aircraft. New 
concepts and procedures for achieving this objective are now in various stages 
of implementation and the results achieved thus far are most encouraging. 


GUIDED MISSILES 


The increasing importance of the guided missile as an adjunct to our manned 
weapon systems is self-evident. The added emphasis the Air Force is placing 
on guided missiles is represented by the fact that in fiscal year 1956, only 16 
percent of the total spent for air weapons went for guided missiles; in fiscai 
year 1957 this increased to 29 percent ; and in fiscal year 1958 it will be approxi- 
mately 32 percent. 

We are taking every reasonable step to exploit the inherent advantages 
offered in this relatively new field. Several guided missile systems have been 
committed to production for the operational inventory, and others are in limited 
production to support test programs. Each of these missile systems can be 
discussed in detail at the time of the later classified briefing. 
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INDUSTRIAL FACILITIES AND EQUIPMENT 


This program provides the machine tools, portable tools, testing equipment, 
buildings, and land that are necessary to support Air Force production programs. 
Requirements for industrial facilities are governed by the everchanging and 
increasing demands of today’s high-performance weapon systems, and they 
represent the most advanced manufacturing techniques possible. 

A modern Air Force is dependent upon the continued design and delivery 
of ever more effective weapons. These weapons, each flying higher and faster 
than its predecessor, require increasingly more complex equipment and the nse 
of stronger and more resistant materials. The manufacture of this advanced 
equipment and the machining and fabrication of these new materials require new 
production methods and equipment. Since the design of these weapons can only 
be based upon techniques and equipment already in existence or under develop- 
ment, the policy of the Air Force is to maintain an industrial complex which is 
provided with the type of production equipment necessary to handle and produce 
the materials and weapon equipments to be required in the foreseeable future. 
It is only by such a policy that the industrial complex can remain in balance 
with the design requirements generated by the necessity for meeting the threat 
of possible aggression. 

A major emphasis is placed upon the use of available privately owned capacity 
and the contractors’ corporate funds for industrial expansion. However, produc- 
tion of these items often requires the creation of unique facilities which have 
no foreseeable commercial application. It is Air Force policy to finance essential 
industrial expansion beyond the cornorate capability or beyond the normal 
business risk which they can be expected to assume. 

The fiscal year 1957 industrial facilities program, for which the Congress 
appropriated funds, has expanded as the full extent of the requirements to 
support new weapons developed. The increase was, in the main, generated by 
the aircraft-nuclear propulsion, intercontinental ballistic missile, intermediate 
range ballistic missile and special fuels programs. The fiscal year 1958 budget 
estimate, while still providing additional facilities support for these new weapons, 
is slichtly smaller than the fiscal year 1957 planned procurement. Approximately 
one-half of the estimated funds are required to sunport a new manned bomber, 
the machine tool modernization program and continued support of the special 
fuels program. The remainder of the program will round out facilities presently 
in place in support of the aircraft and guided missiles. 

We are placing continued emphasis upon the maximum utilization of existing 
Government-owned production equipment. As a logical continuation to the 
conversion from a “buy and store” to a “buy and use” concept in fiscal year 1956, 
the production equipment program has entered into a modernization phase. This 
continuin’ production-equipment modernization program will assure that the Air 
Force industrial equipment inventory contains items of the quality required by 
the latest advances in the production field. 


AIRCRAFT MODERNIZATION 


Within the appropriation for aircraft and related procurement. funds are 
provided for the modernization of in-service aircraft and missiles through 
modification of the basic weapon system or its component equipment. This in- 
cludes those changes necessary to insure safety of flight or the imperative 
correction of service-revealed onerational deficiencies. 

The total funds renuired for this area have been steadily increasing over the 
past years. Part of this increase has been a result of increasing material and 
labor costs and the increased complexity of our weapon systems. We have only 
a limited control over cost increases of this type, however a substantial portion 
of the increasing costs are the result of a strong desire to modernize by changing 
weanons already produced. Here we can exercise controls. In a study made 
over a vear ago we fonnd that if we made all of the chanves then planned, our 
costs for this area would exceed $1 billion in fiscal year 1957. This would mean 
that a substantial portion of the funds planned for prrchese of new eauinment 
would be used for modifying older equipment. It became obvious that decisions 
would have to be made between making changes to older equipment or eurtailing 
these changes in favor of procuring new equipment. In order that these de- 
cisions could be made at the proper manavement level, during the last year we 
have instituted a management concept in this area which requires a continuing 
review of our modernization programs integrated with a simultaneous review of 
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our plans for new procurement. Conducting these reviews at the proper manage- 
ment level has resulted in restricting the cost of the modernization programs 
to approximately the $700 million level consistent with budget planning for 
the past year’s operation. During the coming fiscal year we expect to improve 
upon these management controls to assure completion of only the most essential 


changes. 
INDUSTRIAL READINESS POLICY 


The Air Force industrial production readiness policy was issued by the Secre- 
tary of the Air Force on November 23, 1955. The policy is designed to improve 
the flexibility of the active production base and to make the base more respon- 
sive to current program changes and to the special requirements of either local 
or general nuclear war. 

The policy has been fully implemented and the Air Materiel Command has 
been working with industry in developing specific production compression or 
acceleration capabilities for a select few of our most important weapon systems. 

In terms of results, we estimate that emergency execution of existing produc- 
tion compression plans could more than triple current scheduled deliveries of 
key strategic and air defense weapon systems in the first few weeks of hostili- 
ties. Over half of this production compression quantity would be combat- 
capable aircraft that could be air evacuated to operational units from present 
industrial locations within hours after an alert or order to evacuate is issued. 
These aircraft could make a significant contribution during the early critical 
days of a nuclear conflict. 

In evaluating our production readiness position during the recent Middle Fast 
situation we estimated that, with the production acceleration capability still 
remaining at that time on the F—100D (fighter-bomber), we could have accel- 
erated its production to twice the current scheduled peak rate within 1 year’s 
time. 

From the Air Force: viewpoint, the capabilities developed to date under the 
program fully justify the adoption of the readiness policy and the continned 
use of these techniques in the future. 


PROCUREMENT POLICY 


The Air Force is keenly aware of its responsibility to the Congress and to the 
American people for achieving its procurements in the most efficient manner. 
Fundamental to the proper discharge of this responsibility is the application of 
sound basic policies and business principles. I feel that certain significant 
aspects of the Air Force procurement effort are of sufficient importance and 
interest to you to warrant a brief discussion of them at this time. 

In accordance with our forward purchasing policy, we place our procurements 
no earlier than is necessary to meet delivery requirements or to maintain 
continuity of production, thereby avoiding unnecessary early expenditures. Ad- 
ministrative controls and contractual provisions are used to insure that our 
contractors limit their procurement of materials and components consistent 
with economic production. 

We have recently instituted a program under which contractors for our 
major weapon systems furnish us with their master program plans showing 
milestones in production and the time at which these are to be accomplished. 
We require periodic progress reports against these plans, thereby enabling us 
to identify potential problem areas and to take remedial action before the prob- 
lem has reached the stage where it might adversely affect the program. 

In our continuing effort to stress use of the formally advertised method of 
procurement, we have recently completed an exhaustive revision of that section 
of the Air Force procurement instruction entitled “Procurement by Formal 
Advertising.” This was done with the cooperation of representatives of the 
Office of the Comptroller General of the United States. The result is a clear and 
comprehensive treatment of this subject, which we feel will go far toward the 
strengthening of our procurement practices in this vital area. 

Where the nature of the procurement does not permit the use of formal ad- 
vertising, we nevertheless endeavor to obtain the maximum of competition in 
our negotiations. Moreover, in negotiated contracts, we stress the use of 
fixed price and fixed-price incentive contracts in order to keep contract costs at 
a minimum and to encourage efficient production. Where contractors have de- 
layed without justifiable cause the formalization of contracts, price redetermi- 
nations, or price revisions under incentive contracts, we place no new con- 
tracts with such contractors until the delinquencies have been corrected. 
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By such measures we endeavor to accomplish our procurements in as eco. 
nomical and efficient manner as possible, consistent with our primary objective 
of an adequate national defense. 


SMALL-BUSINESS POLICY 


The Air Force continues to pursue its stated policy that a fair portion of its 
total purchases and contracts for supplies and services will be placed with 
small-business concerns whether as prime contractors, subcontractors, or sup- 
pliers. We are maintaining an aggressive program in our own procurement 
offices to insure that small-business concerns are given a thoroughly equitable 
opportunity to compete on Air Force requirements which are within their 
eapabiliti.s as prime contractors. This program is most effective as evidenced 
by the fact that although the competition is keener than ever before, small- 
business concerns are continuing to be the suecessful bidders for approximately 
70-percent dollarwise of the items and services within their potential. 

The Air Force has always recognized the fact that since about 90 percent of 
its procurement dollars must be placed with very large industrial organizations 
capable of acting as prime contractors, by far the greatest opportunities for 
small business lie in the subcontracting field. Accordingly, we have taken all 
appropriate measures to insure that our large prime contractors and their major 
subcontractors themselves conduct adequate programs to insure that their pur- 
chasing departments also provide equitable opportunity for these smaller con- 
cerns to serve as subcontractors and suppliers. Every large prime contractor 
of the Air Force is conducting such a program in cooperation with our small- 
business specialists and our administrative contracting officers, and small-busi- 
ness concerns are today sharing more largely in our dollars via the subcontracting 
route than was the case before these programs were established. We have 
secured a high degree of cooperation from our large contractors in helping us 
meet the overall objective of our small-business policy. 


HOUSE 





COMMITTEE REDUCTIONS 


30th the Secretary of the Air Force and the Chief of Staff have expressed 
their concern to this committee over the action taken by the House Appropria- 
tions Committee in reducing the fund requirements reflected in the President’s 
budget. I would like to reiterate that the requirement stated in this area was 
earefully reviewed and evaluated to hold our request at an absolute minimum, 
and the Air Force has made sharp reductions in arriving at this austere program. 
It is our belief that the program being presented by the Air Force must be car- 
ried out, and that accomplishment of this program will require the full amount 
of new obligational authority provided under this appropriation area in the 
President’s budget. The Air Force has submitted a request for restoration of 
the full amount of the House reduction, and we are prepared to discuss this to 
the extent the committee may desire. 


SUMMARY 


In conclusion, we shall strive continually to provide the most formidable 
striking force and protection consistent with our national security. In pursuing 
this goal, we remain ever mindful of the importance of administering the pro- 
gram in the most economical and efficient manner. While we believe our pro- 
curement and production policies and objectives represent the most economical 
approach, we shall seek to improve our management techniques to reduce costs 
and continue to encourage healthy competition in the aircraft industry to 
provide us maximum value and performance for the defense dollar. We recog- 
nize that constant vigilance in this direction is most important to achieve results 
in the face of rising costs for labor and material and the growing need for more 
powerful and complex weapons. 

Included in the classified document are the specific quantities and types of 
aircraft, missiles, and equipment reflected in our fiscal year 1958 budget estimate, 
which will be discussed off the record. 

Thank you. 
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STATEMENT OF GENERAL DAVIS 


General Davis. The $6.2 billion figure that you read off your chart is 
the new obligational authority appearing in the P resident’s budget. 
You will find. i in your justification book in this procurement appropria- 
tion the total program cost of that appropriation is $7,533 million cov- 
ering aircraft complete, aircraft components, ¢ guided missiles complete, 
guided missile components, industrial fac ilities and equipment, and 
modification of equipment, all totaling $7,533 million. 

I have prepared some very brief comments for the open session 
covering each of these major areas within the appropriation—some 
general comments w hich I would like to make at this time. 

Senator Cuavez. You may proceed. 

General Davis. The program we submitted to the House Committee 
on Appropriations has had very few changes. The changes have 
been submitted in writing to the committee. 


BOMBER AND TANKER PRODUCTION 


One of the major ones that you probably have already heard about 
is the planned production rate of the B-52 bomber and the KC-135 
tanker where our production rate is now planned at 15 per month 
rather than the 20 per month previously planned. 

This, however, does not reduce the total quantity of airplanes 
required to be procured in fiscal year 1958. 

This budget further carries on our new supersonic B-58 bomber, 
which has already been the subject of press notices recently. The 
fiscal 1958 program quantities and models will be discussed in the 
closed session. 

In the fighter area all the fighters shown in the program this year 
will be, of course, the new supersonic Century series variety. The 
program that I have talked about includes 1,515 aircraft of all 
types. 

Of this quantity 8 percent are bombers, 46 percent fighters, 13 
percent are transports, and 33 percent are trainers. 


TOTAL DOLLAR REQUIREMENT 


However, it is significant that of the total dollars required for this 
particular portion of the appropriation, i. e., $3,592 million for the 
procurement of aircraft and initial spares, the percentage breaks 
down this way: 

Thirty-six percent of the dollars required is for bombers, 43 
percent of the dollars is for fighters, 17 percent is for transports, and 
4 percent is for trainers. 

Senator CHAvez. What was the last 4 percent for ? 

General Davis. Four percent was for trainers. 

Senator ELLenper. What is the difference between that kind 
aircraft and the fighters ¢ 

General Davis. I lumped all the trainers into one category, that is 
the true trainer itself. It is used for primary or basic training in the 
Air Training Command. 
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The combat types that are used for training are not included in these 
figures. They are combat aircraft. 

“Senator ELtenper. The trainers are older models of aircraft? 

General Davis. No, sir; these are in the makeup of 1,515 aircraft— 
the new procurement program included in our 1958 budget. 

Senator Eiitenver. That is 33 percent of the 1,515? 

General Davis. Yes, sir; that are truly trainers. 

Senator Eiitenper. And they are very much cheaper? 

General Davis. Very much cheaper. They are much smaller air. 
planes. 

General Cantanan. They are lighter weight and not armed. 

General Davis. This is evidenced by being 33 percent of the num- 
bers, but 4 percent of the dollars. 


COMBAT TRAINING 


Senator CHavez. You do have combat training that comes in an- 
other category / 

General Davis. Yes, sir. We use combat types for that, Mr. Chair- 
man. 

Senator ExLtenper. When you say types, you mean the ones actual- 
ly used, that would be used in the fighting # 

General Davis. Yes, sir. 

In that regard essentially all of our peacetime flying is for train- 
ing purposes, naturally. So that the squadron flying hours are really 
charged against operational type training, but they are doing this in 
combat type airplanes. 

This appropriation also covers initial spares for these aircraft and 
during the past year we made significant progress in our spares man- 
agement, particularly in this initial spares area where we spend the 
majority of our spares dollars. 


INITIAL SPARES REQUIREMENTS 


The accurate prediction of initial spares requirements is exceedingly 
difficult since, for so many of these items, we have had little, if any, 
actual usage experience prior to the time they must be placed on pro- 
curement. 

tecognizing this problem, our objective is to procure only the mini- 
mum essential qui untity of such items at the first buy and to defer the 
procurement of addit ional quantities, until experience has been gained 
in the operation and support of the using aircraft. 

New concepts and procedures for achieving this objective are now 
in various stages of implementation and the results achieved thus far 
are most encouraging. 

Senator ExLenper. Have you any fund other than the aircraft and 
related procurement under which you obtain spare parts? 

General Davis. Aircraft spare parts are all included in this appro- 
priation this year. 

Senator ELtenper. Is that different from past years? 

General Davis. In fiscal 1956 and prior, it was different. Some of 
the spares were embodied in “Operation and maintenance.” 

Senator Extenper. This year they are all under “Aircraft and 
related procurement” ? 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1017 





Ese General Davis. Yes, sir. 
Senator ELLenper. Because of that to what extent have you in- 
creased this appropriation ? 
— General Davis. The dollars as a percentage of the total is decreased, 
sir. 
Senator ELLENprER. Decreased ? 
General Davis. Yes, sir. 
Senator ELLENpDER. What about the operation and maintenance? 
ir- Mr. Prircuert. The portion of that which would have been in the 
operation and maintenance account would be roughly $400 million. 
That would have been in the operation and maintenance account in 
m- the old budget structure. 

Senator ELLenper. Would it be fair to say that the aircraft and 
related procurement account has been increased by $400 million and 
operation and maintenance decreased by that amount ? 

Mr. Prircnerr. For that particular transaction; yes, sir. 

Actually, in percentage—when you combine the initial and follow- 
on spares—it has been decreased as General Davis said. 





in- 











r- Senator ELLenper. That is the question I raised yesterday. I did | 
not go into any detail about it, Mr. Pritchett, but as I observed these 
al- various accounts were not appreciably decreased. . 
: CHANGES IN BUDGET STRUCTURE ! 
in- 
tly Mr. Prircuerr. Sir, there were a number of changes. : 
in The spares account was one that moved from operation and main- 
tenance into aircraft and related procurement but we took the per- i 
nd sonnel account—personnel administration for the procurement-type 
n- people—out of “Aircraft” appropriation and put that over into the . 
he operation and maintenance. 
There were a number of other changes in the budget structure be- i 
tween the 100 and 200 appropriations. All of the airborne material } 
came out of the 200 and went into the 100. 4 
All of the ground equipment went out of the 100 into the 200. 
rly Actually, when all of these changes were added, the totals as ; 
1Y; between the 100 and 200, for instance, did not materially change. } 
'0- Senator ELtenper. So that the “Aircraft and related procurement” 
appropriation and “Operation and maintenance” balanced out? 
ni- Mr. Prircuetr. Yes, sir; for the changes and swaps that were made i 
he between them. 
ed GUIDED MISSILES 
vib General Davis. Next, I would like to talk about the guided missiles 
ar | Very briefly, tiene 
The increasing importance of the guided missile as an adjunct to 
nil our manned weapon systems is self-evident, The added emphasis the 
Air Force is placing on guided missiles is represented by the fact 
“a that in fiscal year 1956, only 16 percent of the total spent for air 
weapons went for guided missiles. 
In fiscal year 1957 this increased to 29 percent, and in fiscal year 
of 1958, it will be approximately 32 percent. 
Senator Cuavez. Where do those figures appear in the money 
al items, on page 4? | 


General Davis. Yes, sir; on page 4 on the brief statement. 








1018 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 








These figures appear in the justification book on page I-21. 
Weare taking every reasonable step to exploit the inherent advan- 
tages offered in this relatively new field. Several guided-missile 
systems have been committed to production for the operational inven- 
tory, and others are in limited production to support test programs, 


Each of these missile systems can be discussed in detail at the time 
of the later classified briefing. 



















ANTIAIRCRAFT GUNS 








Senator EL.itenpver. Because of your advances in the guided-missile 
field, I presume you are not procuring any more antiaircraft guns? 

General Davis. That isa responsibility of the Department of Army, 
The Air Force has never had the responsibility. 

Senator ELtenper. Even of providing for the antiaircraft guns? 

General Davis. No, sir; we have never provided that. 

General CALLAHAN. Senator Ellender, it has been brought out pre- 
viously that the Air Force has withdrawn any requirement for anti- 
aircraft artillery for air defense. 

Senator ExLenper. I understand that. Well, insofar as the Air 
Force is concerned, you have not recommended antiaircraft either for 
this country or abroad? 

General Catnanan. Antiaircraft artillery for this country or any- 
where abroad, as far as the Air Force is concerned, is not required. 

Senator E.tenper. That is all it would be used for, is it not, to 
protect your airfields; is that correct ? 

General CaLLAnaANn. Certainly the airfields are primary areas to be 
defended. I would not say that there were no other areas to be 
defended. 

Senator ELttenper. Would it make sense to have your airfields pro- 
tected with missiles and the Army airfields protected with antiair- 
craft guns? Toes that make sense ¢ 

General CALLAHAN. No, sir. 

Senator Ettenver. Of course, it does not. I hope that something 

‘an be done soon about that and thereby in my humble opinion save 
quite a lot of money. 

General CanLanHan. Yes, sir; this is a function performed by the 
Department of the Army, Senator. 

Senator ELtenper. Are we to understand from here out you are to 
protect your own airfields and not depend on the Army in any manner? 

General Cattanan. No, sir; that would not be true. We are de- 
pendent upon the Army through the employment of their missiles 
as well as our employment of Air Force missiles and fighter inter- 
ceptor aircraft. 

Senator E.Lenper. But those missiles are presumed to be, as far 
as you are concerned, guided missiles ? 

General Cartanan. That is correct. 

Senator E.ttenver. That has been your recommendation ? 
General CaLLanan. That is correct. 





























POSSIBLE CONFLICT IN METHOD OF AIRFIELD PROTECTION 





Senator Exienper. Is there any conflict now that you know of be- 
tween the Army and the Air Force as to whether airfields should be 
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protected with guided missiles instead of batteries of antiaircraft 
uns? 

7 General CALLAHAN. Senator, I am sure that it is the Army’s plan to 

use guided missiles in carrying out this type of point defense func- 

tion for which they are responsible. 

I am unable to comment as to the exact Department of the Army 
position on any further utilization of antiaircraft artillery. 

Senator Extenper. General Moore, could you shed any light on 
that, as to whether or not there is still a conflict between the Army 
and ‘the Air Force on this matter, whether or not it has been resolved, 

and if it has been resolved, w hen’ any new understanding will become 
effective ? 

General Moore. The only statement I could make is that the Army 
intends as soon as possible to convert all their antiaircraft artillery 
to Nike. 

I do not know the timing on it, Senator. 

Senator Ex.tenper. | heard that about 6 or 8 months ago. It still 
has not been resolved from what I can understand. 

Do you know whether or not the Army has in its budget any funds 
for the further development of artillery for protecting “bases? 

General Moore. No, sir; I don’t know, but I can find out, Senator. 

Senator ELLtenper. I wish you would. 

General Moore. I will be happy to. 

(The following information was submitted by the Department of 


the Army :) 


1. The Army budget contains no request for funds to be used for the procure- 


ment of conventional type AAA weapons to be used in airfield defense, or for 
any other purpose. 


2. It does contain a small amount for ammunition and replacement parts for 
conventional AAA weapons not yet converted. 


3. It also contains a small amount for experimental models of new type AAA 
weapons which will be used for test purposes only and not for airfield defense. 


4. Information obtained from Major Heimer (DCS/LOG) to whom the query 
was referred by Colonel Roscoe of Army Comptroller: 


1. Two million dollars for a test model 39-millimeter to replace the present 
40-millimeter AAA gun. 


2. Seven hundred and forty thousand dollars for a test model 20-millimeter 
to replace the .50-caliber machinegun. 

3. These weapons, if found to be successful and adopted, will be used in divi- 
sional artillery only and not for airfield defense. 


Senator Cuavez. As I understand it, the new method of protecting 
the airfields is through the guided missiles program. You prefer that 
it be done that way rather than by the old-fashioned artillery ¢ 

General CaLtnanan. That is correct, Mr. Chairman. 


INDUSTRIAL FACILITIES 


General Davis. The next item in my area is the industrial facilities 
account. 

This program provides the machine tools, portable tools, testing 
tei buildings, and land that are necessary to support Air Force 


production programs. Requirements for industrial facilities are gov- 
erned by the ever-changing and increasing demands of today’s high 
performance weapon systems, and they represent the most advanced 
manufacturing techniques possible. 


Senator Ennenper. Has your facilities account been reduced this 
year? 









1020 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


General Davis. Yes, sir; it is smaller than the 1957 program. 
Senator CHavez. How much? 
General Davis. Our fiscal 1957 program was $333.5 million. Fiscal 

1958 is $300 million. 

Senator ELLenper. That money, as I understand, is used to produee 
and erect plants to manufacture missiles and other hardware / 

General Davis. That is what the account is for. 

However, for the past few years we have spent very little of that for 
what we refer to as brick and mortar. Most of it is for industrial 
facilities such as machine tools and equipment. 

















FUNDS FOR PARTIAL FINANCING 






Senator ELLtenper. Have you in that account any moneys that you 
expect to spend on partial financing ? 

General Davis. No, sir. 

Senator Exienper. You do have some, though, in your industrial 
facilities and equipment fund, I presume ? 

General Davis. Yes, sir. 

Senator ELitenper. You do that with partial financing ? 

General Davis. No, sir. 
Senator Exiienper. It is all done by full financing / 




















PREPRODUCTION COSTS 






General Davis. Yes, sir; I did not mention a while ago on aircraft 
because the area applies across the board in preproduction that. was 
discussed quite thoroughly yesterday. 

This is the account I am talking about today where that item 
appeared. 

Senator ELtenpder. But it does not appear for 1958? 

General Davis. Yes, sir; we have a preproduction account in fiscal 
year 1958 for $350 million in the aircraft program. 

Senator ELtitenper. What do you expect to purchase with that? 

General Davis. It will be in the closed-session statement, sir. We 
will go into details as to what we will have in the program. 

Senator Extenper. So that you are coming before this committee 
now and asking for money to the extent of § $330 million for partial 
financing for airplanes and what else? 

General Davis. No, sir. The figure is $350 million. This is the pre- 
production account, as described yesterday, which you read in the 
budget justification book and which we say is not parti: il financing as 
was defined yester:lay in the hearings. Preproduction is getting ready 
to be able to produce the article * a subsequent fiscal year. 

Senator Extenper. When you say “getting ready,” you mean erect- 
ing factories for that purpose and AE them ¢ 

General Davis. No, sir; this is doing the engineering, the engineer- 
ing design of parts, the designing of the tooling, the fabrication of 
the tooling, the ordering of long- le: ad-time materials. 

Senator ELenper. Such as? 

General Davis. Complicated extrusions that take a long time to 
manufacture the tooling for and produce. 

Senator Ex.tenper. That is for tooling. I am talking about any 
moneys in order to buy engines and parts for a contract you contem- 
plate entering into in the future? 





















DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1021 


General Davis. Part of the $350 million is for that purpose, too. 

Senator ELLENDER. How much? Because it never came to my atten- 
tion before, and I would like to find out. I was under the impression, 
as I said yesterday, that there was no such thing as any partial 
fnancing insofar as the purchase of any kind of equipment for air- 
planes or any other hardware that you use was concerned. 

General Davis. That amount is $285 million. 

Senator ELteNpErR. Out of $350 million? 

General Davis. Yes, sir. 

Senator E.tenper. You have the bulk of it for that purpose? 

General Davis. Yes, sir. 

Senator ELLeNperR. What you purchase with that you want to give 
us in closed session ? 

General Davis. Yes, sir. 

Senator ELLenper. Now, are you going to present to us in a closed 
session, or can you present now, the size of the contracts you contem- 
plate entering into that will provide the parts, or what have you, that 
you are going to buy with that $285 million 

General Davis. I can say now, Senator, as you defined partial 
financing yesterday, there is none in this program. We do not par- 
tially finance this way. 


PREPRODUCTION IMPLEMENTATION ON LEAD-TIME ITEMS 


We buy items with this or put down preproduction implementation 
on items that have a longer lead time than the item in which it is to 
be installed, which is the airplane. 

Senator Eitenper. But you do that before you contract for the 
production of X number of that hardware ? 

General Davis. From 3 to 5 months only. 

Senator ELLeNpEeR. Whether it is guided missile or something else, 
you buy long-lead parts. They might be engines or something else, 
and what I want to find out is: If we give you that $285 million, 
what will be the ultimate expenditure required under the contracts 
that you contemplate entering into with that amount? If you cannot 
give it in open session, I would like you to give it to us in closed 
session. 

General Davis. I think we had better discuss that with the detailed 
list of things that we have in our program which is in the classified 
portion of the briefing. However, I would like to put in the record 
here something which did not clearly come out yesterday in the dis- 
cussion of preproduction costs. The preproduction figure that we 
talked about yesterday is offset by a credit, a minus of a like amount, 
but not always the exact amount in the same fiscal year, but over a 
period of time they exactly balance each other. So that you are not 
spending it twice. 

Senator E.tenper. I know you are not spending it twice, but the 
point I was making, and the point that others made here, was that, 
in the purchase of these end items for future use and the contract you 
contemplate entering into, the contract may not materialize. 

In that case you would probably have a loss, you might change 
your mind as to whether this equipment is needed. Under the sys- 
tem, as I understood it, before this year you had to have the money 
in hand before you entered into any contract for any appreciable 
amount except as to construction or tooling. 
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SHORT LEAD-TIME ASPECT 


General Davis. I think there was one other point that was not made 
clear yesterday that I should make now. This concerns the prepro- 
duction costs. Orders are placed only 3 to 5 months in advance of 
placing the orders for the end item that you referred to a moment ago, 
It is not one of these things where you buy a year or two in advance, 

Senator ELLENDER. W hy could it not be done at one time if it ig 
only 3 or 5 months? What is the advantage of doing it piecemeal? 
Why could you not do as we thought you were doing? If you intend 
to buy a thousand guided missiles of a certain des sign, or a thousand 
airplanes of a certain design, it was my impression that the contract 
was entered into as a whole and that you had the money in hand in 
order to pay for the whole bill when it became due. 

General Davis. I will be glad to explain this. We have over the 
past 2 years eflectively reduced the lead time on our major weapon 
systems. In fact, we have dr astically reduced them. 

sy doing this we have minimized the dollars required in any given 
fiscal year. 
B—-52 BOMBER AS EXAMPLE 


Now, using as an example the B-52 bomber. We have programed 
that airplane on a 1514-month reorder lead time. This is less than 
the lead time that we should have programed. 

Senator SarronsraLL. How much lead time ? 

General Davis. Fifteen and a half months. 

It actually takes the contractor 16 months just to build it. This is 
after he starts to build it. But in order to get all the things he needs 
to put it together and make it a flying machine and deliver it, we have 
to provide for him things that take longer to build than it t: akes to build 
the airframe. 

For instance, the engines, the fire-control systems, and the bomb- 
ing navigation systems. It probably does not take any longer to 
actually fabricate them on the production line, but because they 
have to arrive at his plant several weeks or months prior to the de- 
livery of the airplane in order that they may be installed as part of 
the airplane, we have to order them from the manufacturer some 
months before we order the airplane in which they are going to be 
installed, to allow for shipping time and the inplant processing time, 

On the case in point, the B—52, the engine lead time—the time we 
have to place an order with the engine manufacturer until the time 
the airplane is ready for delivery—is 21 months. So we have a 1514- 
month lead time on the airplane and a 21-month lead time on the engine 

That gap has to be covered or the production line stops at the 
engine manufacturer’s plant, or we have no engines for the airplane. 

Senator CHavez. You have to order the engines 6 months before 
the contract for the plane itself ? 

General Davis. That is right. 

Senator ELLENpDER. When you come before us you ask for the money 
for the engines only and not for the planes. That is what you do? 

General Davis. In the preproduction account. 

Senator Ex.enper. Certainly. 

General Davis. But in fiseal 1957 which we are talking about today, 
we explained this very thing. 
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Senator Ertenper. But I did not understand it, and that is why 
[am questioning the system now because, as I said, it is different from 
what I thought. 

Senator SauronstTaLL. Would the Senator yield? 

Senator ELLenper. Yes, Senator. 


DISTINCTION BETWEEN PREPRODUCTION AND PARTIAL FINANCING 


Senator SauronstTau. I was not here yesterday, because I was with 
the Navy in Norfolk. 

You draw the distinction between preproduction and partial financ- 
ing. You say you do no partial financing, but you do do preproduc- 
tion ? 

General Davis. Yes, sir. 

Senator Sauronsratu. That is correct, is it not, and that is your 
distinction ? 

General Davis. Yes, sir. 

Senator Savronstauy. In answering Senator Ellender right now, 
I understand your explanation of preproduction I think. My ques- 
tion is this: 

When you buy these engines 21 months ahead of time, where it 
takes 15144 months to produce the airframe and so on, what you are 
doing in substance is going on a planning basis of 15 B-52’s a month, 
with the idea that ultimately that is going to go on in 1958, 1959, and 
1960, we will say, so that if Congress in its wisdom or the Air Force 
in its wisdom is determined to cut off B-52’s , we will say, and go into 
B-58’s, there would be a surplus we will say, of a siasater of engines 
for the B—52’s that were planned in this preproduction. 

General Davis. No, sir; there would not be, because our require- 
ment for the engine is always so far in excess of the number that 

Senator Sauronsraty. Then I used a bad example. 

Take the bombsight, for example. You do not need more bomb- 
sights than you do airfr ames, do you? 

General Davis. That is right. 

Senator SautronstaLy. But if you bought 100 bombsights, and are 
planning to build 100 B-52’s, but stop at 75 B52 8, then there would 
be 25 bombsights that would either have to be used on the B-58’s or 
else they would have to be scrapped or be kept as spares? 

General Davis. Yes, sir. 

Senator Eitenpver. That applies to anything you buy in advance 
before you determine the number of your planes? 

General Davis. Yes, sir; I think that i is entirely true. 

However, I would like to say that is not exactly a corollary. We 
plan this type of equipment so that if the Congress decided today to 
cancel the B-52’s out of our program—not let us buy any in 1958— 
we would have been committed only to some effort on engines. 





EXPENDITURE RATE 





If you decided today not to let us buy any B-52’s in fiscal year 
1958, we would not lose the money that we have used to implement 
this engine “prebuy”--I will use for lack of a beter word—because 
in the early stages of contracting the contractor spends at a low rate 
as you can well imagine. 


92576—57—_—65 
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This rate of expenditure and commitments increases with time, 

The 3 months or 4 months or 5 months, whichever the case may be, 
which has elapsed between the time we gave the contractor coverage 
to proceed to get ready to build the engine and the time you make the 
decision, he has expended very little toward that contractual obliga- 
tion and if we had to terminate, which we would not because we 
would have other airplanes requiring those particular engines, then 
our investment could be written off as a very small percentage of the 
anticipated requirement and it would have been good insurance. 

Senator Sarronstauy. The difficulties that the Air Force procure. 
ment is concerned with in connection with this directive of 7200.4 js 
the fact that, as Senator Ellender was bringing out, you are buying, 
we will say, more bomber sights than you have actually B-52’s to 
build in that fiscal year. That is the difficulty that you are finding 
with this directive, is it not ? 

General Davis. We are not buying more; no, sir. We are only 
starting procurement 3 or 4 months early. 

Senator SauronstTaLL. You are making procurement of engines for 
more B—52’s than there are in the fiscal year 1957. 

General Davis. In a sense, that is true, as far as the Congress js 
concerned. 

Senator Sauronsta.y. It is the fundamental difference of opinion 
between the Air Force and the Defense Department. 

General Davis. I would like to draw a parallel to Senator Ellender’s 
example yesterday, between the carrier and the boiler. 

There is no difference here because I am sure that the boiler would 
not. have any use if the carrier was not built. 

I don’t think you could use that boiler very effectively in any other 
place. 


CALCULATING RISKS IN FINANCING 






These are the calculated risks you take in order to save time and in 
order to finance only when you need to finance and not reserve the 
funds and let them lie for years while they are being used up. 

Senator Extenper. But we knew in advance what that carrier was 
going to cost and that it would be ordered, but here you are only 
obligs ating $285 million. 

I am just wondering if you can give us an off-the-cuff estimate of 
how much more you will require of C ongress in order to fulfill this 
preliminary buying that you are doing in contemplation of a future 
contract. 

Let us say with this $285 million. You have in your budget today 
$285 million in order to do what I say is partial financing. How much 
will you have to come to Congress for in the future in order to pay the 
full bill as a result of this partial financing? 

General Davis. That would depend entirely on our fiscal 1959 pro- 
gram that we will bring to Congress next spring. This is another 
safeguard in this area 

When we put together our 1959 missile and aircraft program this 
summer and fall and review it with the Secretary of Defense and 
Bureau of the Budget, we will then have another look at the prepro- 
duction requirement. 

You must recognize that we have to estimate these in advance. You 
cannot precisely price out the things you have to have because, as you 
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say, Mr. Wilson may not approve certain airplanes in the quantities 
in which we are going to request them for 1959. 

Senator Extenper. Although you contracted previously 

General Davis. No, sir; we will not contract for these engines until 
after we are already over in Mr. Mahon’s committee in the House 
talking about them. We will have a program which has been approved 
by the President and submitted to the Congress before these funds are 
obligated. 

Senator ELLenper. Will this $285 million be tied up? 

General Davis. No, sir. 

Senator 9 Oe If that is true, why not get the money for the 
whole thing? I do not see any advantage in asking for money now 
todo a thing that you are not going to have to do until next year. 

Senator Cuavez. I wonder if the committee would understand it 
better if you would give your definition in simple language of partial 
fnancing and full ‘financing. What is partial financing? 

General Davis. In my view ? 

Senator Cuavez. Yes. 

General Davis. J made the statement before, for the record, that 
the Air Force has not, in my view, done partial financing. So now 
] will give my definition of partial financing. That is placing on 
contract a quantity of an item for a given price to be delivered on a 
definite delivery schedule. 

This is a firm order for a piece of hardware that costs $100. How- 
ever, if I don’t have $100 I will pay you $10 down and when I get 
the $90 I will pay the balance of the contract. That is partial financing, 
as I understand it. This is what the Air Force has not done. 


FULL FINANCING 


Senator Cuavez. What is full financing, or your definition of it, 
anyway ? 

General Davis. Full financing is insuring that the funds cited in 
the contract are sufficient to completely cover the obligation, the legal 
obligation of the Government, contained in that contractual docu- 
ment. 

Senator CHavez. That $285 million that you speak of, is that full 
financing, or partial finane ing? 

General Davis. It is full financing of the effort we are buying. 

Senator ELLenper. That is of engines you will buy in order to put 
into a frame for which you hope to contract later and for which you 
hope to get Congress to provide the money. 

General Davis. That is correct. 

Senator EvLenper. If that is not -partial financing, I do not. know 
what is. 

What you are doing is buying a part of a plane. That is what you 
are doing. You are buying a part of it in the hope that you can use 
that in the whole plane that Congress will authorize you to contract 
for next. year, or 6 months from now, or whenever you come before us. 

General Davis. Technically, that is true. 

Senator Ettenver. Of course, it it is true. 
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The difference between partial and full financing is to me very, very 
simple. We have been led to believe here that whenever you put an 
order for “X” number of planes, “X” number of missiles, that you 
had the money in hand to do it with. 

General Davis. We do; yes, sir. 

Senator Eixenver. But in this case, what you are going to have ig 
money in hand, and you are going to have engines in hand all made 
from this $285 million and then you will come to Congress and say, 
“Now, we have the engines on hand; they are all ordered; they are 
now being made, and we want you to give us the money to purchase 
airframes, guns, and so forth.” 

In other words, it is not in keeping with this first big sentence that 
you have in your justification [reading] : 

This program finances the procurement of complete aircraft ready to be flown 
away from the manufacturer’s plant. Each flyaway aircraft carries a cost 
which represents not only the cost of manufacturing the airframe, but also in- 
cludes the cost of equipping it with installed powerplants and armament, com- 
munications-electronics equipment, photographic equipment. 

In other words, the whole thing. 

General Bogart. That is precisely true. As I explained yesterday, 
we do carry that as the program cost and we show a deduction for the 
preproduction that has been applied in the program the year before, 

You see, what we are working against, sir, is an Air Force program 
for equipping 2 or 3 or 4 years in advance. This is the program 
against which we are making up our annual “Buy-program.” 






























ANTICIPATED FINANCING BY CONGRESS 





Senator ELttenper. What you are doing is buying an engine to be 
used in a contract that you hope to enter into and you expect Congress 
to finance ? 

General Bogart. That is right, sir. 

Senator Excenper. If that is not partial financing, I do not know 
what is. 

Senator Rosertson. This morning I received a nice note from our 
colleague, Senator Symington, in which he enclosed a copy of a news 
release, and in the news release he said that there seemed to be quite a 
conflict between the Presidential request for more than $600 million to 
be restored to the Air Force and the action of the Secretary of Defense 
in denying to the Air Force, in his May directive, the privilege of the 
use in its procurement program of some $4 billion. 

He said sooner or later the Senate would have to vote on that. Of 
course that is right. I reckon this committee is the one that wil] have 
to vote first. 

Now, the Senator from Virginia is still somewhat up in the air as 
to what is the right vote to cast. 

You point out an estimate of $6,200 million, the House appropria- 
tion is $5,846 million. You are asking for restoration of $354 million: 








EFFECT OF EXPENDITURE LIMITATIONS 





What have you done about the allegation that you had $4 billion 
which the Secretary of Defense now says you cannot spend ? 

General Bogart. Sir, this is the problem on the expenditure limita- 
tion, the question of whether or not that limitation will actually be 
imposed. This is under very active discussion at the present time. 
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We expect to have a resolution of that, we hope to have a resolution 
of it, very shortly. 

We also expect, of course, to have a resolution of our request for 
relief from the full financing—that is, the obligational directive. 

Senator Rosertson. Mr. Chairman, may I say that until we know 
what the limitation on the spending is going to be, we are not in a 

ition to take final action on the appropriation; is that correct? 

Senator Cuavez. That is the way I feel about it. 

Senator Ropertson. Now, there is another question that I cannot 
solve. Maybe we could frame it as a hypothetical question and submit 
it to the Harvard School of Business Administration, that is a fine 
group up there, and ask does this constitute part-time buying or full- 
time buying. You say it is not part-time buying, the distinguished 
Senator from Louisiana says it is part-time buying. 

Who is going to decide whether it is black or white or gray ? 

Senator Cuavez. The General testified here that the Senator from 
Louisiana was technically correct. I want him to tell us now why 
he is not practically correct ? 

General Davis. By “technically correct,” I was referring to the sit- 
uation he drew and not to his definition of partial financing, Mr. 
Chairman. 

Senator Ettenper. Will you answer one question before you go into 
details ? 

General Davis. Yes, sir. 


PARTIAL FINANCING OF END ITEM 


Senator Evienper. Is it not partial financing of the end item? That 


is the airplane? 

General Davis. If you refer to the airplane as the end item, that 
is true. 

Senator ELtenper. Of course. That is what we have in mind when 
you come before us to ask for $10 billion, or whatever it is, to buy X 
number of planes. In our mind it is to pay for everything, you want it 
to pay for the engines and everything else, and you put your orders in 
then and there. 

Now, as far as you are concerned, you are correct, it is not partial 
financing on the engine itself because you do not put up $10 and pay the 
rest, as you say, in 90 days. You have the money in hand to buy the 
engines. 

But I am saying it is partial financing of the end item, That is what 
J am contending. 

General Davis. I agree you are right as far as project 110 is con- 
cerned. That is the complete aircraft. We are not trying to deceive 
the Senate, but if you will turn to page I-28 on project 120, where we 
cover preproduction, which we are talking about now 

Senator ELienper. I understand that. I will not say it is mislead- 
ing, but it is confusing, to say the least, for you to start out in bold 
type as to what you intend to do, what you are going to do, and then 
in the third or fourth page there go back to preproduction. 

Genera] Davis. I am talking of budget programs. 

General Bogart. We certainly are not trying to confuse that issue, 
Senator, I assure you. 
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Senator Sarronstratu. General Davis, might I ask this question: 
Let us take a specific example to carry out what. Senator Ellender 
hassaid. Take a B-52 as an example. 

You testified that your production time while it was set at 15% 
months, it is actually 16 months; is that correct ? 

General Davis. Yes. 

Senator SatronstaLu. Now, if your completed B-52 comes off the 
line in 16 months, how many parts of that B-52 take longer than 16 
months so that you will have to have a preproduction plan for that 
completed B-52? 


Now, that may be a tough question to answer. I think it would be 
helpful to put it in the record. 


THREE 





MAJOR ITEMS UNDER CONSIDERATION 


General Davis. There are three major ones, sir. I cannot enumerate 
all of them because I am not sure there are any other than the three, 

The ones that concern us most are the engines, the fire-control 
system, and the bombing and navigation systems. 

Senator Sarronstatu. So that, Senator Robertson, this is along 
the lines of what you were saying. As I see it, preproduction is 
simply taking a lead time on an item that is longer than the estimated 
complete time for building a completed item. 

Now, we are building 15 B-52’s a month and it takes 16 months to 
build a B-52. Now, it takes longer than 15, longer than 16 months 
to build 3 component items of that B-52. So in order to have the 
B-52 complete at the end of 16 months, General Davis and General 
Bogart argue that 3 items of that have to be started before 16 months— 
longer than 16 months. 

In that way they are not buying more end items but they are buying 
ahead so that on a planned production basis we will have to appro- 
priate some more additional money than we have appropriated in 1958. 


Senator Rosertson. Will the Senator from Massachusetts yield 
there ? 


Senator SALTonsTALL. Yes. 

Senator Roperrson. Will the Senator from Massachusetts be will- 
ing for the Senator from Louisiana to state at this point what he thinks 
they are doing, what he objects to, and then we can ask them. 

You say this is your understanding of the B-52. 

Senator Satronstauu. I am using that as an example. 

Senator Roserrson. And that is an economy move. 

Senator Satronsratu. I do not say that is an economy move. I 
say that is General Davis’ explanation of what he is doing as to 
preproduction as opposed to partial financing. 

Senator Roserrson. Will the Senator from Louisiana state for 
the record what he says they are doing that we want to stop? 


PARTIAL FINANCING OF END ITEM 


Senator E.tenper. They are providing $285 million to contract 
for engines and other parts of a plane that they have to come back 
to Congress later on and prevail upon Congress to authorize. 

In other words, they are partially financing the end item. 
General Davis. Yes, sir. 














DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1029 


Senator Rosertson. It is not partial payment of the whole. It is 
full payment of the partial. aii 
Senator E.tenper. That would be in conformity with his definition. 

I say it is partial financing of an end item, an airplane, or anything 
else, if you have to have a special lead time. 

The point is this, Senator Robertson. Should Congress decide not 
to go on with this contract, we are stuck with the engines to 
the point of $285 million. a, 

As you remember, 2 or 3 years ago we lost $400 million worth of 
engines. They had been bought in advance but there was some defect 
in them. 

I do not know whether you were chargeable with that, but there 
was a heavy loss there. 


JUSTIFICATION FOR PREPRODUCTION COST 


General Davis. I would like to read my justification for $285 mil- 
lion that we are discussing now under program 120. It is titled 
“Preproduction cost” : 


Lead-time protection is required to procure long-lead-time Government-fur- 
nished components. Such funds are required to protect the production continuity 
of aircraft models to be ordered in the next fiscal-year program. An example of 
this type of requirement is engines where the lead time for the engine or a com- 
ponent thereof is longer than the lead time of the aircraft itself. 

We have not attempted to deceive the Congress. We have had this 
wording under this particular project. We thought the intent was 
well understood. 

Senator Cravez. You have $285 million with which you intend to 
buy a part of the equipment for the end item? 

General Davis. Yes, sir. 

Senator Cravez. What is the lead time? 

General Davis. It varies. 

Senator Cuavez. I think you stated it takes 21 months to finish the 
plane. Why can you not get all the money at the same time instead 
of coming back? 

General Davis. We would have had to increase our budget request 
to the Congress last year by quite a lot. 

For example, instead of asking the Congress for 202 B-52’s in the 
fiseal year 1957 program, we would have had to ask for at least 240 
B-52’s. 

Senator Cuavez. You are going to ask for it in the future. Why 
not do it at one time? 

General Davis. Because our policy in the Air Force is to place an 
order no earlier than the latest point in time required to get it into the 
inventory on schedule. We like to come to the Congress to ask 
for the program we need at that particular time. 

Senator Cuavez. Have you taken into consideration that if you had 
the money for the total cost that you might be able to save some money 
for the Government by not waiting a year hence, when prices might 
go up? 

REDUCTION IN UNOBLIGATED CARRYOVER BALANCES 


General Davis. No, sir. On the contrary, we might lose money, Mr. 
Chairman. The other effect of this we discussed yesterday, Mr. Chair- 
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man, is the fact that by that kind of programing we build up tremen. 
dous unobligated carryover balances at the end of the year. 

In keeping with what we thought were the wishes of Congress, we 
have tried very actively for the last 3 years to reduce our unobligated 
carryover balances. We have done this. 

Our unobligated carryover balances have gone down significantly 
in the last 3 years. 

Senator ExLeNper. Was that your method of obtaining that goal! 

General Davis. Shortening lead time is the only method by which 
you can obtain this goal. 

Senator SALrTonstau.. If we had contract authorizations instead of 
these appropriations and unobligated balances, then that would be one 
way to cure this situation. 

The other way would be to appropriate really for 2 years to cover 
this 21 months. Is that not right? 

General Davis. Yes, sir. 

Senator ELtenper. You concede, though, in entering into the con- 
tract for this partial purchase of equipment for the end item that you 
are binding the Government or the Congress to appropriate the full 
amount in the future or lose the amount erovided for the initial 
component. 

General Davis. No, sir; we are not. Weare planning in advance to 
be able to do our job efficiently if the Congress sate to let us go ahead 
with our next year’s program. 

Senator E.ienper. If the Congress decides not to, this $285 million 
will be virtually lost if you have built any engines or you have spent 
any money toward that building and you find out that you are not 
going to use them. 

General Davis. That is entirely true, except that I made the point 
a moment ago that we place the orders at the latest. possible point in 
time and that the time which will have elapsed before the Congress 
makes this decision on the next year is only 3 to 4 months. 

So that little, if any, of that money is actually spent. But legally 
we have covered the contractor so that he can and will be prepared to 
accept an order after the new fiscal year begins. 

Senator Exttenper. Mr. Chairman, I do not expect to pursue the 
matter further, except to say that I consider the practice partial finane- 
ing. AsI have said, it is partial financing of the end item. 

Senator Srennis. Will the Senator yield to me just for this ob 
servation ? 

Senator ELienper. I am through, Senator. 


METHODS OF PRESENTING AIRCRAFT ESTIMATES 


Senator Stennis. I want to compliment you in just a moment. I 
think the Senator has brought out a very fine point. 

At the same time I do not think the Air Force has intended to mis- 
lead the committee, but, gentlemen, it is very misleading as a practical 
matter, the way we look at it, to have a statement of the kind you 
have in your report there and then find out it is to purchase engines 
and later we are going to purchase the planes. 

Now, Mr. Chairman, why could we not get down, instead of argu- 
ing about these academic matters, when it is very plain, it seems to me, 
that this is partial payment or partial purchase, to doing it like we 
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do it in the Military Construction Subcommittee. The justifications 
that are brought in there put this thing on the line. 

If they want hangar X and it is going to cost $3 million, they 

ut down hangar X at a certain airport or base, total cost $3 mil- 
fion. That is in column 7, we will say. 

The amount requested for authorization now is $1 million. Balance 
later, $2 million. 

Now, that is if they are going to build it by segments. Then when 
we authorize that hangar we know what it is going to cost fully and 
what we are going to allow now. 

In other words, when we allow the $1 million we know we are in 
effect committing ourselves to $3 million. 

Now, would it not be possible, general, to present items like these 
engines on that basis ? 

eneral Bocarr. Senator Stennis, in the construction appropria- 
tion you do essentially the same thing we are doing here when you 
approve a requirement for money in the project for planning. 

Senator Stennis. Could you not put that on the justification sheets, 
General, so that we could understand exactly and not keep six men 
sitting here arguing among ourselves ? 


STATEMENT OF GENERAL BOGART 


General Bocarr. Senator, we have had it and we have explained it 
every year. It has been in here right straight through. We have 
never had the question raised this way before. We thought we were 
perfectly clear on this. We have been doing this since 1951 in the 


Air Force and we have defended it. 

It has been in every time. As I say, I am very sorry that there is 
a misunderstanding about it, but we had thought it was perfectly 
clear to all concerned. 

I must say when this issue was first raised I went back and talked 
to the House Appropriations Committee and went through it with 
them, and they said, “Yes; we have realized exactly what you were 
doing in the account.” 

As a matter of fact, one of our reasons for extending the utiliza- 
tion of this technique has been, as General Davis pointed out, to reduce 
our unobligated balances. This is one of the ways in which we do it: 
We have cut the administrative lead time and contractor’s lead time. 
This is what it takes to cut the contractor’s lead time. 

I don’t think we are committing the Congress to a follow-on pro- 
gram at all, because, for one thing, as General Davis points out, while 
we have to budget for this money in the budget year we are talking 
about, actually it is not put on contract until the spring of the year 
when we have the new program approved. 

Senator Srennis. Thank you, General. 

Senator Cuavez. Senator Robertson, do you have any further ques- 
tions ? 

Senator Roserrson. I yield to the Senator from Missouri. He said 
you spent a whole day on it yesterday. 
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INTERROGATION BY SENATOR SYMINGTON 


Senator Symrneron. Is it my turn, Mr. Chairman ? 
Senator Cuavez. Yes. 


Senator Symrneton. Let us go over this again. I want to make 
sure the record is clear. 


Since 1951 you have had your preproduction payment account; is 
that correct ? 

General Bogart. That is correct. 

Senator Symrneton. You have defended that account every year 
before, first the Comptroller’s Office in the Department of Defense, 
then the Bureau of the Budget, and finally the House and Senate 
Appropriations Committees; is that correct ? 

General Bogart. That is correct. 

Senator Symineron. In all cases, what vou are suddenly being criti- 
cized for doing you have done in the previous 5 years, and it has been 
approved ? 

General Bocart. Yes, sir. 

Senator Syminctron. There was no criticism. 

General Bogart. That is right, sir. 

Senator Symineton. Mr. Pritchett, what is your business in the Air 
Force ? 

Mr. Prircnetr. Chief of the Procurement and Research Division 
of the Directorate of Budget. 

Senator SyMINncToN. Have you participated each year since 1954, 
including 1954, in the presentation of this problem to the Comptroller’s 
Office ? 

Mr. Prircnerr. Yes, sir. Beginning in July of 1954. This would 
have been the fiscal year 1956 budget. 

Senator Symineton. And, therefore, that is three budgets? 

Mr. Pritcuett. Yes, sir. 

Senator Symineron. You mentioned and put in the record yester- 
day the names of the people you presented this matter to in the office 
of the Department of Defense Comptroller; is that correct ? 

Mr. Pritcuetr. Yes, sir. 

Senator Symrneron. You received approval at that time, to the best 
of vour knowledge, of exactly what you were doing ? 

Mr. Prircnerr. Yes, sir. The account, to my knowledge, has never 
been questioned. 

Senator Symrineton. Therefore, if the Secretary of Defense and 
the Comptroller himself do not know about what has been going on 
for years, it was because they were not told by the people that you 
told. Isthata fair statement ? 

Mr. Prrrcenetr. I would assume that is true. 

Senator Symrneton. You would not assume it. You say you told 
the neonle? 

Mr. Pritrcuert. Yes, sir. 

Senator Symineron. So there is no assumption involved ? 

Mr. Prirenetr. That is right. sir: the working staff understood it. 


Senator Symineron. General Davis, does this gentleman work for 
you? 





DEPARTMENT OF DEFENSE. APPROPRIATIONS, 1958 1033 


General Davis. No, sir; I am Director for Procurement and Pro- 
duction, in the office of Deputy Chief of Staff, Materiel. We work 
together on this budget. 

Senator Symineron. Were you part of the presentation to the 
Comptroller, also ? 

General Davis. Yes, sir. 

Senator Symineton. That did not come out yesterday. Is every- 
thing, to the best of your knowledge, that Mr. Pritchett states true? 


CONTINUING AIR FORCE BUSINESS PRACTICES 


General Davis. It is exactly true. 

Senator Symineton. Now there is here an effort to tag on to the 
Air Force a criticism of their business practice, called by the Comp- 
troller of DOD, in his prepared statement, “unsound financing,” and 
there is a press article quoting a high Pentagon authority, that it was 
a flagrant violation of good business practice. 

Nevertheless, it is something that has been presented by the Air 
Force over a period of years and fully approved; is that correct? 

General Davis. That is right. , 

Senator Symincron. And he, the Comptroller, has known about it ? 

General Davis. Yes, sir. 


JUSTIFICATION FOR DEFENSE DEPARTMENT DIRECTIVE 


Senator Symincron. Now, you are up here to give us the truth. 
Can there be any other reason for doing this, in your opinion, except 
an effort to block the carrying out of the President’s program by 
making it impossible under this directive 7200.4 for you to purchase 
the material in the sequence previously planned ? 

General Davis. I have not concluded that that is the basic reason 
behind the directive. 

Senator Symineron. What other reason could there be? 

General Davis. In all fairness to the people involved, it seems to 
me that there is clearly a misunderstanding of our method of doing 
business. 

Senator Symineron. Just an error in the Department of Defense. 
The people you all briefed did not in turn brief the Comptroller, so that 
he in turn could brief the Secretary of Defense; is that it? 

General Davis. That is entirely possible. 

Further, I think it is possible that the people to whom you refer 
either do not have the time or for some other reason did not get into 
enough detail to thoroughly understand the technicalities of this com- 
plex business. 

Senator Symineron. You mean the Comptroller of the Depart- 
ment of Defense has not the time to thoroughly understand an item 
presented in the Air Force budget totaling hundreds of millions of 
dollars? Is that what you are saying? 

General Davis. I think it could be entirely possible that he would 
not know the details of the technicalities in the contracting pro- 
cedures and the programing techniques and that he could possibly 
have a misunderstanding of what we are doing. 

This is my personal opinion, Senator. 

Senator Symineron. But it has been presented to him over a period 
of years. 
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General Davis. To his working staff. They, of course, are very 
highly qualified technical people in this field and thoroughly wnder- 
stood it, I am sure. 


Whether or not Mr. McNeil understands it to that detail, I don’t 
know. 





IMPACT OF DIRECTIVE ON EXPENDITURE LIMITATION 

























Senator Symrneron. Then let us pursue the matter, if we may, 
along these lines: 

As a result of this directive, regardless of whether the staff of the 
Department of Defense did present your presentation to the Comp- 
troller, it is now clear that the Comptroller did not present it to the 
Secretary of Defense because in the prepared statement before this 
committee last month by the Secretary of Defense, he made state. 
ments which are not borne out by the facts. 

And I am sure he is an honorable man, without reservation. 

One thing we have now established, without any reservation, it is” 
not the fault of the Air Force, on any basis. 

Based on my years in private business before coming into Govern- 
ment, not only is the Air Force not subject to any criticism for poor 
business practice, but what they have done would be backed up by 
any good purchasing official in any corporations of the United States. 

What they have done is not use the funds of the taxpayers until 
it was absolutely necessary in order to meet schedules. 

Will you agree with that? 
General Davis. That is our view of that. 


STATEMENT BY MURRAY SNYDER 






















Senator Symineron. I think you are 100 percent right. 

It is clear what this directive might mean based on the $4,200 mil- 
lion that would have to be cut out of the Air Force program accord- 
ing to the protest of May 31 written by the Secretary of the Air Force 
to the Secretary of Defense. 

I point out at this time, Mr. Chairman, that Mr. Murray Snyder, 
who now handles Pentagon public relations, made a statement to the 
press that he was sure the Soveetary of the Air Force did not object 
to the position of the Secretary of Defense. It was interesting to 
read a letter of protest in the press, dated after that statement was 
made, showing that the Secretary of the Air Force emphatically dis- 
agreed with this directive. 

Senator CuHavez. Now, Senator Symington, of course, when Mr. 
Snyder makes a statement of that nature, naturally the members of 
the committee would be justified in inquiring about it. 

Senator Symrneron. I thank the chairman. It would appear that 
at times the Congress is operating in a vacuum, blind with respect: to 
what is really going on in connection with these appropriation bills, 


POSSIBLE EFFECT OF DIRECTIVE 


Now, I am told, General, that this directive could result in the fol- 
lowing: 

One, elimination of orders for the F-106 fighter, the advanced all- 
weather interceptor. 
Is that correct? 
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General Davis. That is true. 

Senator Symineron. Two, reduction of about 200 in orders placed 
for the F—104 day fighter. 

Is that correct ¢ 

General Davis. I believe that is correct; yes, sir. 

Senator Symrncton. Three, reduction of more than 100 F-101B 
MeDonnell all-weather interceptor fighters. 

Is that correct ? 

General Davis. Yes, sir. 

Senator Symineron. I might add these three aircraft were planned 
as the main defense aircraft ‘for the defense of the continental United 
States. 

Four, a cutback in orders for the new F-105 fighter bomber. 

Is that correct ¢ 

General Davis. Yes, sir. 

Senator Symineron. Five, elimination of one wing of the C-130 
tactical air transports. This, of course, would further reduce the 
modernity of the Army. 

Is that correct ¢ 

General Davis. Yes, sir. 

Senator Symineron. Next, elimination of orders during fiscal 1958 
for B-58’s, the new supersonic bomber, which is scheduled to fly twice 
as fast as any other bomber produced in the free world; is that cor- 
rect ¢ 

General Davis. It is always a possibility. 


METHOD OF HANDLING REDUCTIONS 


Senator Symineron. This was an illustration of what the loss of 
$4.200 million would do. 

General Davis. I think we intended these things as illustrative to 
make up the order of magnitude of the dollars involved. Whether 
these particular types, models, and series by those numbers would 
actually be the resultant fallout, I, or no one else, can say at this time. 

Senator Symineron. This was given as the way they though this 
$4.2 billion could be handled. 

General Davis. Could be; yes. 

Senator Symineron. In other words, this would result in the least 
reduction in the program from the standpoint of reducing our air- 
power. That is the way I obtained these figures. 

General Davis. Yes, sir. 

Senator Symineron. Certainly if you are going to cut a purchasing 
program of $7 billion plus, some $4.2 billion, you are going to make a 
right healthy cut on any basis. 

General Davis. Yes, sir. 


SPECIFIC IMPACT OF DIRECTIVE 


Senator Symincron. Now, this worried me more than any other 
planned reduction. A production slowup of the KC-135 jet tankers, 
used to refuel the B-47 and B-52 bombers; is that right ? 

General Davis. Yes, sir. 

Senator Symrneron. Here are more reduction this directive would 
cause. Cancellation of the Snark intercontinental missile? 
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General Davis. Yes, sir. 

Senator Symineron. Cancellation of the Navaho, that is the ramjet 
intercontinental missile; is that correct ? 

General Davis. Yes, sir. 

Senator Symrneron. Cancellation of the Matador tactical surface. 
to-surface missile? 

General Davis. I don’t believe that was included in our earlier 
studies. 

Senator Symrneton. It was not? 

General Davis. No, sir. 

Senator Symineron. Cancellation of the Rascal, the Hughes air-to- 
ground missile? 

General Davis. That is made by Bell. 

Senator Symineton. Cancellation of the Falcon, air-to-air missile? 
That is the Hughes unit. 

General Davis. Cancellation of certain models of it. 

Senator Symrneton. Would they be the newer models? 

General Davis. Yes, sir. 

Senator Symineton. They would be the newer models? 

General Davis. Yes, sir. 


LACK OF ANALYSIS OF RESULT OF DIRECTIVE 


Senator Symineron. Now, the Department of Defense has admitted 
before this committee that this directive was put out before any 
analysis of any kind whatever was made as to what this directive 
would actually do to the program; to the best of your knowledge is 
that correct ? 

General Davis. I presume so. We did not participate in any 
analysis for them, prior to the issuance of any memorandum. 

Senator Symincron. It must be true that they put the fiscal picture 
above the program picture, and issued a directive which cut you $4.2 
billion ; and in effect let you decide where you are going to cut to meet 
the directive. That is the very core of the letter of protest of Secre- 
tary Douglas of the Air Force, is it not? 

General Davis. Yes, sir. 

Senator Symrneron. General Bogart, would you agree to that ? 

yeneral Boeart. Yes, sir. 

Senator Symineton. General Callahan, would you agree? 

General Cattanan. Only with this qualification, Senator 

Senator Symineron. Qualify it any way you want. 

General Caraway. That Secretary Douglas requested an oppor- 
tunity to discuss the implications of ‘this particular directive. 

Senator SymMINGTON. But he also stated in his letter, did he not, 
that if he did not get a hearing it was going to take $3,400 million out 
of the P-100 funds, airplane procurement, and $800 million out of 
P-200 funds, other than airplane procurement; engines, electronic 
equipment; is that correct? 





RELIEF FROM EFFECT OF DIRECTIVE 


General CaLtLtAHANn. That is exactly right. If he did not get the 
relief that is the measure of effect of such a directive. 

Senator Symineron. Do you know of: 47 relief to date that he has 
receives & 
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General Cattanan. There has been no determination to my knowl- 
edge, sir, of the action to be taken to comply with the directive. 
enator Symrneron. General Bogart, do you know of any relief? 

General Bocarr. I know of none, sir. 

Senator Symineron. Mr. Chairman, is it in order to ask the repre- 
sentatives of the Air Force that this committee be informed as soon 
as any relief if any is obtained ? 

Senator CuAvez. Yes; it is in order. 

General Bogart. We will undertake to do that, sir. 

Senator Symrneton. I thank the Chair for his tolerance in allow- 

ing me to ask these questions. 

Senator Srennis. Mr. Chairman, I apologize to Senator Syming- 
ton, because I was not present while he was asking the questions. 

Senator Symineron. I am sorry that the Senator was not here be- 
cause he is one of the most intelligent and astute of all Senators in 
these matters. I hope he will read ‘the record of the last few minutes. 
Senator Srennis. I will do that. 
Senator Cuavez. Senator Flanders. 





STATEMENT OF SENATOR FLANDERS 


Senator FLianpers. I find myself uninformed due to attendance of 
other committee hearings, so I will have to ask some very elementary 
questions. We have just had a statement of a number of elements in 
the program that are going to have to be curtailed or set aside or 
eliminated under this directive, if I understood the conversation cor- 
rectly. 

Now, in the first paragraph A, under policy, it says: 

No procurement of material, equipment, or work, or services in connection 
therewith shall be directed or authorized unless adequate appropriations and 
funds are avaliable under the applicable Department of Defense financial plan. 
And so on. Now, the question I want to ask is: Were various ele- 
ments of the program put underway without adequate appropriations 
and funds available under this specific case ? 

General Davis. They were put underway within the directives as 
you have just read. 

Senator Fianpers. Within the directive? 

General Davis. Yes, sir. They were not in violation. 

Senator Fianpers. Not in violation of the directive? Then what 
is the subject at issue if these programs were not in violation of the 
directive ? 

EFFECT OF EXPENDITURE LIMITATION 


General Davis. I would like to clear one point. Senator Syming- 
ton was referring to an expenditure limitation, that has been inferred 
by a directive from the Secretary of Defense, for fiscal year 1958. 

This is expenditures from the Treasury. That directive is another 
problem. The figures he quoted and the effects that he quoted as 
resultants were the effects of the expenditure limitation and not of the 
directive. 

However, taking the directive that you have read by itself, it does 
have an impact on our current and future years business, which 
impact we have not talked about here. 

Senator Franpers. Does it have an effect on it because there is a 
desire or a practice to commit the Air Force for undertakings for 
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which no adequate appropriations and funds are available under the 
financial planning ? 

General Davis. Only to the degree of interpretation. You would 
have to read the complete directive and then you would have to go 
through quite a detailed process of how we plan our programs and 
implement them after the appropriations are made to see the effect 
of that particular paragraph that you have read. 

Senator Symrneron. Would the Senator yield ? 

Senator FLanpers. I will yield. 

Senator Symineron. The Air Secretary’s letter to the Secretary 
of Defense starts off: 


Application of DOD Directive 7200.4 and the DOD expenditure objectives 
referred to in your memorandums of May 22 to the Air Force programs would 
require major reprograming and reduction of the fiscal year 1958 and prior 
procurement programs for substantial supplemental appropriation. 

Therefore, I should have, and felt that I did, pool the two together. 
The directive 7200.4 of May 21, and the letter directing the obligation 
holdup of half a billion dollars of May 22, plus the ] ast paragraph of 
that letter, as I remember it, refers to an expenditure limitation unless 
relief is obtained ; ; is that correct ¢ 

General Davis. Yes. 

Senator Symineron. If the Senator will yield a minute more, in the 
letter that the Secretary of the Air Force wrote to the Sec retary of 
Defense as of May 31, as published in the papers, it states: 

The estimated reduction in the fiscal year 1958 and prior programs would be 
approximately $3.4 billion in the aircraft, and missiles area (P-100), and $800 
million in major procurement other than aircraft (P-—200). 


RESTATEMENT OF SITUATION 





Now, the distinguished Senator from Vermont has had great ex- 
perience in business. Therefore, it is easy for him to understand this 
situation. 

What the Air Force has done is submit to the Department of De- 
fense, and to the Bureau of the Budget, and to this committee, over a 
period of years, money under a he ading i in the overall budget sub- 
mission entitled “Preproduction paymet nts.” This allowed the Air 
Force, only with money appropriated to them, to purchase long lead 
time component parts of the full airplane, such as engines. 

This has been Air Force practice in the past, and has been com- 
pletely approved, over many years, by this committee, as well as the 
Department of Defense and the Bureau of the Budget. 

I thank the Senator. 

Senator Fianpers. The question that seems to me still to be under 
consideration and unanswered is whether that practice committed the 
Air Force and committed the Congress to programs which had not 
yet been submitted to us. 

General Davis. No, sir; it did not. 

Senator ELLENpEer. Now, you are coming here to us for $285 million 
as you have indicated, out of $350 million, to buy engines for a pro- 
gram to be submitted later. Isthat not right ? 

General Davis. I think 

Senator Symineton. The President made the program. 

Senator Eitenper. I had understood. That is the 137 wings and 
all of that. We are not talking about that. 
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Are you not coming and asking for $285 million as part of the pro- 
ram you hope to present to C ongress definitely as to the amount of 
planes and the amount it is going to cost in the future? 


PRESENT REQUEST 


General Davis. We are asking for your authority to plan to use it 
in the event it is required after a thorough review this fall by the 
Secretary of Defense, after the formulation of the 1959 budget and 
after that budget has been submitted to the House of Repr esentatives. 

Then, and only then, do we propose to commit the Government in 
any sense to any part of the $285 million. 

Senator ELLENDER. You are going to present that to Congress? 

General Davis. At that time; yes, sir. 

Senator ELteNpEr. Why do you need the money now, if you will do 
all of that ¢ 

That is the thing in the nutshell. 

General Davis. We have to ask for it now because we will have to 
have it in the appropriations for the fiscal year 1958, in order to be 
able to apply it before July 1, 1958. 


STATEMENT OF SENATOR KNOWLAND 


Senator KNowLanp. Mr. Chairman, might I ask a question at this 
point ¢ 

Like Senator Flanders, I have been tied up for a week in the Foreign 
Relations Committee on foreign aid. I have tried to follow this as 
closely as possible in the public press and by discussing it with mem- 
bers of the committee. 

I would like to ask whether any facts have been developed as to 
whether it is purely a calendar comcidence or whether it is the fact 
that the Secretary’s directive of May 21, was issued on the day that 
the House committee report is dated, which is May 21, though there 
were rumors, of course, prior to the publication of the House commit- 
tee’s report that substantial cuts had been made in the armed services 
appropriation, having in mind the Senator’s statement which quoted 
from the directive saying that— 

Unless adequate appropriations and funds are available under applicable De- 

partment of Defense plan— 
I wonder if the Department of Defense, being faced with obvious 
reductions being imposed by the House of over $2,586 million under 
the budget, might not have had to take some steps to put their house 
in order in case that great a reduction was finally approved by the 
Congress. 

I would like to inquire as to that point. 

Senator Syminoron. If the distinguished Senator will yield, the 
administration has already agreed to a billion and a quarter, roughly, 
of the proposed House reduction. The statement of the Air Seere- 
tary in his letter says that there will be a future reduction of about 
$4.9 billion, so in any case there is an additional some $3 billion re- 
duction over what the House has proposed. 
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METHODS OF APPROPRIATING FUNDS 


Senator Know.Lanp. The members of this committee know there 
has been a policy difference over the years between the Senate com- 
mittee and the House committee relative to the necessity of having 
all the funds appropriated in years past. 

The Senate committee, at least a substantial number of them, have 
favored the contract authority so that they would not have to keep 
large sums available in order to finance the whole lead time. 

Whereas, the House has insisted that all the funds should be avail- 
able before the program is undertaken. 

Senator Symineton. Iam glad the minority leader has brought that 
point up, because what is especially distressing is that under the 
criticism of long lead time the Air Force has been doing its very best 
to shorten those lead times; and is now being criticized for just that 
action. It doesn’t make any sense. According to the testimony 
received before this committee, this entire matter is one prompted by 
the placing of a $38 billion expenditure limit, which of course has 
nothing to do fundamentally with the question of appropriation 
reductions this year by the House. 


EFFECT OF DIRECTIVE ON 





THE NAVY 
Senator Fianpers. Mr. Chairman, I had a second question I wish 
to ask. There is another branch of the Defense Department which 
has to deal with long lead time. That is the Navy. 

Now, the question I would like to ask is, Why is it necessary for the 
Air Force to follow a policy in meeting this long-lead-time situation 
that so far as I know the Navy does not find it necessary to follow, 

Senator Symrneron. Will the Senator yield? 

Senator Frianvers. Yes. 

Senator Symineron. When items came up like the supercarrier, 
there was partial funding. 

Senator ELitenver. One case, the Forrestal. That was the only one 
presented to our committee. 

Senator FLranpers. We have no complaint, Mr. Chairman, so far 
as I know, from the Navy on this directive and yet they too have 
the long-lead-time question before them continuously. 

So I am wondering what the difference is between the necessities for 
the Navy and the necessities for the Air Force. 

General Bocart. Senator Flanders, I am not an expert on Navy 
procurement except that I do know that both of us buy aircraft in 
exactly the same way. This was stated the other day by the Director 
of Procurement for the Navy. 

We both use the long-lead-time technique in buying aircraft and, 
of course, they use the long-lead-time technique in their shipbuilding 
and conversion program. I know of no difference between the methods 
of doing business. 

It is a preproduction technique including procurement of long-lead- 
time items. They do exactly the same as we do. 

Senator Cravez. The Navy testified that they were not objecting to 
the directive. The Army testified they were not objecting. 

General Bocarr. That is correct, sir. 

Senator Cuavez. There seems to be a difference of opinion as to the 
position of the Air Force. 
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AVAILABILITY OF DEPARTMENT OF DEFENSE REPORTS TO COMMITTEE 


Senator Smiru. General, the memorandum of May 22, signed by Mr. 
Wilson, shows a further reduction of $100 million, $150 million, and 
$250 million. 

It states: 

As a means of clarifying our fiscal position each military department will submit 
a detailed plan to the Secretary of Defense not later than June 12, 1957. 

Will this committee have the benefit of those reports before they are 
ready to mark up this bill ? 

General Bogart. Yes. We have been asked to provide the results 
of these discussions with the Secretary of Defense, Senator Smith. 
We have undertaken to do so. 

Senator Smirn. Do you have any idea when this committee will 
have it? 

General Bocarr. No; I do not. I cannot at this time say when we 
will have the results of these determinations by the Secretary. 

Senator Smiru. Mr. Chairman, I think this committee should have 
those reports before we mark up this bill. 

Senator Cuavez. Yes. It is my purpose to call an executive meet- 
ing before we mark up the bill. We will ask General Bogart to fur- 
nish the information. 

Senator Smirxa. Thank you. 


COM MITTEE PROCEDURE 


Senator Ture. Mr. Chairman, how many more days of hearings do 
you anticipate we will have? 

Senator CHavez., We will have the executive meeting by the end of 
next week. 

Senator Tuyr. Do you anticipate almost a full week more of 
hearings ¢ 

Senator Cuavez. Yes. 

Senator Tuy. What matters do you expect to have before the com- 
mittee next week ? 

Senator Cuavez. We will have to discuss money matters with the 
Navy Department and then we have 1 day for outside witnesses. 

We will have to ask the committee whether or not they desire to have 
Secretary Wilson here again in open session and, of course, Mr. Mur- 
ray Snyder. 

Senator ELLENDER. May I suggest, also, Senator Chavez, that I let 
it be known yesterday that we are going to set a day aside to invite all 
Senators to see these movies on research and development that some of 
us saw yesterday? I think it will be of great interest to all Senators 
to see the movies from the three departments. 

Senator Cuavez. I am sure of that. We will have them in execu- 
tive session. We may also have Secretary Wilson, at a later date. 

General Bogart. Yes. sir. 

Senator Symirneron. Mr. Chairman, Senator Ellender and I were 
in here yesterday for a long time; and we brought out an interesting 
fact. 

It isa figure that interested me a great deal. I mention this to Sen- 
ator Flanders because he brought up unobligated carryovers for which 
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the services, especially the Air Force, have been heavily criticized ip 
the past. 

Any such criticism is bound to go more against the Air Force than 
the other services, because one service is building up, another service ig 
in effect maintaining its position, and the third service, because of the 
tremendous amount of money available after the Korean truce, in ef- 
fect is reducing. 

But of the total amount of unobligated carryovers, 47.3 percent is 
still denied the 3 services by the Department of Defense and the Bu- 
reau of the Budget, and has never been apportioned for use to the 
services, 

Senator Cuavez. Senator Thye. 

Senator Tuyr. I have no questions, Mr. Chairman. 

Senator CuHavez. Senator Dworshak. 

Senator Dworsnak. No questions, Mr. Chairman. 
Senator CHavez. Will you proceed, General Davis? 


INDUSTRIAL FACILITIES 


General Davis. I was talking about the industrial facilities portion 
of the account. 

I want to make a comment that we have vigorously pursued a policy 
of using, to the maximum extent, existing Government-owned produe- 
tion equipment as well as that owned by private enterprise. 

We have, to the maximum extent, required our contractors to finance 
their own capital equipment and only in those areas where we felt it 
beyond the contractor’s normal risk or had no foreseeable commercial 
application have we financed facilities in this account. 

We are placing, of course, more and more emphasis on our concept 
of “buy and use” rather than “buy and store.” We went to this in fis- 
cal year 1956 and discussed it with the Congress. This is increasing 
the percentage of our inventory of equipment that is in active use 
versus that which is in idle storage. 

Senator ELLenper. For that phase of your work, the planning, you 
are using $65 million of the $350 million you are asking for; am I 
right ? 

General Davis. No, sir; the request is $300 million total. 

Senator ELLenver. You ask $350 million for preproduction and so 
forth. 

General Davis. That was another account. That was preproduc- 
tion. We are talking now about industrial facilities, machine tools, 
and equipment to do the production job. 

Senator E.xenper. I thought part of the $350 was to be used for 
that purpose. 

General Davis. No, sir. We have to distinguish between tooling 
and tools. Tooling is the jigs, dies, and fixtures used by the contractor 
to fabricate the parts. When I use the word “tools” I am referring 
to industrial equipment, such as milling machines, lathes, manufactur- 
ing equipment, and machinery and not tooling in the other sense. 

Senator ELienper. And for this latter category you are asking to 
use part of the $350 million ? 

General Davis. No, sir: $300 million. This is for industrial ma- 
chinery and equipment, not tooling. 
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Senator Evtenper. Then of the $350 million you are going to use 
$295 million for advance purchasing, and $65 million is left. What 
are you going to use that for ? 


FUNDING OF NEW AIRCRAFT TYPES 


General Davis. Preproduction funding of the airplanes coming in 
next fiscal year, the newer types, the types not yet in production. 

Last year you will recall in our budget we had requests for some 
money for the B-58 supersonic bomber. This was to pay for tooling, 
jigs, dies, and fixtures, and engineering, designing, and making that 
tooling, as well as the production engineering, to enable the manufac- 
turer to get ready to accept an order from us this year for that air- 


plane. 
AIRCRAFT MODERNIZATION 


The next item in my account is the aircraft modernization account. 
This provides for the modernization of the in-service aircraft and mis- 
siles through modification of the basic weapon system or its compon- 
ent equipment. This includes those changes necessary to insure safety 
of flight or the imperative correction of service revealed operational 
deficiencies. 

We have vigorously pursued a program of getting this minimized, 
and have eliminated desirable but not necessary changes in modifica- 
tion for airplanes to get this program down to a minimum. 

Senator Cuavez. What policy do you use for modernization of the 
aircraft ? 

General Davis. The bulk of it consists of installing improved equip- 
ment, such as an improved fire-control system or modifying the fire- 
control system to make it more accurate. 

Senator Cuavez. Is that based on research and development ? 

General Davis. Advancement of the state of the art; yes, sir. This 
budget project also includes a very small amount, which is not identi- 
fied on the summary sheet, for the industrial readiness policy which 
was presented to the Congress in 1955. 


INDUSTRIAL READINESS POLICY 


We are still pursuing our program and it has been fully implemented 
on our more important weapon systems. In terms of results, we esti- 
mate that emergency execution of existing production compression 
plans could more than triple current scheduled deliveries of key stra- 
tegic and air defense weapon systems in the first few weeks of hostili- 
ties. 

Over half of this production compression quantity would be combat 
capable aircraft that could be air evacuated to operational units from 
present industrial locations within hours after an alert or order to 
evacuate is issued. 

These aircraft could make a significant contribution during the 
early critical days of a nuclear conflict. 


PROCUREMENT POLICY 


I have a statement on procurement policy that will be of interest 
to the committee. 

The Air Force is keenly aware of its responsibility to the Congress 
and to the American people for achieving its procurements in the 
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most efficient manner. Fundamental to the proper discharge of this 
responsibility is the application of sound basic policies and business 
principles. 

I feel that certain significant aspects of the Air Force procurement 
effort are of sufficient importance and interest to you to warrant a 
brief discussion of them at this time. 

In accordance with our forward-purchasing policy, we place our 
procurements no earlier than is necessary to meet delivery require- 
ments or to maintain continuity of production, thereby avoiding un- 
necessary early expenditures. 

Administrative controls and contractual provisions are used to in- 
sure that our contractors limit their procurement of materials and 
components consistent with economic production. 

We have recently instituted a program under which contractors 
for our major weapon systems furnish us with their master program 
plans showing milestones in production and a time at which these are 
to be accomplished. 

We require periodic progress reports against these plans, thereby 
enabling us to identify potential problem areas and to take remedial 
action before the problem has reached the stage where it might 
adversely affect the program. 

In our continuing effort to stress use of the formally advertised 
method of procurement, we have recently completed an exhaustive 
revision of that section of the Air Force procurement instruction 
entitled, “Procurement by Formal Advertisement.” 

This was done with the cooperation of representatives of the Office 
of the Comptroller General of the United States. The result is a clear 
and comprehensive treatment of this subject, which we feel will go far 
toward the strengthening of our procurement practices in this vital 
area. 

Where the nature of the procurement does not permit the use of 
forma] advertising, we nevertheless endeavor to obtain the maximum 
of competition in our negotiations. 

Moreover, in negotiated contracts, we stress the use of fixed-price 
and fixed-price incentive contracts in order to keep contract costs at a 
minimum and to encourage efficient production. 

Where contractors have delayed without justifiable cause the formal- 
ization of contracts, price redeterminations, or price revisions under 
incentive contracts, we place no new contracts with such contractors 
until the delinquencies have been corrected. 

By such measures we endeavor to accomplish our procurements in as 
economical and efficient manner as possible, consistent with our pri- 
mary objective of an adequate national defense. 


QUESTION OF SIMILARITY IN REQUEST 


Senator Evitenper. The only question I would like to ask is this: 
We discussed 2 items, 1 for $350 million and 1 for $300 million, just 
now. 

General Davis. Yes. 

Senator Exiienper. Will you in a nutshell tell us the difference 
between the two items? I understand that $65 million of that is for 


tooling to equip a plant and the $300 million is to be used also for the 
same purpose. 
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General Davis. No, sir. 

Senator ELLenper. You talked about tooling there did you not? 
You make it so complicated. I am sure you do not mean to do it. 
Will you tell us the difference between the 2 items, of $350 million and 

million, and what the money is to be used for? 

General Davis. Yes, sir. We discussed in detail the $285 satiiton 
that was for the procurement of the long lead time items. The 
remaining $65 million is preproduction and production engineering 
in preparation for production. 

Senator ELLeNpER. Where do you get your production engineer- 
ing? Is that with your own people? 

_ General Davis. The contractor’s people. He is designing parts, 
making drawings, devising work orders. 

Senator ELtenper. Under your supervision ? 

General Davis. We have contract administrative supervision but 
we let him do this job on his own. These are all the things he has 
to do to get ready to produce the airplane that we are buying. 

Senator ELLenperR. You mean not the airplane, but the engine? 

General Davis. Whatever it happens to be. The $65 million is 
normally for the airplane itself. In that discussion I referred to tool- 
ing and engineering for tooling. 


DEFINITION OF TOOLING AND TOOLS 


Tooling I will define now. Tooling in this sense consists of jigs, 
dies, and fixtures which the contractor must have to fabricate parts 
of an end item. 

In the other sense, in this $300 million item I mentioned the word 
“tools.” I should have probably just said industrial equipment. 
There we have big machine tools, They are such things as lathes, 
milling machines, boring machines, spar mills, stretch presses. 

Senator ELtenper. What is that to be used for? 

General Davis. These things are to take the jogs, dies, and fixtures 
that we made on the other contract and finish the job. The jig, die, 
or fixture is a piece of metal or something else that resembles metal, 
around which a piece of the airplane is formed, is shaped, drilled and 
made to fit. 

EQUIPMENT SPECIFICATIONS 


Senator ELtenper. Why do you separate those two items? Why 
not put them in one? What is the idea of having them in 2 different 
appropriations or 2 different categories ? 

General Davis. From a business standpoint I think I could say 
that it is a matter of distinguishing between durable goods or capital 
goods and things that are being used for only one specific application. 

A lathe, for example, can be used for many, many purposes. It 
can be used to manufacture a part for most any kind of a product, 
from a watch to an airplane part. 

Senator Cuavez. What about the big heavy press that shapes the 
different parts / 

General Davis. That is a machine tool. That is what is in this 
$300 million category. Very large, very expensive and complicated 
machinery. Within that machine you have small tools that help to 
carry out the work. If it is a press you have a male and a female die 
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in that press so that when the press is pulled down they form a piece, 
The dies that go in that press are tooling. They are for a specific 
purpose, a specific part. 

When you are through with it you send it to the scrap man“and he 
melts it down. When the press gets through stamping out that part 
it can stamp out many other parts over an average life of 714 years 
amortization or depreciation. 

So we carry an inventory, in the Air Force, of industrial equipment, 
Most of it, we are proud to say is in active use. Some of it is in idle 
storage because we don’t have use for that particular machine. 

Either it is surplus to our needs this particular month or this par- 
ticular year and we will have to ship it to a contractor next month or 
next year or it may be obsolete and we are in the process of dis- 
posing of it. 

INDUSTRIAL MOBILIZATION POTENTIAL 


This has been a part of our industrial mobilization potential. This 
is a capital account. Although we do not depreciate Government capi- 
tal accounts, like industries do, in effect it is returned to us over a 
period of time. Every machine that we own would have to be owned 
by a contractor if we did not furnish it. He would depreciate the 
cost of that tool over an average life of 714 years. They vary from 
3 years to 10 or 12 years. The depreciation cost of that machine would 
be an allowable item of cost against the items we are buying. 

So, in effect, our industrial machinery account pays for itself over 
a period of time in reduced cost of the article we are buying. 

Senator Etitenper. Going back, the $65 million is to be used to 
make the forms, the jigs, and so on. 

General Davis. That is part of the cost. A larger portion of it is 
to pay the enginer who designed it. 

Senator ELtenper. That is about what it is used for? 

General Davis. That is correct. 

Senator Exuenper. In other words, for the parts that are to be 
made for the engines, you have to have a jig, a form. 

General Davis. That is correct. 

Senator Errenper. That $65 million is used for that purpose and 
then after the forms are made, they are then given to the contractor 
who uses the press and so forth to make the actual piece? 

General Davis. Yes, sir, but we retain title to those. 

Senator Ex.ienper. Is that right? 

General Davis. Yes, sir. 
Senator Ex.enper. Thank you. 





DEFENSE CONTRACTS IN DEPRESSED AREAS 


Senator Smirn. Mr. Chairman, I would like to ask a question right 
there. 

There is a bill, General, before the Government Operations Com- 
mittee which would bar assistance to labor surplus areas in connection 
with awarding of defense contracts. I should like to have your re- 
action about such a bill. Do you believe that depressed areas should 
be barred from receiving defense construction contracts? 

General Bocarr. Senator, I have not read that particular bill. I 
am not familiar with it. I do not believe I could express an opinion 
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on it right now. I will be glad to research a little bit and give you an 
answer, but I do not know at the moment. 

Senator Smiru. Forget the bill then. Do you believe that labor sur- 
plus areas or depressed areas should be barred from receiving defense 
construction contracts ? 

General Bogart. Offhand, I should think not. 

Senator Smrru. Will you look at the bill? 

General Bogarr. Yes, indeed; I certainly will. 

Senator CuAvez. Proceed. 


REQUEST FOR RESTORATION 


General Davis. Both the Secretary of the Air Force and the Chief 
of Staff have expressed their concern to this committee over the 
action taken by the House Appropriation Committee in reducing the 
fund requirements reflected in the President’s budget. I would like 
to reiterate that the requirement stated in this area was carefully 
reviewed and evaluated to hold our request at an absolute minimum, 
and the Air Force has made sharp reductions in arriving at this austere 
program. 

It is our belief that the program being presented by the Air Force 
must be carried out, and that accomplishment of this program will re- 

uire the full amount of new obligational authority provided under 

this appropriation area in the President’s budget. The Air Force has 
submitted a request for restoration of the full amount of the House 
reduction, and we are prepared to discuss this to the extent the com- 
mittee may desire. 


AIR FORCE POLICY ON SMALL BUSINESS 


Senator Cuavez. Now, General, you did not give us very much of a 
statement on small-business policy. 

Senator Tuyr. Mr. Chairman, I was going to bring up this point 
before we proceed with General Davis’ statement because I do not 
think we touched on this relation to small business at all. I have 
read and underlined a few of the items in your statement here, and 
there are some things that are not quite clear to me. 

You say here, and it is found on page 13, that this program is 
most effective as evidenced by the fact that although the competition 
is keener than ever before, small-business concerns are continuing 
to be successful bidders for approximately 70 percent dollarwise of 
the items and services within their potential. 

Now, “within their potential” is a broad statement. You say 70 
percent dollarwise of the items. That 70 percent dollarwise would 
represent 70 percent of the dollars. But when you narrow it down 
to “services within the potential,” this is something which I did not 
understand. That is what I would like to clarify. 

General Davis. I don’t believe I have all the detailed data that 
was presented to the Senate Committee on Small Business. This was 
gone over in some detail with them, and all the data was furnished 
for the record. I believe, though, that I should point out that, in 
cooperation with the Small Business Administration, each of the mili- 


tary departments screen or review each procurement that is about 
to be placed. 
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They determine jointly as to whether or not this particular item 
iS susceptible to being manufactured by small business. I think jt 
is fairly obvious that a big bomber or fighter could not be mann- 
factured by a small- business concern as defined i in the small-business 
criteria. 

Senator Cuavez. Some of the parts could be? 

General Davis. Yes. This is speaking, sir, to the direct contracts 
with the service, the prime contract. Now, we have other exhaustive 
data that we presented to the Senate Select Committee on Small 
Business showing the tremendous increase in the amount of subcon- 
tracting by small-business firms with our primes. 


STATEMENT BY SENATOR THYE 


Senator Tuyr. That was a debatable question in 1956, as vou will 
recall. We went into that at some length, and we were quite disturbed 
at times. We felt that the small-business man was suffering and was 
not participating in the subcontracting. The prime contractor, unless 
he definitely will work with the small-business man who can make 
some of the parts, to which the chairman referred, has the power in 
his hands to do as he pleases. 

We have had evidence where prime contractors established a new 
function within their business and proceeded to do what well could 
have been done most economically by the small-business man that 
was already tooled and equipped to do the same work. That was 
what attracted my attention to the phrase “approximately 70 percent 
dollarwise of the items and services within their own potential.” 
That potential is all in the hands of the prime contractor. If he de- 
sires to hold the work for himself, you see, therein lies your responsi- 
bility to make certain that he does not obtain tools and equipment 
from you to set up an addition within his own plant to do the very 
thing that a small-business man is already tooled to do. 

That is entirely your responsibility. You control the tools. You 
control the die. If you permit them to go into the hands of the 
prime contractor, it means the prime contractor has all the facilities 
to establish such a function right within his plant, and the little 
man is absolutely frozen out. 

General Davis. Yes, sir. In the next paragraph of my statement, 
following the sentence you aie is a very brief statement to that 
particular problem. 

Senator Ture. I read that: 


The Air Force has already recognized the fact that since 90 percent of its 
procurement dollars must be placed with very large industrial organizations 
eapable of acting as prime contractor, by far the greatest opportunity for small 


business lies in the subcontracting field. 

You see, the prime contractor, once he is successful, it is within his 
power to determine what he will do and what he will subcontract. It 
is your responsibility to watch that very, very carefully and very 
closely, because otherwise the small-business man is doomed to a lesser 
amount because you control much of the tools and the dies. 

General Davis. I certainly agree with you. I would like to con- 
tinue accordingly. We have taken all appropriate measures to in- 
sure that our lar ge prime contractors and major subcontractors them- 
selves conduct adequate programs to insure that their purchasing 
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departments provide equitable opportunities for these smaller con- 
cerns to serve as subcontractors and as suppliers. 


PARTICIPATION OF SMALL BUSINESS 


Senator Cuavez. What do you you do about it, outside of talking 
to them ¢ 

General Davis. We solicited their aid in this program some 2 years 
ago. Our device at the time was to establish a Small Business Ad- 
visory Committee within the Department of the Air Force. This 
Committee was made up of representatives, who were usually the 

managers of the purchasing departments, of prime contractors of the 
Air Force, both large and small business. 

This committee functioned under Air Force auspices for about 2 
years and established a program with the cooperation of all of our 
contractors to do this job. 

Some of the things that they did were to agree with us, give us a 
gentleman's agreement, that they would assist us in carrying out the 
wishes of C ongress. We have included in our procurement instruc- 
tions all we could, short of a totalitarian type of an operation, in 
keeping with our free- -enterprise system to make the contractor legally 
bound to carry out these wishes. 

In many areas you cannot do this, but they cooperated wholeheart- 
edly with us. One of the things they did was to establish a key man- 
agement individual as responsible to carry out our wishes, and he was 
the man to answer the questions as to why they did not do something 
they should have done, and they agreed also to furnish us reports. 

At the time you mentioned a while ago, when the Senate was quite 
concerned about some of the apparent inequities, we felt that these 
isolated cases were inevitable, but that we had inadequate records of 
what our prime contractors were doing in this area and that it would 
oo a convincing story, if we had the record. 

), through their cooperation, we are now getting those records. 
They give us periodic reports on all their subcontracting activities, 
who they are, and whether they are small business and the extent of 
the business. 

A check of the record of the hearings of the Senate Committee on 
Small Business this year will show that the results of that were quite 
heartening. I think the committee was quite complimentary of the 
Air Force for the success that it had in this program. 

Incidentally, that Small Business Advisory Committee, which did 
such a good job for us, was relinquished to the Department of Defense 
this year. They have now taken it over, and it is being done on a 
Department of Defense-wide basis rather than the Air Force. 

But we are still participating on a three-service basis. We nominate 
members of the committee—the Army and Navy do likewise. It is 
now operating under the Secretary of Defense. 

Senator Ture. You will, however, as the Air Force, keep your eye 
closely trained to this question for the reason that, first, it was yours 
to administer, and then you do have the bulk of the pr ime contracting 
carried on by the Air Force. 

General Davis. Yes, sir. 
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POLICY REGARDING SMALL BUSINESS ENTERPRISES 






Senator Tuyr. Mr. Chairman, we have followed this very care. 
fully and I, especially, as one member of the Select Committee on 
Small Business. We conducted several hearings and held confer. 
ences when we found that there was a departure from the policy that 
had been laid down. 

It has been a great help to small business throughout the country 
because the Department of Defense is doing a tremendous amount of 
business in our general economy. 

If the small-business man is not protected, why, you are just going 
to destroy him and you will destroy the main strength of our Nation, 
The big contractor, once he has the contract, should be very carefully 
scrutinized if his conduct is such that he is denying the small-business 
man the right of a subcontract. 

Senator Cuavez. Any further questions for General Davis? 


BACKLOG ORDERS FOR AIRCRAFT 


Senator DworsHak. I have one question, Mr. Chairman. 
General Davis, I quote from your statement as follows: 
While we believe our procurement and production policies and objectives repre- 

sent the most economical approach, we shall seek to improve our management 

technique to reduce costs and continue to encourage healthy competition in the 
aircraft industry to provide us maximum value and performance for the defense 
dollar. 

We frequently read in the financial reports of the large manufac- 
turers of aircraft that they have many hundreds of millions of dollars 
of backlog orders. Most of them being from the Government, and I 
suppose a large percentage of those representing contracts with the 
Air Force. 

Now, can you give us a brief explanation of why it is necessary to 
have these extensive backlogs of orders ? 

General Davis. The backlogs, of course, are directly related to the 
size of the program. I think it came out in the testimony, when 
unliquidated obligations were talked about, that is, the amount of 
orders on the books we have not yet paid for. 

General Bogart testified on these figures yesterday. Senator 
Symington made the remark that he thought this was phenomenal in 
that the total unliquidated obligations were only about one and a 
half, or less, of last year’s expenditures while our lead time on these 
things averages more than that. 

So we are just keeping enough backlog. The program size and 
the unliquidated obligations, or the backlogs to which you refer, are 
in very good balance. 

Senator DworsHaxk. Certainly you do not pay for any aircraft until 
delivery is made. You referred in some way to payments on back 
orders or backlogs. Certainly, any aircraft orders reflected in the 
back log are not obligating the Air Force to pay out any funds. 
General Davis. Yes, sir; they do to a degree. 


































COST CONTROL 


Senator Dworsuaxk. How do you control your costs? Do you place 
the full responsibility then, in the hands of the large aircraft manu- 
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facturers so that they can do about as they please instead of being 
under the strict scrutiny and control of the Air Force? 

General Davis. We have several methods of control and on the 
other side of the fence we are sometimes severely criticized by con- 
tractors for dabbling in their business too much. 

They accuse us of going to a totalitarian state and violating the 
principles of free enterprise and all that. But we think, as servants 
of the public, that it is our duty to see that the funds are expended 
efficiently. 

Senator Dworsuak. I note in your biographical sketch that you 
were a plant representative at Boeing Airplane Co. How many 
year's? 
~ General Davis. Three and a half years. 

Senator Dworsuak. I presumed they complained that the Govern- 
ment is too rigid in some of its contracts for planes. 

General Davis. I was never very popular with management at 
Boeing, that is true. 

Senator Dworsuak. Of course, as long as some of us can read and 
write, we observe the financial statements of firms like Boeing, where 
their stock has gone up from a few dollars to hundreds of dollars and 
we know that the major part of their business is producing planes. 

Under our free-enterprise system I want them to make a profit. I 
want some encouragement, some incentive for them to do a good job 
in their contractual relations with the Government, but at the same 
time I do not think we ought to _permit.them to have such latitude that 
they can make excessive profits and you, or anyone else, certainly 
recognize that, that it would be ruinous to our defense dollar if we 
did not endeavor constantly to watch those costs. 





AIRCRAFT INDUSTRY PROFITS 


General Davis. We agree with that entirely. I would like to refer 
to the results of the Hébert. Investigation Committee last year on 
profits in the aircraft industry. It is a published report, in which 
that committee concluded that the profits in the aircraft industry were 
not excessive. 

Of course, we in the Air Force contend that profit should be fair 
and reasonable; that since profit is only a small portion of the total 
cost of the item, we stand a much better chance of exercising economy 
in controlling of cost rather than arbitrarily limiting a man’s in- 
centive to make a fairly earned profit. 

So we strive to reduce costs, get efficiency and pay, if necessary, 
an incentive premium In the form of profits to get those costs down. 

If he is making 7 or 8 percent profit, the other 92 or 93 percent of 
a price is where the real savings can be obtained. 

Senator Dworsuax. Efforts have been made to justify the use of 
negotiated contracts instead of a competitive-bid system. I can under- 
stand that it may be necessary to negotiate contracts, especially the 
large ones, but it seems to me notwithstanding that procedure that 
close control should be constantly exercised because there is no reason 
why we should not get full value for our defense dollars. 

I am not concerned about what: the Hébert committee says, whether 
profits are excessive, or not, but I am merely pointing out that if the 
stock increases on the market many hundreds of percent, not 100 
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percent, or 200 percent, several hundred percent, then I do not yield 
to any one in making an estimate of whether there has been an exces- 
sive profit. 

General Davis. I can assure the Senator that the Air Force agreeg 
with your philosophy and that we are doing our very best and will 
continue to do our very best to keep our costs ‘at an absolute minimum, 






MOTHBALLING OF INDUSTRIAL 





FACILITIES 


Senator SavronstaLu. General Davis, the Army discussed with us 
the mothballing of some industrial facilities. What is the Air Force 
doing about that? Are they mothballing any of their industrial 
facilities?’ How m: ny active ones do they have? Are you the proper 
person to ask that question to? 

General Davis. Yes,sir; lam. 

I am sure I have answers to those questions. It might take me a 
moment to look them up in my reference books. 

To answer the first part of the question, I can answer that without 
reference and from memory, we have not as yet gone into a large 
program of mothballing industrial plants per se. 

We did close down some r ight after the Korean war ended. 

Naturally there were quite a lot of people brought into that buildup 
during the war that were not subsequently required. You probably 
are quite familiar with some of those. 

The General Motors plant in Kansas City was one, and there were 
others. 

But taking the current period, the calendar years 1956 and 1957, 
we have not been mothballing industrial facilities. I am not saying 
we will not have to in the future, because our industrial base is still 
quite large. 

We forecast a period in which we are going to have surplus indus- 
trial capacity for our foreseeable production requirement. 























COST OF MOTHBALLING FACILITIES 





Senator Sarronstatt. Have you any idea of the expense? For 
instance, are you making a request in this budget for the operation of 
mothballing facilities ? 

General Davis. Yes, sir: I have it in this budget. It is in the $300 
million I was talking about a moment ago. I can give you the exact 
figures on the amount of that. 

Senator Savronstatu. If you cannot find it readily, you can put 
it in the record. 

Does it amount to something over $300 million 

General Davis. No, sir; it is a small part. Most of that $300 mil- 
lion is for the purchase of new industrial machinery. 

Senator Cuavez. General, give usa breakdown of that $300 million. 

General Davis. The plant rehabilitation of Air Force owned plants 
is $10 million. 

The modernization of the Air Force machine tools, the machinery, 
is $40 million. 

I think that those two items would cover the area you are speak- 
ing of. 

Senator Sarronstaty. Those are the plants operated under con- 
tract with some private concern, owned by the Government ? 
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General Davis. Owned by the Government; they are in use by the 
contractors. It is estimated to cost us $50 million of the $300 million 
to keep up this inventory. 

Senator SaLronsTaLu. And as to the use of those plants of the pri- 
yate contractors completely with your own machinery and equipment, 
are you looking into that constantly as to whether you should keep 
up these plants ? 

General Davis. Yes, sir; we do that on a continuing basis. As 
soon as a piece of equipment is no longer required we move it out 
and either give it to another contractor - who requires it, or put it in 
storage and keep it ready for a new requirement or in some cases 
we lease it out. Or if it is obsolete we will dispose of it through sale. 


IMPACT OF REDUCTION FOR SPARES 


ed 


Senator SALTonstaLL. Now, the House committee report, page 77, 
referred to aircraft components (spares). The committee made a 
reduction of $195,500,000, in this area: 

Knowing full well that it will in no way handicap the Air Force in its pro- 
gram of modernization. 

Are you the proper person to comment on that ? 

General Davis. Yes, sir; I am. 

Senator Sautronsrauy. If you did so yesterday, do not repeat it. 

Gener ‘al Davis. No, sir; this was not mentioned yesterday. Frank- 
ly, I personally am at a loss on the rationale of this particular reduc- 
tion because in prelude to the reduction, as I recall the wording, they 
asserted that the percentage of support had gone up tremendously. 

Senator Sauronsraun. The $195 million is part of the $354 mil- 
lion, is it not ? 

General Davis. Yes, sir; it is. 

However, later on, in that same report, they say they recognize that 
some of the things they have used in arriving at this are not neces- 
sarily comparable. They went ahead and made the reduction any- 
way. 

This, I think, stems from the fact that we changed our budget 
structure, effective in fiscal year 1957 and we went into this this morn- 
ing with Senator Ellender. 

Some of the support items that were, prior to fiscal 1957, funded in 
the operation and maintenance account are now carried in the pro- 
curement account; but in total, the initial spare parts plus the follow- 
on spares or the spares required for inservice aircraft, this require- 
ment has gone down. 

We have arbitrarily pared it down considerably from fiscal year 
1957. So they drew a conclusion, apparently, that it had gone up 
because they did not recognize that the operations and maintenance 
account had gone down by the amount that increased the appro- 
priation that I am dise ussing with you today. 

Senator SALTONSTALL. If. you w ‘ant to elaborate, General Davis, on 
that at this time, I would appreciate it, if the chairman would permit 
it, because here is over half of the cut in aircraft procurement. If 
you are asking for that back, I think we ought to have a satisfactory 
explanation. 
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POSSIBLE CHANGE IN METHOD OF BUYING SPARES 


General Bocarr. Senator, I believe that in discussing this withthe 
staff of the House committee, the understanding there was that since 
these are spares which will not be ordered in the budget year, that it 
would be possible for us to defer obligating until the succeeding year; 
but that this would involve a change in our method of doing business, 

I am advised that they intended that if we wish to do “that, that 
they would at least approve our changing the method of buyi 
spares. This we could do and it would in fact have no effect on the 
current program. That was what they meant by that remark that 
they would not have any effect on the program. 

However, they have assured me that if this were not desired, that 
they would have no objection to restoration of this amount, at least 
that is my understanding, sir. 

It is purely a question of how do you do business and it ties right 
back again to this business of programing for full requirement. 


RESTORATION FOR GUIDED MISSILES 


Senator Satronsrat. Now, another question, General Davis, you 
can answer if you are the right person. The House committee: Te- 
duced the guided missile procurement request by $70 million, giving 
as its reason on page 77 : 


Dissatisfaction with the Air Force efforts in this area. 

The report continues : 

Much of this effort has proved to be of a duplicationable and questionable 
nature. 

Elsewhere in the report, on page 74, the committee suggested a re- 
duction in the so-called Rascal program and suggested a resurvey of 
the other Air Force missile programs. 

Would you care to comment on those matters, or are you not the 
proper person to comment ? 

General Davis. I did not attend the hearings in the House when 
they went over the missile development program of the three services. 

Senator Sarronstatu. Then, General Bogart, will you tell me who 
the proper person is to answer that question ? 

General Bocart. Yes, sir; I believe General Swofford may be able 
to answer. 

RESTORATION FOR MODIFICATION OF EQUIPMENT 


Senator SatronstaLu. The third question, General Davis, I think 
comes within your province. The House committee report on page 
78 referred to reduction of $83,500,000 in the Air Force modification 
of equipment, stating the committee felt the program was not carefully 
planned from a dollar expenditure standpoint relative to value 
received. 

The committee further stated : 

In fiscal year 1957 the Air Force applied $135 million to this program over 
and above the amount justified in the budget presented to the committee last 
year. Large numbers of older aircraft are being modified at great expense, 


whereas the need for such modification may only be of minor importance when 
true value and end-use is considered. 
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Would you care to comment? Are you the proper person to 
comment 4 

General Davis. Yes, 1 would like to comment on that. 

This particular budget project is one that is probably getting more 
attention than any other individual project in our budget because it 
has grown, it has grown significantly. The majority of the $135 mil- 
lion increase in fiscal year "1957 referred to in the House report was a 
transfer of class IV modific ‘ations from budget program 120 to 
budget program 160 and is covered in the justification book before 
you. “hy a ittait 

Senator Sarronsrati. This is again a reduction in procurement? 

General Davis. Yes, sir; this particular budget area. 

This modification and modernization program, nowadays anyway, 
receives the very highest level staff review by the reviewing agencies 
of the Pentagon. 

REVIEW AND REDUCTION OF PROGRAM 


Through these reviews it is very drastically reduced because we 
have gotten to the point that we feel every dollar we put in this area, 
to modernize an old airplane, is a dollar we take away from the possi- 
bility of buying anew one. We don’t want to do this. 

So we hold these modernization projects down to the absolute mini- 
mum. ‘Those which are connected with safety must be accomplished. 
We have 20,000 airplanes in our inventory; we have to keep on flying 
them and they have to be safe to fly and they have to be able to accom- 
plish their mission. 

When troubles arise they have to be fixed, but we scrutinize every 
request from the field. I would say that this budget request, this 

year, has been reduced on the order of at least 50 percent from what 
had been submitted—at least that much. 

I don’t have the figures in front of me. Only yesterday, I mean 
this morning, the Air “Force Counc ‘il, which is the highest review body 
in the Air Force, is reviewing this very program for fiscal 1957 and 
1958 on a line-item basis with a complete description of what the modi- 
fication consists of, when it is going to be done, why it is required ; how 
many dollars will it cost ? 

So I personally am at a loss as to why the House made this state- 
ment because we are exercising management in this area, and we are 
doing only those things which we have to do by direction of the Chief 
of Staff. 

Senator Savronsraty. Of the $354 million you are requesting for 
restoration, $195 million which we have already discussed, and here is 
another one of $83 million. 

General Bocarr. That is correct. 

Senator Savronstanty. That is $280 million out of the $354 million? 

General Bocarr. That is right. 

Senator Savronstau. It seems to me if you gentlemen want this 
money, General Bogart, that you should give us very clear reasons in 
the record why you ‘should have it. And ‘why the House committee is 
wrong. 

General Bocarr. Yes, sir. Yesteday we did put in the record our 
official reclama statements, sir. 

Senator Sauronsrauu. If it is in the record, I will read it. I do 
not want to duplicate it. 


92576—57——_67 
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General Bogart. No, sir; those are simply the official statements. 
Of course, we are prepared to discuss them at any length. 


UNOBLIGATED BALANCES 


Senator ELLenper. In connection with the suggestion made by the 
Senator from Massachusetts, I wish you would also put in the record 
the amount of unobligated funds you are going to re in this par- 
ticular item. 

General Bogart. In the appropriation ? 

Senator Exienper. Aircraft and related procurement. 

General Bogarr. Yes, sir. 

Senator Extenpver. You are going to have quite a large amount of 
unobligated funds in that category, and it strikes me ‘that you are 
going to be in the same spot as the Army. The Army did not make aq 
claim for the $516 million that was appropriated. 

General Bocarr. Not at all, sir. The reason they did not was be- 
cause that $516 million was not programed and ours was, sir. 

Senator E.tenper. They had at one time, as I remember, eight- 
hundred-some-odd- million dollars and they could do with the three, 

General Bogart. Yes, sir. 

Senator Exvtenper. In connection with what Senator Saltonstall 
has asked, I wish you could give us the full amount of unobligated 
balances you are going to have in that particular account and how 
it will be augmented by the fact that you are unable to spend the 
money that is now being held by the Budget Bureau. 

General Boaarr. Yes, sir. 

(See p. 534.) 

Senator E.ttenper. As we agreed yesterday, it would be augmented 
quite a bit. 

General Bogart. That is right, sir. Our estimate was $4,578 mil- 
lion. That would be increased by $150 million, sir, of the $250 mil- 
lion reserved in May. 





























INDUSTRIAL PLANTS 


General Davis. Senator Saltonstall, you asked one other question 
that I now have the answer for. Do you wish me to put it in the 
record? It was concerning how many industrial plants we had in 
active use and how many we closed down. 

Senator Sattronstauy. Yes, if you will put that in the record as the 
answer to my question. 

General Davis. Put it in the record instead of reading it now? 

Senator Sauronsraty. I think it would be helpful unless you have 
some comment to make. 

General Davis. I have the answer to the question. If you would 
like to have it. 

Senator SaLronsTaLu. Go ahead. 

General Davis. There are 60 Air Force plants, 8 are under con- 
struction; 46 are active. Six are inactive, but are being used as 
storage sites. 

One is suited for storage only and one is not currently producing 
Air Force items, the Buick-Oldsmobile-Pontiac division of General 
Motors, Kansas City. 


Then I have a listing of all these 60 plants and their status as to: 
whether active or inactive. 
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Senator Savronsrau. If it is not a violation of security can you 
ut that in the record ? 

General Davis. Yes, sir. 

Senator Cuavez. All right, it may be received. 

(The information referred to follows :) 


ACTIVE AIR FORCE PLANTS 
List of Air Force plants and current status, by plant number and location 


8. Douglas, Tulsa; Okla. 

4, Convair, Fort Worth, Tex. 

6. Lockheed, Marietta, Ga. 

10. Northrop, Hawthorne, Calif. 

11, Fairchild, Hagerstown, Md. 

13. Boeing, Wichita, Kans. 

14, Lockheed, Burbank, Calif. 

15. Douglas, Long Beach, Calif. 

16. North American, Downey, Calif. 

17. Boeing, Seattle, Wash. 

18. Bell Aircraft, Kenmore, N. Y. 

19. Convair, San Diego, Calif. 

90. Boeing, Renton, Wash. 

26. Allison, Indianapolis, Ind. 

97. Continental Motors, Toledo, Ohio 

28. General Electric, Everett, Mass. 

99. General Electric, West Lynn, Mass. 

30. Allison Division, Indianapolis, Ind. 

32. Lycoming Division, Aveo, Williamsport, Pa. 
33. Wright Aero, Wood-Ridge, N. J. 

$5. Emerson Electric, Washington Park, Ill. 

36. General Electric, Evendale, Ohio 

88. Bell Aircraft, Modeltown, N. Y. 

89. Ford, Chicago, Ill. 

40. General Motors, Tonawanda, N. Y. 

41, Champion Forge, Cleveland, Ohio 

#2, NAA-Lockheed-Northrop, Palmdale, Calif. 
43. Bridgeport-Lycoming Division, AVCO, Stratford, Conn. 
44. Hughes Aircraft, Tucson, Ariz. 

. Haynes Stellite, Alexandria, Ind. 

47, Aleoa, Cleveland, Ohio 

49. Curtiss-Wright, Buffalo, N. Y. 

50. Kaiser Aluminum & Chemical, Halethorpe, Md. 
51. A. O. Smith, Greece, N. Y. 

52. Studebaker, Chicago, Il. 

58. Boeing, Larson, Moses Lake, Calif. 

55. General Electric, Fort Ethan Allen, Vt. 

56. North American Aviation, Canoga Park, Calif. 
57. North American Aviation, Santa Susana, Calif. 
58. A. C. Spark Plug, Milwaukee, Wis. 

59. General Electric, Johnson City, N. Y. 

60. Bridgeport Brass, Adrian, Mich. 

63. Wyman-Gordon, North Grafton, Mass. 

64. Air Products, Santa Susana, Calif. 

66. Phillips Petroleum, McGregor, Tex. 

2. Air Products, Edwards Air Force Base, Calif. 


ae 
oa 


INACTIVE AIR FORCE PLANTS 


1. Omaha, Nebr. 

2. General Motors, Kansas City, Kans. 

8. O'Hara, Orchard Place, Ill. 

45. Heppenstall-Eddystone, Eddystone, Pa. 

48. Kaiser Aluminum & Chemical, Newark, Ohio 
61. Terre Haute, Ind. (storage only) 
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UNDER CONSTRUCTION 


62. Pratt & Whitney, Middletown, Conn. 

68. Olin Mathieson, Modeltown, N. Y. 

65. North American Aviation, Fort Crowder, Mo. 

67. Lockheed, Dawsonville, Ga. 

69. General Electric, Pittsfield, Mass. 

70. Aerojet, Sacramento, Calif. 

71. Air Products, Nimbus Station, Sacramento, Calif. 
73. Air Products, Patriek Air Force Base, Fla. 


COMMITTEE RECESS 
Senator Cuavez. We will start this afternoon with Colonel Page 
on “Procurement other than aircraft” at 2 o’clock. 
General Bocarr. Thank you, Mr. Chairman. 
(Thereupon at 12:30 p. m., the subcommittee was recessed until 
2 p. m., same day.) 
AFTERNOON SESSION, 2 P. M., THURSDAY, JUNE 13, 1957 


ProcuREMENT Oruer THAN AIRCRAFT 


STATEMENT OF COL. HARRY R. PAGE, CHIEF, EQUIPMENT PRO- 
GRAMS DIVISION, DIRECTORATE OF MATERIEL PROGRAMS, 
DEPUTY CHIEF OF STAFF, MATERIEL 


PREPARED STATEMENT 


Senator Cuavez. Let us come to order. 
Colonel Page, we are ready for you. 


Colonel Pace. Mr. Chairman, I have a prepared statement which 
I would like to submit. 

Senator Cravez. Very well, Colonel, will you also insert the pro- 
‘ram and financing statement. 


gl 
Colonel Pacr. Yes, sir. 
(The statement referred to follows :) 
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Program and financing 


Program by activities 


Direct obligations: 
1. Weapons, ammunition and propellants 
2. Vehicular equipment 


3. Ground communication-electronic equipment. en 


4. Ground handling equipment. _- 
5, Training equipment _- 

6, Support equipment and supplies 
7, Base maintenance equipment. 


8. Airborne electronics and communication equip- 


ment 
9, Contractor technical services 
Total direct obligations 


Reimbursable obligations: 
. Weapons, ammunition and propellants 
. Vehicular equipment 
. Ground communication-electronic equipment 
. Ground handling equipment 
. Training equipment. _- 
.. Support equipment and supplies 
. Base maintenance equipment_ 


Total reimbursable obligations. __- 


Financing: 


j= 


Actual, 1956 


$288, 573, 133 
21, 156, 757 
344, 600, 720 
41, 369, 680 
58, 491, 166 
21, 724, 854 
18, 171, 133 


132, 723, 723 
700, 000 


52, 100, 706 
13, 134, 401 
208, 333, 183 
26, 033, 316 
6, 853, 609 
25, 219, 864 
17, 383, 618 


927, 511, 166 


349, 058, 097 


Estimate, 
1957 


$134, 088, 000 
42, 978, 000 
507, 627, 000 
343, 045, 000 
59, 735, 000 
167, 508, 000 
27, 183, 000 


42, 374, 000 


1, 324, 538, 335 


16, 000, 000 
15, 000, 000 


12, 000, 000 } 


8, 000, 000 


1958 


166, 000, 000 


1059 


Estimate, 
1958 


1, =m 000, 000 


5, 000, 000 
6, 000, 000 
21, 000, 000 
6, 000, 000 
3, 000, 000 
4, 000, 000 
5, 000, 000 


“50, 000, 000 


Comparative transfer from (—) or to other accounts 
Unobligated balance brought forward 
Advance and reimbursements from other accounts: 
Deliveries of materiel common to United States | 
requirements ordered by military assistance in 
current year... _.... ; —3, 913, 000 |_. 
All other —32, 231, 694 —75, 000, 000 
Reduction of prior year milit: ury assistance fund reser- 
vations 
Anticipated reimbursements for future year deliveries of | 
materiel common to United States requirements ordered | 
| 


—2, 155, 678 


—1, 696, 345, 226 | —752, 025,335 | —590, 000, 000 


—50, 000, 000 








52, 000, 000 


by military assistance in current year 


— 109, 600, 000 
Unobligated balance carried forward 


590, 000, 000 





752, 025, 335 | 


490, 000, 000 


Appropriation _ ‘ | 1, 225, 000, 0 000 


349, 862,600 | 1, 140, 000, 000 | 


STATEMENT OF CoL. HArRy R. PAGE, CHIEF, EQUIPMENT PROGRAMS DIVISION, 
DIRECTORATE OF MATERIEL PROGRAMS, DCS/MATERIEL 
BRIEF BIOGRAPHICAL 


Born, Milwaukee, Wis., March 


SKETCH OF 


1915. Bachelor of arts degree from 
Michigan State University, and master of business administration degree 
from Harvard University. Yntire military service in materiel and 
logistics. World War II service in Europe with the Bighth Air Force; 
with duty as material officer, depot supply officer, and subdepot com- 
mander. Peacetime assignments as supply officer at Air Materiel 
Command depots, Director of Supply of United States Air Forces in 
jurope, assistant for programing of the Air Materiel Force Europe, and 
senior instructor of logistics at the Command and General Staff College. 
Decorations: Air Medal, Commendation Ribbon, Purple Heart, Dis- 
tinguished Unit Citation. 


WITNESS 


99 


a 


Mr. Chairman and members of the committee, 
ment other than aircraft” provides for ammunition and ground ordnance, 
vehicular equipment, ground communication-electronic equipment, aircraft and 
missile ground handling equipment, training equipment, base support and main- 
tenance equipment and related items. The fiscal year 1958 program require- 
ments in this appropriation total $1,640 million. The amounts applicable to 
each budget program are shown on pages 2-15 of the justification book. Against 
this program requirement of $1,640 million, we are requesting $1,225 million 
in new obligating authority; the difference being composed of anticipated reim- 
bursements of $50 million and a $365 million allowance for design and pro- 
duction delays. The obligations estimated to be incurred during fiscal year 
1958 total $1,375 million; $948 million against the program year 1958 and $427 
mnillion against prior year programs. 


the appropriation “Procure- 
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This procurement area provides the basic equipment and centrally procureg 
supplies which enable Air Force activities to (1) establish and maintain com. 
munications ; (2) implement air defense and navigational systems; (3) continne 
and augment the training of air crews and maintenance personnel; (4) service 
aircraft and missiles ;(5) maintain bases; (6) provide photographic and weather 
services; (7) furnish training ammunition in peacetime and combat munitions 
for use in the event of hostilities; and (8) to provide servicing and training 
equipment for nuclear weapons programs. 

Requirements reflected in this budget include (1) initial issues for organiza. 
tions and installations which will be activated under the approved Air Force 
program; (2) replacement quantities for essential equipment determined to be 
beyond economical repair; (3) other requirements, such ag our major projects 
in the electronics and communications area; and (4) tie fiscal year 195g 
increment of our war reserves. 

Provision is made in this budget estimate for ammunition and equipment 
required by the Regular Air Force, the Air Force Reserve, the Air Nationa} 
Guard and the Air ROTC. 

I would now like to cover the seven major program areas in this appropriation 
by highlighting their principal elements and the fiscal year requirements in each, 


WEAPONS, AMMUNITION, AND PROPELLANTS 


This program (210) provides for conventional ammunition, atomic ordnance 
items, and jet-assist takeoff units. No funds are requested for ground support 
weapons. The program requirement for ammunition, propellants, and atomic 
ordnance for fiscal year 1958 is $115 million. 

The functional categories in which requirements exist are (1) material reserve 
items, (2) training and operational items, and (3) service test items. The ma- 
teriel reserve requirement is developed from factors contained in our wartime 
planning documents. After deducting applicable assets we determine what 
portion of our net requirement should be funded in a fiscal year. In making 
this determination we consider not only the requirement itself, but producibility, 
‘ate of production, and the phased need for the item as part of an Air Force 
weapon system. We constantly review our asset ‘position and our stockpiling 
objective to prevent overprocurement. We also provide for modernization and/or 
disposal of our older assets in order to maintain the war reserve stockpile ina 
currently effective condition. 

The training and operational portion of our ammunition program is consumed 
in maintaining the combat efficiency of our force, and providing those items 
required for day to day operations. This category is procured on a year-to- 
year basis. No stockpiles are maintained. 

The service test portion of our program provides for the procurement of items 
which have progressed sufficiently in the development of design characteristies 
to permit extensive testing. Quantities are based on past experience in the 
testing of similar items. 

The atomic ordnance contained in this program provides equipment and com- 
ponents for the maintenance, testing, and modification of special weapons. It 
also provides items for maintaining the proficiency of air crews and ground per- 
sonnel in the delivery and servicing of such weapons. The nuclear components 
themselves are not procured in this appropriation. 

I am prepared to discuss representative items planned for procurement in 
fiscal year 1958 if the committee so desires. 


























VEHICULAR EQUIPMENT 














This program (220) covers procurement of passenger-motor vehicles, trucks 
and tractors, trailers, railway equipment and materials handling equipment. The 
requirement for fiscal year 1958 totals $42.0 million. 

The majority of the equipment planned for procurement is required for direct 
support of aircraft. Included are such items as aircraft towing tractors, aircraft 
fuel servicing trailers and aircraft crash removal cranes. 

For other than direct aircraft support, we are planning procurement primarily 
for replacement only. The commercial pickup truck is a typical example. We 
have some 13,000 of these vehicles in the Air Force inventory. Of these 13,000 
trucks, 4,265 are forecast as requiring replacement by September of 1957. This 
is typical of the Air Force vehicle fleet since the bulk of our inventory dates 
back to fiscal year 1951, at which time our buying program in this area totaled 
$600 million. We also show a requirement for 18 sedans. They are to replace 
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old models currently assigned for official use by Assistant Secretaries and our 
highest ranking air commanders. In order for these officials to effectively per- 
form their duties, the Air Force feels that they must be provided transportation 
befitting their official position in the Government and the community. 


GROUND COMMUNICATION-ELECTRONIC EQUIPMENT 


The estimate for fiscal year 1958 of $516.2 million in this program (230) will 
provide for minimum essential communication-electronic equipment required 
for the continued implementation and support of approved Air Force programs. 
Buildup of the electronic complex required to provide a semiautomatic weapon 
launching and control system within the overall air-defense system of the North 
American Continent will be continued. The most distant radar line (DEW line), 
with extensions to the East and West, will near completion in this fiscal period. 
Also, the major portion of the radar improvement program which was initiated 
several years ago to aline the height and range capability of our radar systems 
with the offensive threat of high altitude, high-speed jet aircraft, will approach 
completion during this period. Service-test equipment will also be procured to 
provide a basis for eventual procurement of advanced ground electronics systems 
embodying features capable of coping with anticipated improvement in enemy 
weapon and electronic capabilities. 

While major emphasis will continue to be placed upon improvement of equip- 
ment required for the air defense of the United States, its approaches and our 
forces overseas, equal program emphasis, if not dollars, will be placed on (1) 
providing modern radar and associated equipment for the control of tactical air 
operations; (2) increasing our capability for electronic warfare; (3) providing 
improved air navigation and traffic control systems demanded by the ever- 
increasing number of high performance jets requiring special penetration and 
landing procedures, including en route navigation, area and landing field traffic 
control; (4) establishing a secure and reliable communications system for con- 
trol of Air Force combat and logistical operations, and (5) providing meteorologi- 
cal equipment to insure that the weather factor can be utilized to its fullest 
extent. 

Funds are also provided in this program requirement for procurement of 
spare parts, equipment modification, replacement of components and/or equip- 
ment and for prepositioned equipment to support war plans. 


AIRCRAFT AND MISSILE GROUND HANDLING EQUIPMENT 


The requirement in this program (240) for fiscal year 1958 is $537.8 million. 
The program provides for aircraft landing and launching equipment, aircraft 
ground-servicing equipment, airfield specialized trucks and trailers, guided mis- 
sile ground-handling equipment ; components and supplies required for follow-on 
support of the equipment. The equipment is directly related to specific aircraft 
to be supported and we utilize the relationship that exists between the flyaway 
cost of the aircraft and the cost of ground handling equipment in developing our 
estimate. I am prepared to discuss and illustrate representative items planned 
for procurement. 

Requirements for missile ground-handling equipment were arrived at by 
application of the time phased requirement for squadron sets, and related 
areas of support, in accordance with our missile squadron equipping schedule. 

You will note from the magnitude of the estimate that this program and the 
communication-electronic program just discussed are the two most significant 
areas in the appropriation. One finances the air defense and aircraft control and 
navigation ground environment, the other finances the equipment complex which 
actually services and launches the weapon itself. 


TRAINING EQUIPMENT 


In this program (250) for fiscal year 1958 $106 million is required for pro- 
curement of special training devices to support the introduction of new equip- 
ment into operational units of the Air Force. Trainers planned for procure- 
ment are directly related to aircraft and missile-production schedules, and unit 
activation and equipage dates. It is our objective to deliver this training equip- 
ment 60 to 90 days prior to the introduction of the new operational equipment 
itself. Experience has shown that proper use of special training devices con- 
tributes materially to rapid attainment of combat effectiveness with new 
weapons. 
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Trainers are relatively inexpensive in relation to the cost of the operationg| 
equipment they support, and they are a necessity in providing effective, ego. 
nomical, and safe training in our combat organizations. To insure availabjlj 
of proper training equipment in the right place at the right time, we procure 
major items of training equipment concurrently with the procurement of related 
aircraft, missiles, or other equipment. 

Training equipment included in this estimate will be used to: (1) increage 
the quality and effectiveness of maintenance, aircrew, and operator personnel: 
{2) provide practical methods of practicing emergency procedures such as 
aircraft fires and equipment malfunctions which cannot be practiced safely 
otherwise; (3) save lives and equipment—and therefore money—by teaching 
personnel proper and safe use of expensive equipment: and (4) provide train. 
ing in air defense which cannot be provided on a realistic basis by other means. 

Although a large variety of training equipment is planned for fiscal year 19§8 
procurement, most of the funds requested are for flight simulators and mobile 
training units, and for modification of existing training equipment. 

Performance of our ground maintenance crews is as important as air crew 
proficiency. The mobile training units programed for procurement consist of 
all the systems on a specifie aircraft or missile, such as fuel, hydraulic, electri. . 
eal, engine and landing gear. These units move from base to base training 
maintenance technicians. They too contribute substantially to the reduction 
of aircraft accidents attributable to improper maintenance and servicing. 










































SUPPORT EQUIPMENT AND SUPPLIES 





This program (260) provides two categories of equipment: (1) aircraft and 
missile support; and (2) personnel and base support. The program require 
ment for fiscal year 1958 is for $273 million. Typical items for direct aircraft 
and missile support are liquid oxygen generating and handling equipment: 
special tools and test equipment, high-altitude flying and survival equipment, 
photographic equipment and aerial reconnaissance film. Typical items for 
personnel and base support are fire fighting and other special purpose clothing; 
chaplains supplies; ground photographic equipment; shop and test equipment; 
packaging equipment and supplies; printing equipment and service and trade 
equipment. 

Our high altitude aircraft require flying clothing vastly different in design 
and purpose from that worn by aircrews in the past. It is now necessary that 
our aircrews be provided with pressurized flying suits, gloves, and helmets, and 
such are included in this estimate. 

Reconnaissance film procured in this program is used in performance of aerial 
photography required for collection of vital intelligence, mapping and charting 
data. 

Almost all major items of equipment in our system, and all types of aircraft 
and missiles, require test equipment and specialized tools for proper mainte- 
nance, calibration, and operation. The lack of a special test set or tool can 
disable an aircraft or a piece of equipment. In the past, we have had serious 
deficiencies in these areas. The requirements for tools and test equipment 
included in this budget are to correct such deficiencies and to satisfy initial 
test requirements. 

This program includes approximately 46,000 items of equipment and sup- 
plies, spread across nearly all property classes. It includes materials to sup- 
port end items being procured in other budget areas. It includes materials 
to support our high altitude and other aircraft and to protect the lives and wel- 
fare of the men who fly them. It supports the day-to-day operations of the 
installations, organizations, and personnel of the Air Force, worldwide 











BASE MAINTENANCE EQUIPMENT 


This program (270) provides for the procurement of engineering machinery 
and equipment, firefighting equipment, utility equipment, and prefabricated 
structures. The program requirement for fiscal year 1958 is $50 million. These 
are all essential to the support of our operational air base environment. Again, 
I am prepared to discuss representative items of equipment planned for pro- 
curement. 

Snow plows are a requisite to our operation under the defensive and offensive 
concepts which place so many bases in heavy snow and ice areas. Effective 
snow and ice removal is particularly necessary for safe operation of jet air- 
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craft. Operational bases must be kept on a constant alert; therefore, it is 
mandatory that we provide adequate snow removal equipment. 

In addition to snow, loose objects of debris must be removed from the run- 
ways and taxiways as a precautionary measure against jet engine damage. 
This is accomplished through the use of pavement sweeping equipment procured 
in this program. As an indication of the need for this equipment, a recent 
study conducted by the USAF Inspector General, covering 22 months, disclosed 
that a total of 5,981 jet engines were removed from aircraft due to foreign object 
damage. It was estimated that the repair of these engines cost $32.3 million. 

Another essential requirement is for aircraft crash fire and rescue trucks. 
During fiscal year 1956 a total of 873 aircraft crash mishaps occurred which 
required the use of this equipment. The O-11B crash fire truck, included in 
these estimates, is illustrative of the equipment used by the Air Force to com- 
pat crashed aircraft fires. 

Aircraft air conditioners procured in this program provide the necessary tem- 
perature and humidity control required for preflight check out of our jet air- 
eraft. The complicated electronics systems in our modern jet aircraft generate 
extreme heat, and, if not properly air conditioned during ground test, can be, 
severely damaged. 

There is also a varied range of equipment items required for normal base 
operation. Typical are electrical generators, air compressors, air field lighting 
equipment and prefabricated structures. For example, the 60-kilowatt gen- 
erator included in this estimate is an auxiliary electrical power source to sup- 
ply current to operate power tools, communication and electronic systems; pro- 
vide standby power for our runway lights and hospitals and dining halls in 
event of commercial power shortages. 

I would like to add to my statement some remarks bearing on the reduction 
in this estimate as passed by the House on May 29. 

House action established a figure of $1,146,500,000. This includes $21,500,000 
in airways navigation equipment transferred from the estimate of the Depart- 
ment of Commerce (CAA). This in no way affects the funding required by the 
Department of the Air Furce, and restoration of an amount of $100 million is 
still necessary. The restoration of funds in that amount will permit the Air 
Force to procure the major items of eqnipment to support the aircraft, missiles, 
and facilities provided for in this and previous years, thereby maintaining a 
more nearly balanced program and insuring support in those areas where a 
major capital investment has already been made by the Nation. 

The funds requested for this appropriation area in fiscal year 1957 were con- 
siderably less than program requirements because the Air Force reduced its 
request for new. appropriated funds based on the ability of industry to produce 
within the budget period. The same philosophy has been applied in the fiscal 
year 1958 President’s budget. However, production capability has improved, 
which can be readily seen in the improved rate of obligation of fiscal year 1956 
and 1957 funds as compared to previous years. There is evidence that produc- 
tion and deliveries can be expected to continue to improve, bringing program 
support in this area more nearly to the level required. Even with the addi- 
tional funds, a large requirement will still remain unfinanced within this 
appropriation area. A reduction of funds for aircraft ground-handling equip- 
ment would result in the delivery of B-—52 aircraft without the equipment re- 
quired for their support. The phased stretch out of production of the B—52 
aircraft, applied since submission of the fiscal year 1958 budget, was decided 
upon in order to provide deliveries of more modern aircraft. This stretch out 
involved no change in quantity of B-52 aircraft or funds in the “Aircraft and 
related procurement” appropriation of the fiscal year 1958 budget. The require- 
ments for aircraft ground handling equipment in the “Procurement other than 
aircraft” appropriation are programed in phase with the quantities of aircraft 
shown in the President’s budget estimate. 

The reduction in funds proposed by the House committee to be applied to the 
communications and electronics program would adversely affect the Air Force 
in accomplishing the air defense mission during this time period. The SAGE 
system is designed to meet the current and future threat posed by enemy air 
weapons. No reevaluation of the SAGE program is required by a new estimate 
of the future Russian jet bomber fleet. The present aircraft control and warn- 
ing system, being replaced by SAGE, cannot meet the current threat. SAGE is 
required and designed to meet both the current and future threats. Effective 
performance of our air defense is completely dependent upon radar. The cur- 
rent schedule for improving radar coverage, and providing new radar, is geared 
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to both the implementation of the SAGE program and the most economical and 
feasible procurement-production practices. A stretchout as proposed by the 
House committee would, in fact, not only increase the total cost, but, at any 
given point in time, would provide a less effective defense system. 

In order to provide the balance and continuity essential in this procurement 
area, we request that the House reduction of $100 million in the appropriation 
be restored. 


This has been a brief but, I hope, sufficiently inclusive résumé of the items 
and programs to be financed under the appropriation, “Procurement other than 
aircraft.” Are there any questions on the points I have covered? 


PROCUREMENT OTHER THAN AIRCRAFT 


Colonel Pacer. I believe that I can summarize that statement very 
quickly, if you wish, Mr. Chairman. 

Senator Cuavez. If you will do that, I think it will help. 

Colonel Pace. In the appropriation, “Procurement other than air- 
craft,” the items to be procured fall into three categories, dollarwise. 
About one-third of the appropriation goes toward the procurement of 
items, such as we have illustrated in the display before you, which 
directly support the flight of aircraft and missiles. 

Senator Cuavez. To what do you refer in the items outlined in the 
panel ? 

Colonel Pacer. I consider this an exhibit of the items which directly 
support an aircraft. 

Senator Cuavez. Is that what you call vehicular equipment ? 
Colonel Pacr. These items fall in several of the programs. The re- 
fueling unit is an item in Program 220: Vehicular Equipment. Some 
of the other items fall in 240, 260, and 270, and other budget prograne 

Senator Cuavez. But they are all necessary to carry out the general 
program. 

Colonel Pace. They are all necessary to actually operate the aircraft 
and missiles. As I began to say, approximately one-third of the funds 
in that appropr iation | go to the procurement of this type of item. 

Another third of the funds go to the procurement of ground com- 
munications and electronics equipment, the actual hardware used in 
the major air defense and aircraft warning systems. 

Senator Cuavez. You have the President’s budget request of $1,225 
million. The House Appropriations Committee reported $1,125 mil- 
lion, or $100 million less. 

Colonel Pace. That is correct, sir. 

Senator Cuavez. The House action made it $1,146,500,000, or $78.5 
million less than the budget request, and you are asking for a restora- 
tion of $100 million. 


TRANSFER OF $21.5 MILLION TO DEPARTMENT OF COMMERCE 








Colonel Pace. Yes,sir. I think it is necessary to clarify the element 
of $21.5 million, which appears in the House floor action. This was a 
transfer of responsibility for providing certain airways control and 
navigation equipment from the Department of Commerce budget 
through the Department of Air Force budget. That item was added 
as a program requirement, and the $21.5 million was added to the 
House bill. 

Senator Cuavez. That is why there is the addition of $21.5 million. 
Colonel Pace. The $21.5 million, that should be set aside. 
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Senator Cuavez. You cannot use that for your purposes. You will 
have to transfer it over to Civil Aeronautics. 

Colonel Pace. Exactly, sir. That is an amount of money which 
would be appropriated for us, but which in total will go for the pro- 
eurement of this Civil Aeronautics equipment. Therefore, it has no 
effect upon the House reduction in our area of $100 million. 


LETTER FROM DEPARTMENT OF COMMERCE 


Senator Cuavez. Colonel, the committee has a letter here from the 
Department of Commerce explaining the item as far as they are con- 
cerned. We will insert it in the record. 

(The letter referred to follows :) 


DEPARTMENT OF COMMERCE, 
CiIvIL AERONAUTICS ADMINISTRATION, 
Washington, D. C., June 5, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Appropriations Subcommittee for Defense, 
United States Senate, Washington, D. C. 

DeaR Mr. CHAIRMAN: In view of the interrelationship of the needs of the 
Department of Defense and the Civil Aeronautics Administration that affect 
certain items in the 1958 budget, as Administrator of Civil Aeronautics it seems 
advisable to present this agency’s position on the common-interest items for the 
consideration of the committee. 

Certain radar equipments, which we identify as air-route-surveillance radars, 
are used to control air traffic, both military and civil. These equipments will 
permit the use of traffic-control techniques that will assure a maximum of traffic 
safety in the use of aircraft. 

As you are well aware there are also long-range radar equipments essential to 
meet the requirements of the Air Defense Command. In order to insure maxi- 
mum utilization of these two radar complexes, an aggressive program, in which 
I personally have taken a great deal of interest, has been established to insure 
the maximum operational use of this radar equipment at a minimum cost to the 
Federal Government. This has been made possible through the joint efforts of 
the Department of the Air Force and the CAA, and I would further point out 
that the program has been reviewed and is strongly supported by the Air 
Coordinating Committee. 

The plan involves first determining the sites where radar installations are 
necessary and then having the two agencies make joint determimnations as to 
the usefulness of a radar unit for both air-defense and air-traffic-control pur- 
poses. These studies are necessarily complicated, as some of the requirements 
for defense involve siting of radars at locations that restrict their usefulness 
for traffic-control purposes. However, in the studies every effort is made to 
insure the maximum use of the equipment for both defense and traffic-control 
needs and keep costs to a minimum. 

In the CAA budget for 1958, we requested funds to cover the cost of installing 
radars at 21 locations. The committees of both the House and the Senate in 
reviewing our estimates have indicated that we should proceed at a slower rate 
than proposed, and our estimates have been reduced by $15.6 million for this 
purpose, the effect of which will be to deny for at least 1 year work on estab- 
lishing radar facilities at 11 locations. The impact of this reduction has been 
revealed to the Senate subcommittee concerned with our appropriations, and this 
letter is not intended as an appeal from their conclusion. 

Rather, the point we would like to make completely clear is that there is 
no overlapping between the Department of Defense and the CAA in the use 
of radar as we are working closely together to make maximum utilization of 
existing and planned radar installations. Furthermore, while there is urgent 
need for radar equipment for air-traffic-control purposes, there is a concurrent 
urgent need for radar by the military, and provision of military radar needs 
should not be held in abeyance for further study as adequate coordinating mech- 
anisms exist between the two agencies to prevent duplication. 

In regard to a short-range air-navigation facility, which we call VORTAC, an 
equipment that gives azimuth and distance information to aircraft in flight, 
the Appropriations Committees of both the House and the Senate in acting on 
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the CAA budget have indicated that $21.5 million of a total of $64.5 million 
requested for this purpose in 1958 should be provided by the Department of 
Defense. The committees’ stated reasoning of this position is that as the equip- 
ments would provide 1 distance and 2 different azimuth signals, 1 of which only 
military aircraft would immediately utilize as there are 3 elements involved, 
Defense should fund one-third of the total cost. 

Subsequently, the House, in acting on the Department of Defense appropriation 
bill for 1958, approved an amendment that provides for transferring the $215 
million to CAA. The budget request of the CAA included this $21.5 million in 
order that the financial accountability and basic responsibility would be fixed 
in one agency, and, as you know, the Civil Aeronautics Act of 1938, as amended, 
makes this agency responsible for the regulation and protection of air traffic, 
both civil and military. The item having been deleted from our budget, the 
best alternative is the House amendment, as this method does provide the neces- 
ary funding, and this agency will natural conform with whatever policy de- 
cisions the Congress evolves pertinent to our programs. In fact, in view of 
the developments that have taken place, particularly the current status of 
processing the 1958 budget, congressional approval of the House amendment 
appears to be the only positive means of insuring progress as planned on the 
urgently needed VORTAC system of aids to air navigation. 

In summary, there is, to my knowledge, very effective coordination between 
the Department of Defense and this agency in regard to the planning for require- 
ments of and plans for utilizing both the radar and VORTAC equipments. The 
air-traffic-control system is substantially behind the demand for services by ¢ivil 
and military users. The Department of Defense budget as subinitted to Congress 
made no provision for the VORTAC facilities. These facts are offered to make 
clear the understanding that reduction should not be made in the estimated 
requirements of the Department of Defense because of concern of possible 
overlapping or lack of coordination in plans for using radar facilities. Further, 
we strongly recommend approval of the House amendment concerning the 
VORTAC facilities. 

Sincerely yours, 
James T. Pyte, Administrator. 








HOUSE ACTION 


Colonel Pace. In discussing the House action to reduce this request 
by $100 million, you will note from the House report that only two 
of our program areas were singled out for individual discussions. In 
the other five program areas the cut was applied merely as an indica- 
tion of the need for an economical approach in this procurement area. 

Of the 2 areas in which a specific remark was made in the House 
report, one area was in the procurement of electronic items where a 
reduction of $30.5 million was made, and the other item was in the 
area of the ground handling equipment, which directly ties into the 
items in my exhibit here, of $38.5 million. 

The principal point I wish to make is that in both of these procure- 
ment areas our effort here has to be to remain in balance with the 
requirements of aircraft and missiles which we are supporting. 


AMOUNT OF RESTORATION REQUESTED 


Senator Cuavez. Before you proceed to that, what about the other 
$30 million ? 

Colonel Pacer. The difference is $31 million, sir. 

Senator Cuavez. You get up to $78.5 million, without taking into 
consideration the $21.5 million ? 

Colonel Pace. That is right, sir, and that difference is spread among 
five budget programs, with no specific comment as to the program 
elements or items which the House considered should be affected. 
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Senator Cuavez. You do want a total restoration of the $100 
million ? 

Colonel Pace. I am asking for restoration of the entire amount of 
$100 million. 

Senator Cuavez. Then I misunderstood your last statement. 

Colonel Pacr. I was trying to differentiate between the portion of 
that $100 million on which ‘the House had made specific comments 
and the portion on which they had merely applied a reduction as a 
general indication of economy, without any specific remarks. 


REDUCTION IN B-52 GROUND HANDLING EQUIPMENT 


The specific remarks made in the House report I wish to refer to 
are to the effect that the procurement of ground handling equipment 
should be adjusted to be in line with the reduced procurement of the 
B-52 aircraft, and the point I wish to make is that such reductions 
and reschedulings of procurement. had already been taken into account 
in the figure as we presented it. The figure, at the time the House 
considered it, had taken into effect the reduction in aircraft 
schedules. 

BASE AND INSTALLATION EQUIPMENT 


I had not completed, Mr. Chairman, in attempting to define the 
third portion of the appropriation, having mentioned that one-third 
went into the direct aircraft and missile support items, and one-third 
into electronic and communication items. The remaining one-third is 
for the procurement of base and installation and organizational sup- 
port equipment, such as the special purpose clothing worn by crew 
members and by people engaged in special duties, such as crash-fire 
crews, and things of that kind, the procurement of utilities equip- 
ment and equipment used in the maintenance of our bases, shop equip- 
ment for our repair shops on the flight lines, and items of that nature. 


EQUIPMENT FOR ARCTIC AREAS 


Senator Cuavez. I imagine, Colonel, that your problem with ref- 
erence to clothing and uniforms of different types and different pur- 
poses, and the problem of taking care of your equipment, and so forth, 
would be different way up north where it is cold, than it would be in a 
milder climate. 

Colonel Pace. Very noticeably different. 


NECESSITY FOR SPECIAL EQUIPMENT 


Senator Cuavez. Will vou explain briefly, so there will be some- 
thing in the record to indicate to the American people, why these things 
are necessary ¢ 

Colonel Pace. I did not understand the last 2 or 3 words of your 
question, Mr. Chairman. 

Senator Cuavez. This is an open hearing. 

Colonel Pacer. Yes, sir. 

Senator Ciravez. The American people should be informed. I want 
you to tell them now why it is necessary to have different equipment 
inthe Arctic than in a milder climate. 

Do you understand my question ? 





1068 |= DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Colonel Pace. Yes, sir; I understand you very well. 

I believe the best opening statement would be that the present role 
that our Air Force plays in meeting the pr nent erst requires that 
we station many more units in far norther n are We have units in 
Greenland, Newfoundland, and Alaska. These hia have to be sup- 
ported with specially designed and specially developed equipment 
that will meet the subzero temperatures and the other Arctic condi- 
tions. We have many items in this procurement program of Arctic 
clothing, Arctic shelters to shelter crews as they work on the air- 

lanes, special aircraft heaters to preheat the aircraft so that it can 

ye safely started, and so that the crew can enter the aircraft and begin 
their operations ‘with the aircraft in a workable condition and not in, 
what some men call, a frosted condition. 

We have a great many items of equipment in here for the purpose 
of removing ice and frost on the surfaces of aircraft, ice and frost 
that accumulates when the aircraft is left to stand, even for a few 
minutes in some cases. 

Each of these items, of course, is developed against an Arctic re- 
quirement, and in many cases the item is an item of very technical 
nature, a technical piece of equipment that will operate under the 
terrific temperature and humidity conditions that exist. 


PROTECTION OF MOTOR VEHICLE EQUIPMENT 


Senator Cuavez. I presume that you also have a problem in con- 
trolling your motor-vehicle equipment in a cold country. 

Colonel Pace. That is correct, sir. All gasoline-driven and diesel- 
driven equipment used in the Arctic has to be specially protected, and 
there are special attachments we procure for that purpose, special 
accessories and attachments to the vehicle. 

Senator Cuavez. That is the reason for some of the equipment that 
you have shown on the panel here. 

Colonel Pace. Very definitely. One specific item is an aircraft 
heater used for this specific purpose. 

Senator Cuavez. Will you go a little more in detail as to that par- 
ticnlar item ? 

Colonel Pacr. This particular heater that I refer to is an Arctic 
heater, very small and compact and trailerized so that it can be pulled 
by aman. It has a series of heating ducts which are placed into the 
engine compartment and the personnel crew compartments of aircraft. 
It is then placed in operation using a gasoline engine blower and a 
gasoline burning heater, and they can very quickly bring the tempera- 
ture of the aircraft from the subzero temperature it would have been 
in, being parked in an Arctic condition, up to a condition where you 
can start the aircraft safely and work on the aircraft and operate the 
equipment. 

Senator Cuavez. When you use a hangar for storage in a cold 
area, do you have any problem within the hangar as far as heating 
is concerned ? 

Colonel Pace. This is an area in which I could not really authorita- 
tively answer your question. 

Senator Cuavez. Do you have any problems with reference to your 
runways? 

Colonel Pacr. Yes, indeed we do. This is an area in which we 
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have many items in this appropriation, items for removal of snow 
and ice from runways, conventional plows, and other devices used for 
clearing runways of snow and ice. : 

Senator Cuavez. Are these items within the request that you are 
now making. 

Colonel Pacr. Yes, sir; they are included in this request. 


IMPACT OF DEFENSE DEPARTMENT DIRECTIVE 


I would like to make only one other point, Mr. Chairman, sup- 
plementing the remarks in my statement. Much of the discussion 
which the committee has conducted in regard to the effects of the 
Department of Defense Directive 7200.4 has an impact in this area as 
well, and the remarks made by the members of the committee are in 
most cases applicable to this area but, of course, to a lesser dollar 
impact because of the smaller amount of money involved. 

Senator Cuavez. Senator Ellender. 


UNOBLIGATED BALANCES 


Senator ELttenper. How much of unobligated balances will you 
have in this account at the end of this year, and how much do you an- 
ticipate it will be at the end of 1958? 

General Bocart. It is $590 million as of June 30, 1957. We are 
forecasting $490 million as of June 30, 1958. 

Senator ELLenper. Are you considering the amount that you are 
unable to spend now because of this directive ? 

General Bogart. On this directive, sir, we elected to take that re- 
duction in the aircraft appropriation and in construction, so that. it 
does not apply to this particular account. That was a reduction in 
authorized obligations. 


UNOBLIGATED COMMITMENTS 


Senator ELLenper. How much of the money will you have left at 
the end of this year that is obligated in some way or another? That 
is, not exactly obligated, but that you must obligate because of prior 
contracts having been entered into. Do you get what I am driving 
at, General Bogart ? 

General Bogart. There is $500 million in unobligated commitments, 
sir, as of June 30, 1957. 

Senator ELtenper. At the end of 1958 it is over four-hundred-some- 
odd million. Would that be in the same category ? 

General Bocarr. Four hundred and fifty, sir. Four hundred and 
fifty would be in the same category of unobligated commitments. 
That is, it is committed but the contracts have not been signed. They 
are to be signed. 

Senator ELLenper. I understand. That takes care of your orders 
for the beginning of the next period. 

General Bogart. That is right, sir. That would leave us only $90 
million uncommitted at end of fiscal year 1957. 

Senator Eitenper. That is for the first 3 months of fiscal year 1958. 

General Bocarr. Essentially, sir, that would carry us over for a 
short period. 
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Senator Extenver. How much of the money that you are carrying 
over in this account for fiscal year 1957 do you anticipate obligating 
in the next 3 months ? 

General Bogarr. That would be a part of the $500 million of unobli- 
gated commitments. 

Senator ELtenper. Will you make available for the record what 
moneys out of this particular fund you have obligated in past years 
for the first 3 months of, let us say, fiscal years 1954, 1955, and 1956? 

General Bocarr. Yes, sir. 

Senator Extenper. That is, that you actually obligated. 

General Bogart. Yes, sir. 


NET DEOBLIGATIONS 


General Bocarr. Perhaps I should make one point here, sir. We 
have one peculiar situation that will obtain in this report because 
of the effect of the passage of section 1311 of Public Law 663, 83d 
Congress. You see, we had a number of deobligations in 1 year, so 
we will have a net deobligation figure that I believe we will show here, 
This will throw it off, but we will highlight that and point it out in 
the report to you, 

Senator Exiitenper. I think I requested the same thing for the 
aircraft procurement. 

General Bocarr. We can furnish that as well. 

Senator EtLnenper. The same information / 

General Bogart. Yes, sir. 

(The information requested appears on p. 1119.) 

Senator CHavez. You may proceed, Colonel Page. 


MAINTAINING A BALANCE OF SUPPORT 


Colonel Pacr. There is one other point, Mr, Chairman, that would 
be of value to the committee. As you can see from the nature of the 
items in the appropriation, our biggest problem here is to maintain 
the desired and necessary level of support of the air-defense system in 
the sense of ground electronics and communications devices, and of the 
aircraft and missiles systems in the sense of various pieces of support 
equipment, such as you see before you. Our principal effort here is to 
maintain the necessary degree of support and maintain a balance of 

that support among the various programs to be supported. 

I am really addressing myself again to the House action to reduce 
our request, because I do ‘feel that, in order to maintain the balance sup- 
port necessary, the various aircraft and missiles to be procured, and 
the other programs to be supported, we do require the funding as 
originally requested and justified. 


RELATION OF PROGRAM AND FINANCING 


General Bocarr. I think, Senator Chavez, it would be desirable if I 
pointed out that, in preparing the budget for this particular appropria- 
tion, what we normally do is set up a program to meet the require- 
ments for the various items of equipment to support the aircraft and 
missile programs, and the training programs that go with them, and 
then, in arriving at our requirement for new obligating authority in 
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this particular appropriation, we discount the price of that program, 
and we do it for this reason : In developing this type of support equip- 

ment, particularly, and also in the ground-electronics area, we have 

numerous specification or engineering difficulties which show up every 
year, SO, no matter how badly we need a particular item of equipment, 
we know that there are going to be some of those items which we are 
not going to be able to procure during the budget year, for the sole 
reason that the engineering specifications will not become available, or 
that a change in the aircraft program or a change in the design of a 
particular aircraft will require a change in the design of the support 
equipment. That sort of thing happens to us, and, as you are aware, 
in this appropriation it happened to us to a very considerable degree 
in the past. 

OVERPROGRA MING TECHNIQUE 


For this reason we discount our requests for new obligating author- 
ity, knowing that some items will fall out of our program. But we 
do not know what those items will be. This is a different technique 
than we use in the aircraft appropriation. Here we simply over- 
program and ask for less money because of the fact that we know 
that the engineering specifications are going to hold us up to some 
degree. 

We hope that we are reasonably accurate in that discount, and our 
program here was $1,640 million, for which we were asking new 
obligating authority of $1,225 million, and we feel that to reduce 
this ‘by another $100 million would put us in very serious difficulty in 
trying to meet the requirements that we actually have on the books. 
Actually, if it were not for the specification problem, we feel very 
sure that we should be asking for the $1,640 million, because that 
is actually what we would like to buy this particular year to support 
the program for missiles, aircraft, and the training equipment that 
goes with them, plus the support in the ground-electronics area. 


METHOD OF APPLYING RESTORED AMOUNTS 


Senator Cuavez. General Bogart, you have broken down a list of 
these particular items: Weapons, ammunition, and propellants, $5 
million; vehicular — $2 million; ground communication 
electronic equipment, $30.5 million; gr ound handling equipment. 
$38.5 million; training equipment, $6 million; support equipment and 
supplies, $16 million; and base maintenance equipment, $2 million. 

If the committee should ask for priorities on that, in case the com- 
mittee finally decided the House was justified in its action what would 
be your priorities? 

Senator Exrenper. That is already your own priorities. 

General Bocarr. No, sir This is the way the House assessed their 
cuts. 

Senator Exienper. I thought they just lopped off $100 million. 

Colonel Pacr. No, sir. They identified the $100 million for these 
areas. I think our position here should be the same as was raised 
in yesterday’s testimony, that, if a restoration is to be made, it should 
not be tied to the particular areas; we should be allowed to exercise 
a decision. 

Senator Cuavez. Do you mean to leave it open? 
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Colonel Pacer. Yes, sir. 

Senator ELtenper. That is the question I asked, General, and you 
answered that it would help out considerably if you were permitted to 
use what other money is made available to you and let you decide 
where to apply it. 

General Bocarr. That flexibility would be exceedingly helpful to 
us in adjusting our programs; yes, sir. 


LANGUAGE REQUEST 


Senator Cuavez. I notice on page 2 of your justification that you 
want some appropriation language : 

For procurement and modification of equipment, supplies, and materials, and 
spare parts therefor, not otherwise provided for; ground electronic and com- 
munication equipment; and the purchase of passenger motor vehicles for re- 
placement only (including 10 and 8 at not to exceed $3,000 and $2,400 each). 

Then you give the total figure. It appears here that your digni- 
taries have cars. Why can they not use jeeps like the soldiers? 

Colonel Pacer. Sir, the 18 staff cars in the appropriation language 
are to replace cars now in use by the 4 Assistant Secretaries of the 
Air Force and the 14 major air commanders, such as General Tunner, 
General Weyland, General Partridge, and the remaining major air 
commanders. 

Senator Cuavez. Do the Secretaries have cars in various places? 

Colonel Pace. No, sir. These would be the four cars only for the 
use of the Assistant Secretaries here in the Washington area. 

Senator Cuavez. In the Washington area. 

Colonel Pacer. Yes, sir. 

General Catnanan. The Assistant Secretaries of the Air Force. 


REPLACEMENT OF AUTOMOBILES 


Senator Cuavez. How long have they had those cars, the ones to 
be replaced ? 

Colonel Pacr. The cars that they now have are, for the most part, 
1951 Buick sedans. There are several cases where the commander 
is driving a later model car. We have 3 commanders who are driving 
1956 Chevrolet cars, 1 who is driving a 1954 Lincoln which was pro- 
cured for him in Europe, and 1 who has a 1957 Chevrolet. 

Senator Cuavez. I notice your justification states: 

Cabinet members, Senators, Representatives, foreign dignitaries, State and 
local officials, and other distinguished citizens visit these Air Force officials 
for familiarization tours and other official purposes and transportation befit- 
ting their titles and positions should be provided. 

You just want to replace some old cars with new ones? 

Colonel Pace. In every case, sir, these are replacements of older 
cars and, as I mentioned earlier, of the 18 cars to be replaced, 13 of 
them are 1950 or 1951 Buick sedans, so they will have been 7 or 8 years 
old as of the time of any effective procurement in this appropriation. 

Senator Cnavez. Is there any limitation now in the law as to the 
price, that you can pay for them? 

Colonel Pacr. That is correct. There is a dollar limitation and 
that is the necessity for the language. 
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Senator Cuavez. For the moment, Colonel Page, we are through 
with you, but you might stay until some of the other witnesses are 
through. We may want to ask you some questions. 

Senator Cuavez. Our next witness is Maj. Gen. R. P. Swofford, 
Jr., research and development. 

RESEARCH AND DEVELOPMENT 


STATEMENT OF MAJ. GEN. R. P. SWOFFORD, JR., DIRECTOR OF 
RESEARCH AND DEVELOPMENT, DEPUTY CHIEF OF STAFF, DE- 
VELOPMENT * 


PREPARED STATEMENT 


Senator Cuavez. General, would you place your statement and the 
program and financing statement in the record and then highlight 
them ? 

General Sworrorp. Yes, sir. 

Senator Cuavez. Can you do it without in any way jeopardizing 
what you want to say ¢ 

General Sworrorp. Yes, sir; I feel sure that I can. 

(The statement referred to follows:) 


Program and financing 





Actual, 1956 | Estimate, Estimate, 
1957 1958 





Program by activities: 


1. Aircraft and related equipment_-_................------- $187, 889, 616 | $138, 251,972 | $142, 940, 000 
2. Guided missiles and related equipment..........-..-.-.- 73, 279, 983 91, 327, 081 76, 412, 000 
3. Ammunition and related equipment- - --. apna iwndinates 10, 273, 906 10, 080, 298 8, 766, 000 
6; SO CUE son cont nce ccc dedecengssbasndsenqeunee 71, 714, 084 93, 379, 322 60, 506, 000 
&. Milidery scsmnett...; .... ~~... 25 .6....0.-. 205.28 ds a 58, 413, 330 59, 376, 000 
6. Operations and management. -.--.-.....-...------------ 227, 826,493 | 289, 511, 444 323, 000, 000 

OU CN. in oe asec eiditi cn ccddces cereqenan 640, 002, 566 | 680, 963, 447 671, 000, 000 

Financing: 

Unobligated balance brought forward.-_-_..-......--------- —85, 455,013 | —38, 763,447 | —70, 000, 000 
Unobligated balance carried forward .----_--- os eeeesheeee 38, 763, 447 70, 000, 000 60, 000, 000 


Appropriation (adjusted) - -..- she venga peak eekopaeean 593, 311,000 | 712, 200, 000 661, 000, 000 


STATEMENT OF MAJ. GEN. R. P. SworrorD, JR., DIRECTOR OF RESEARCH AND 
DEVELOPMENT, DCS/DEVELOPMENT 


BRIEF BIOGRAPHICAL SKETCH 


General Swofford was born in Kansas City, Mo., February 3, 1905. 
He was commissioned from the United States Military Academy in 1930 
in the Corps of Engineers, and was graduated from flying school at 
Kelly Field, Tex., in 1931. He is a graduate of the Air Corps Engineering 
School, the Air Corps Tactical School, and the Army-Navy Staff College. 
Highlights of his career include assignments as Chief of the Engineer- 
ing Division of the Air Materiel Command, chief of staff of the Air 
Research and Development Command, commandant of the USAF Insti- 
tute of Technology, chief of staff of the United States Military Academy, 
and wartime experience as assistant chief of staff, operations, of the 
First Allied Airborne Army, and deputy commander, 9th Tactical Air 
Command. Decorations include the Legion of Merit with one oak leaf 
cluster, bronze star with one oak leaf cluster, and Belgian Croix de 
Guerre with palm. 
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NEED FOR RESEARCH 





AND DEVELOPMENT 


Mr. Chairman and members of the committee, the security of the United 
States depends, in large measure, upon technological superiority. Our defense 
structure rests on the keystone of quality. It is toward achieving the essential 
goal of continuing technological superiority that the Air Force program in 
research and development is aimed. 

The quality which we seek for our forces is found only in the actual existence 
of superior weapon systems and the ability to use them. This will be the 
decisive factor in preventing or winning any war of the future. We know that 
the Soviets are steadfastly exerting an all-out effort in the technical race. Only 
by sustaining a vigorous program of research and development can we maintain 
a technological lead, and thus continue to enjoy the security which such supe- 
riority provides. Research and development properly conceived, adequately 
supported, and effectively managed is the basic requirement in meeting the 
growing Soviet threat of numbers and technological progress. 


OBJECTIVES 


Recognition of the importance of research and development is, in itself, not 
sufficient to insure an adequate and efficient research and development program. 
Clear objectives must be established to guide the total effort, and much detailed 
planning must be carried out to aline the many individual projects and areas 
of work into an integrated program without gaps, weaknesses, or unwarranted 
duplication of effort. 

The primary Air Force objective is to maintain a strong, well-balanced pro- 
gram of research and basic development on the one hand, and of operational 
systems development on the other so that at all times in the future we may be 
assured of superior weapon systems. Important corollary objectives are that 
these weapons must be highly reliable, easy to maintain and operate, and must 
provide maximum military effectiveness per dollar cost and unit of manpower. 
Every effort is made to point our development toward improved economy and 
efficiency. The program is under constant review to determine whether we are 
working on the right projects and whether these projects are progressing at a 
proper rate. 

The accomplishment of an adequate and intelligent research and development 
program is a difficult task. It takes a large amount of money, and it deserves 
the best judgment we can bring to bear on it. The Air Force is fortunate in 
that it is assisted by the best scientific minds in the country. With the help 
of these extremely competent and public-spirited scientists we look into the 
future and predict, insofar as it is humanly possible to predict, the areas of 
research and the new weapons which will give us the greatest gain when 
measured against a time scale extending 5 to 15 years ahead, and when weighed 


against the estimated cost of the work involved. Our decisions are based upon 


the best judgment and guidance we can get from both within and without the 
Air Force. 


PLANNING 





PROCEDURES 


Since our research and development program is composed of a great many 
projects, some small, some large, and of widely varying nature, a brief review 
of the planning procedures which lie behind our program may be of assistance 
to the committee in analyzing it and in evaluating our request for funds. 

Our projects vary from basic research tasks for which the goal can be only 
generally defined to specific hardware developments in which the end item can 
be clearly visualized. It is necessary both for planning and for management to 
divide the program into major areas which are homogeneous in nature; each 
such area ean then be given handling appropriate to its characteristics. I would 
like to briefly define these three major areas at this point since this will help 
in understanding our planning procedures; the same area breakdown will be used 


later in my statement in connection with our management of the program and 
the discussion of our need for funds. 


The three major program areas are: 
1. The operational systems area which includes all weapon systems develop- 
nents undertaken in response to established general operational requirements and 
projected for the inventory at specific dates in the future. It is illustrated by 
systems such as the B-52 strategic bomber, Matador tactical missile, and distant 
early warning which came out of this area in the past. 
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2. The technical development and research area in which a wide variety of 
fundamental work is undertaken and from which we will gain the increased 
knowledge or know-how to build future weapon systems beyond those that are 
now within our projected technical capability. This is illustrated by jet-engine 
exploration, upper atmosphere studies, and university research. 

3. Field operations‘and base support which covers the operation of our research 
and development centers. This is illustrated by our missile-range operations, 
supplies and materiel, and center operation and maintenance. 

For each of these three areas we must plan, manage, and evaluate in a manner 
suited to the characteristies of the effort included therein. 

The first step in planning for a research and development project is the estab- 
lishment of the military requirement which it is hoped to meet. Within the 
operational systems area Ifeadquarters, USAF, states the operational needs 
as determined by operational planning and reasonable prediction of our technical 
eapability. These statements take the form of general operational requirements. 
The next step is the preparation, by the Air Research and Development Command, 
of a development plan to attain the objective stated in the general operational 
requirement. ‘The development plan includes an estimate of resources needed 
and the time required so that a decision may be made as to whether the end 
product will justify the expenditure and, therefore, whether the effort is to be 
undertaken. If the development plan is approved by Headquarters, USAF, it 
serves a8 a justification for resources and an operating guide for the organizations 
doing the work. The development plan for an operational system also provides 
the major Air Force operational commands with the necessary information to 
prepare for operational suitability testing, personnel training and logistic support, 
and effective tactical use. Revisions to the development plan are submitted from 
time to time as more accurate information becomes available on the new system. 

Within the technical development and research area the Air Research and De- 
velopment Command, through a series of technical program planning documents 
(each of which covers a particular technical area such as propulsion), makes 
known to industry, the universities, and the scientific community the Air Force 
needs for overcoming existing technical limitations in techniques, performance, 
and equipment. The technical program planning documents enlist ideas and pro- 
posals which offer promise in meeting the needs set forth in the plans. Proposals 
received are evaluated for technical promise, and coupled with ideas generated 
internally within the Air Force, form the basis for the formulation of technical 
requirements, each of which sets forth the goals in a particular line of technical 
effort which it appears that we can meet within a reasonable time period. These 
technical requirements, some 112 in number, are arranged in order of priority 
and within each such requirement particular tasks are also arranged in priority 
on a basis of their technical promise and the potential gain which their success- 
ful accomplishment would provide the Air Force. P 

Now turning to our last major area, that of field operations and base support, 
we must by proper planning provide for the necessary test, engineering, and 
administrative support required for the successful prosecution of our approved 
projects. In the main, therefore, planning for this area stems directly from the 
project planning undertaken in the operational systems and the technical de- 
velopment and research areas. 

It is from the totality of these development plans then that an Air Force re- 
search and development program is prepared. As is the case in any operation of 
this type, we do not have enough resources to work on all requirements of this 
type, we do not have enough resources to work on all requirement and all worth- 
While possibilities. We select systems and projects on a priority basis and these 
constitute our program for any fiscal year. 

During this planning process, as well as during the later implementation phase, 
we coordinate our work closely with the other services and with other govern- 
mental agencies. There is active, joint participation on a number of projects 
in which other governmental agencies have a mutual interest with us. For 
example, the high speed, high altitude research airplane which we designate 
the X-15 is jointly planned and monitored by the NACA, the Navy, and the Air 
Force. Another example is our active participation and fund support of the 
Air Navigation Development Board with the Civil Aeronautics Authority, Army, 
and Navy. Active coordination of programs is effected through the coordinating 
committees of the Assistant Secretary of Defense (Research and Engineering). 
In addition, there is a widespread exchange of technical liaison officers as well as 
other direct contacts between persons working on related efforts. 
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It has been emphasized that no research and development project is under- 
taken until a requirement has been established and a plan prepared, evaluated, 
and approved. After that approval, the Deputy Chief of Staff, Development 
charges the Commander, Air Research and Development Command with active 
management of the program. 


PROGRAM SUMMARY 


The Air Force Research and Development Budget being submitted to you today 
is a minimum budget. It is based on a new obligation authority of $661 million. 
Within this sum the Air Force will develop specific weapons and supporting 
systems aimed at operational requirements, will support fundamental develop- 
ment and research aimed at advancing our technical capability, and will pro- 
vide for the operating costs of the Air Research and Development Command, the 
Air Proving Ground Command and several smaller research and development 
agencies. The proposed fiscal year 1958 program is considered at a minimum for 
the reasons which will follow. 

The President’s budget shows our budget in accordance with the prescribed 
uniform budget structure. However, with your permission I will discuss the 
budget in terms of our program structure since that is the way we plan and 
control research and development. 


OPERATIONAL SYSTEMS AREA 


The first element of the program is the Operational Systems Area which 
is planned at $156 million. This area, as I have already explained, includes the 
systems which are being designed to meet specific requirements on specific 
dates. The total effort in this area is classified according to the basic Air Force 
mission which it supports. 

1. In Strategic Air, we expect to carry on research and development on the— 

(a) ICBM-IRBM—These are our Titan, Atlas, and Thor projects. 

(6) Chemical Bomber—This is a bomber using high energy chemical fuels. 

(c) Nuclear Aircraft—Funds shown here are mainly a continuation of the 
development of the Propulsion System. 

(d) Advanced Reconnaissance System. 

2. In Air Defense, our work will include— 

(a) Lineoln—Lincoln Laboratory is a concentration of qualified elec- 
tronics engineers under the direct management of the Massachusetts Institute 
of Technology; their responsibility is the development and specific design 
of the electronic ground environment for our continental air defense. 

(bd) Ballistic Missile Detection System. 

(c) Ballistic Missile Defense Study—This provides for a continuation of 
Air Force work to define a defensive system to be effective against inter- 
continental ballistic missiles. 

(d@) Base Air Defense Ground Environment. (BADGE.) 

(e) Continental Aircraft Control and Warning—This effort provides for 
the necessary improvements to the present Ground Environment System in 
being so as to keep abreast of the threat. 

8. In Tactical Air, the fiscal year 1958 effort is primarily on an electronic sys- 
tem, Tactical Air Control System—This is the corollary electronic system to the 
Badge System to which I referred above. 

4. In Supporting Systems, we include— 

(a) Traffic Control and Landing System. 

(b) Weather—This effort provides for the continuous refinement of a sys- 
tem designed to provide forecasting services to our military forces on a faster 
and more accurate basis. 

(c) X-15 Research Aircraft—The X-15 is an extremely high-speed re- 
search airplane. This is a cooperative development by the Air Force, the 

Navy, and the National Advisory Council for Aeronautics. 


TECHNICAL DEVELOPMENT AND RESEARCH AREA 





The second major program area is that of Technical Development and 
Research, which is planned at $182 million. It is divided into five basic technical 
divisions. Within the Aeronautics Division are included those projects in the 
field of propulsion, aerodynamics, vibration and flutter, and structures. Combat 
components include work in fire-control systems, armament and munitions, bomb- 
ing and navigation equipment, and in general all those items and techniques 
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relating to air combat. Supporting components include ground radar and com- 
munications equipments, photo equipment, electronic countermeasures equipment 
and techniques. Under Human Factors we include a wide variety of projects 
in aviation medicine, protective clothing and equipment such as pressure suits 
and oxygen systems, development of human engineering criteria, and training 
devices. The Research Division includes all basic research in areas such as 

physics, high altitude phenomena, nuclear effects, and all areas of interest to 
the Air Force. 

Speaking of this area as a whole, it must be realized that within the Air 
Force technical development and research program there are literally hun- 
dreds of projects and tasks. It is not feasible to attempt to show the commit- 
tee a complete listing of all this work as was the case with the systems area 
where the projects are few in number and large in size. This makes the tech- 
nical development and research portion of our program more difficult for you 
to evaluate. Nevertheless, it is of absolutely fundamental importance to our 
technical position some 5 to 10 years or more in the future. The work done in 
this program will provide the basis for improvement in our weapon systems 
beyond those which are now within our predictable technical capability. 


FIELD OPERATIONS AND BASE SUPPORT AREA 


The third and last major portion of our program is Field Operations and 
Base Support, which is planned at $323 million. This includes the cost of 
operating 11 major research, development, and test centers and several smaller 
research and development activities. For six of these centers the research 
and development appropriation must cover all base operating costs (exclusive 
of military personnel) ; this includes flight lines, flying field and building main- 
tenance, utilities, guards, and other housekeeping items, as well as the tech- 
nical equipment and technical operations. The other five are complete centers 
put do not include flight facilities. 

In the field operations and base support area the workload comes only in 
part from the research and development program. A very large share of the 
load comes from the production program and from engineering support of the 
force in being. It must be realized that the testing load in fiscal year 1958 
is determined not by the fiscal year 1958 research and development program, 
but by the funds expended over the preceding several years for new develop- 
ment, new production models and engineering changes to inventory equipment. 
Further, the research, development, and test plant is growing. For example, 
over the past 5 years an average of $90 million of new construction has been 
accepted each year. These new facilities provide a large and complex technical 
plant that is necessary to the job that must be done. 


SUMMARY 


In summary, I have the 3 major program areas, the operational systems 
which are planned in fiscal year 1958 at $156 million, technical development 
and research planned at $182 million, and field operations and base support 
at $323 million. This ties into the budget request which is $661 million of 
new obligating authority for fiscal year 1958. 

The budget estimates presented to you today represent a minimum program 
which has been carefully planned and reviewed. It includes only the highest 
priority efforts which are needed to maintain an effective Air Force from a 
quality standpoint. 

EFFECT OF HOUSE REDUCTION 


The program which I have just presented is based on our appropriation re- 
quest of $661 million in new obligating authority. This has, as you know, been 
reduced to $649 million by the House. 

A reduction of $12 million in the research and development appropriation 
would cause program changes such as the follows: 

(a) Technical development and research, $8 million.—A number of important 
projects would have to be eliminated in such areas as flight control, atmos- 
pheric physics, communications, and electronic techniques. The precise effect 
of these reductions cannot be predicted because of the exploratory nature of 
the work involved; however, it seems clear that this fundamental! technical 
development and research area of the program should be supported to a greater 
extent than is now programed in order to insure that we maintain our techno- 
logical lead in the long haul. 
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(b) Operational systems, $4,000,000.—The reductions would be made prj. 
marily in systems which support our major aircraft and missile systems. Fop 
example, further development of the base air-defense system would be delete 
from the program. Development on other systems, such as weather and intelli. 
gence data handling, would be reduced by approximately half of the planned 
effort, which is already at about half of the estimated requirement. 

The reductions, as indicated above, would be in the contractual portion of 
the program. There would be no reduction in the field operations and bage 
support area of this program, as presented in the President’s budget, which 
has already been reduced to a minimum level. Cost increases of some $12 mil- 
lion, attributable to wage-board increases and other actions over which the 
Air Force has no control, have been recently forecast which will cause a very 
Severe problem in this area as it now stands. Therefore, in any proposed 
reduction, it is felt that level of funding for the operation of research, develop- 
ment, and test centers cannot be changed. 

We strongly recommend that the $12 million reduction in the Air Force 
“Research and development” appropriation be restored. 







PROGRAM SUMMARY 


General Sworrorp. I believe the prepared statement has been de- 
livered to the committee, sir. There is planned, as you know, a later 
classified session which will amplify today’s statement. With your 
permission, I will go immediately to a very quick program summary 
of our “Research and development” appropriation for fiscal year 
1958, starting generally, sir, on page 7 of the prepared statement. 
The Air Force “Research and de velopment” budget which is being 
submitted to you today, we feel, is an absolute minimum. It has 
been well coordinated. It has received the best planning that we 
know how to give it. It is based ona new obligational authority of 
$661 million. This compares with the $710 million which the Con- 
gress appropriated for “Research and development last year.” 






EXTENT OF AIR FORCE RECLAMAS 








Senator Eiienper. What did you originally 
cut it down to $661 million ? 

General Sworrorp. The minimum essential program which we 
were allowed to submit to the Department of Defense was $858 mil- 
lion, sir. 

Senator ELLENpER. $858 million is what you asked for / 

(reneral Sworrorp. Yes, sir. 

Senator ELnenper. You said that was a minimum you were allowed 
to submit. 

General Sworrorp. The Air Force considered that to be a min- 
imum essential budget for “Research and development” purposes. 

Senator ELLenper. $858 million. 

( yeneral Sworrorp. Yes, sir. 

Senator Evitenper. You were cut down to $661 million, or a differ- 
ence of almost $200 million. 

General Sworrorp. Yes, sir. 

General Bocarr. May I identify that, sir? The $858 million re- 
quested for “Research and development” was a part of the $21,070 
million so-called minimum essential budget which we submitted on 
the 27th of November to the Department of Defense. 

Senator ExLtenper. Since you considered $858 a minimum amount, 
and you were cut over a fourth, was there much squawking done? 
General Sworrorp. We thought we presented our case, or our 


ask for, before you 
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squawk, sir, in a fairly straightforward fashion, presenting our 
estimated need and the purposes to which we would apply the $858 

million. 

Senator ELLenper. Here, the House is supposed to cut you less 
than:2 percent. 

General Sworrorp. Yes, sir; $12 million. 

Senator Ex.enper. I suppose you raised as big a squawk as you 
did the 25 percent, or maybe more. 

General Sworrorp. We would request as strongly as we possibly 
could, sir, that it be restored. 

Senator ELLenper. To me it is such a small amount, with a total 
budget allowed of $661 million, that I thought you w ould just say, 
“Amen. ” 


UNOBLIGATED BALANCE 


How much unobligated balance do you have in that account this 
year, carried over? 

General Sworrorp. Carried over in the P—600 account; my recol- 
lection is $37 million, sir. 

General Bocarr. $38.8 million carried over into fiscal year 1957, 
sir. We are forecasting $70 million to be carried into fiscal year 
1958, and $60 million carried into 1959 from 1958. 

Senator E.itenper. That would be unobligated money that you do 
not expect to spend during the year which you are asking funds be 
appropriated. 

General Bocarr. That is right, sir. Fifty million dollars of the $70 
million will be in unobligated commitments. Twenty million dollars 
is in reserve by the Bureau of the Budget at the present time. It has 
not been released. 

Senator Ex.Lenpver. Will that $20 million augment your present 
situation ¢ 

General Bocarr. We presume it will be released, sir, in our next 
request for apportionment which will be right after the Ist of July 
against whatever funds are made available to us. 

“General Sworrorp. May I ask a question, sir, as to how much detail 
you would wish me to go into in our program summary / 


BASIS FOR REQUESTED RESTORATION 


Senator Cuavez. I think the important thing here now is that you 
are asking for a restoration of $12 million. Suppose you justify that. 

General Sworrorp. May I, first, put in context briefly the overall 
program, sir? 

In discussing our program, while in the justification books before 
you it is broken down in accordance with the uniform Department of 
Defense budget structure, it takes in P—620, P—660, and so forth; we 
actually manage and control the program in a functional fashion in- 
stead of the budget fashion which is used for fiscal and control 
purposes. 

The three major areas into which we divide our program for man- 
agement purposes are: 

First, the operational systems area, in which we undertake research 
and development in response to Air Force approved and established 
general operational requirements for equipment, planned to be in the 
inventory as of particular dates in the future. 
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OPERATIONAL SYSTEMS DEVELOPMENT 


For this area of our program, the operational systems developmen 
our present budget for fiscal year 1958 includes $156 million. This 
will take care of new strategic air systems, such as the ballistic missile 
program, the follow-on chemical bomber, and other improved systems 
and equipment for the operational inventory. This compares with 
$209 million in the fiscal year 1957 program. 


TECHNICAL DEVELOPMENT AND RESEARCH 


The second major area of our research and development effort is 
‘alled technical development and research. This includes funds for 
exploratory development and research, from which we hope to gain the 
know-how, the capability, the tec hniques, the methods, by which we 
can build future weapon systems out beyond those that we now know 
how to forecast or to build. 

Senator Cuavez. That is the purpose of research and development. 

General Sworrorp. This is the basic purpose. 

Senator Cuavez. That is, to improve the situation. 

General Sworrorp. To improve our capability; yes, sir. For this 
fund area, our fiscal year 1958 budget request provides $182 million, 
as opposed to the $195 million in our fiscal year 1957 program. It is 
slightly down. 


FIELD OPERATIONS AND BASE SUPPORT 





The third major area is that of field operations and base support. 
In listening to the testimony before the committee during the last 
2 days, I realize that the difference in the “Research and “ develop- 
ment” appropriation, as opposed to other appropriations of the Air 
Force has been made clear. Within the research and development 
area, program 690, field operations and the base support, provides 
for all basic activity, research, development, and operational tests, 
engineering, and base support activities at our research and develop- 
ment centers. It includes all costs, except that for military personnel. 
It does include the day-to-day upkeep of our facilities, hangar line 
maintenance, and all types of base support costs. 

In our fiscal year 1958 appropriation request this is $323 million, as 
opposed to $330 million for fiscal year 1957. 

In discussing the effect of the House reduction, if we must accept 
the $12 million reduction, we would propose to accommodate the fol- 
lowing phases. This is tentative since it will be subject to further 


review so that we do the best we can in accommodating such a re- 
duction 


RESTORATION REQUESTED 





Senator Cuavez. You are asking for restoration of $12 million? 

General Sworrorp. Yes, sir, and endeavoring to point out why we 
are asking for it in terms of what we would have to do if it were not 
restored. Our general plan would be to reduce technical develop- 
ment and research, the basic portion of our program, by approxi- 
mately $8 million, eliminating a number of important projects in such 


areas as flight control, atmospheric physics, communications, and 
electronics techniques. 
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Since we are in a research and development area, the precise ef- 
fect of such a reduction is very difficult to pinpoint because of the 
exploratory nature of the work that we are undertaking. It seems 
clear, however, that this fund for the technical development and re- 
search area of the program should be supported, if it could, to an even 

ter extent than it is now. In the long term that is the most im- 
portant area of our program. 

Senator Cuavez. I think that the members of the committee would 
generally agree with you. 


EFFECT OF REDUCTIONS 


General Sworrorp. In the operational systems area we would have 
to make reductions. Tentatively, and as representative examples, we 
would have to stop further development of our base air defense system 
for use overseas. Development of other supporting systems, such as 
weather and intelligence data handling, would have to be reduced by 
approximately half of the planned effort, which is already about one- 
half of the estimated requirement. 

We could not take any reduction in the field of operations and base 
support area. Cost increases of some $12 million, attributable to wage 
board increases and other actions over which the Air Force has no 
control, have been recently forecast which will cause a very severe 
problem in this area as it now stands. We feel, therefore, that we 
would have to maintain the level of $323 million in field operations and 
base support. 

I think it is important to point out here, sir, that our load in test 
operations, such as at Patrick Air Force Base, only in part derives 
from the contractual portion of the P-600 appropriation. The greater 
share of the workload stems from the production program, the engi- 
neering changes, the tests of production models of equipment, the tests 
of the ICBM andthe IRBM. A great portion of that load stems from 
money previously expended from 1955, 1956, and 1957 production 
programs, which we have to meet. 


APPLICATION OF PRODUCTION FUNDS FOR DEVELOPMENT 


Senator Eitenper. Aside from the amount that you are now askin 
for, you receive a part of the $3.5 billion that is used to test all of these 
various implements of war that are built from research and develop- 
ment by you, am I not right? 

General Sworrorp. If I understood the question, sir, in the broadest 
sense, using research and development in the broadest sense, particu- 
larly the development, a very sizable portion of production funds are 
applied to the development of prototype items of equipment. 

Senator ELtenper. When you experiment with them, try them out 
after they are built, is that expense charged to this account or is it 
charged to the $3.5 billion that we provide, apart from your research 
and development, for experimental purposes ? 

General Sworrorp. The expense to our centers and test installations 
is borne by the P-690 account, to which I have just referred. 

Senator ELLenper. Give us an example of what you mean. 

General Sworrorp. Sir, the ballistic missiles, the IRBM and the 
ICBM. now being on the contractual side of the business, paid for in 
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overwhelming part by production funds, are tested at Patrick Air 
Force Base, the Air Force Missile Test Center in Florida. The sup. 
port of Patrick Air Force Base, the people on it, the downrange sta- 
tions, the instrumentation, the civilian employees, are all paid out-of 
the P-690 program. The only support at Patrick for the test ofthe 
ICBM is the contractor’s employees who assist in the testing of the 
missile. 

I did not want to mislead the Senator, sir, in your question. There 
are certain contractor employees from Douglas or Convair, or who- 
ever is building the missile, that do come to the center where the item 
is to be tested. These people are paid from the contract funds, but 
the base operations are all paid from P-690. 

Senator Eitenper. Of course, we may be talking about different 
things. If a missile is manufactured, let us say, and you want to 
experiment with it to determine whether or not it will work by shoot- 
ing it off or loading it with whatever ammunition you desire, if that 
be the way it is to be utilized, out of what funds would such a test 
be taken ? 

General Sworrorp. In the main, sir, out of the P-600 funds, pro- 
gram 690. 

Senator Eiitenper. Then what is the $3.5 billion used for? 

General Sworrorp. The design, agaih using an example. fabrica- 
tion and building of the missile at the contractor’s or manufacturer's 
plant. 

Senator Ettenver. You build a missile at your own plant, is that it, 
at vour own field or laboratory ¢ 

General Sworrorp. No, sir. 

Senator Errenner. What do you experiment with if you do not 
build it there? What expense do you have to try it out ? 


RANGE INSTRUMENTATION REQUIRED 


General Sworrorp. All the range instrumentation that is required 
to track this missile to determine what happens with it. to determine 
where it lands. to determine whether it follows the trajectory it was 
designed to follow. the actual fuel, oil, oxygen-jet fuels that are re- 
quired to shoot it, the building of the test stands and nads from which 
it is shot, the equipping of those, the reduction of data as we get it 
back from the radiological devices, the operation of the drone air- 
craft to find out if the range is cleared before the missile is fired— 
these are all expenses chargeable to the P-690 program. 

The missile itself. in the case of Atlas, would be fabricated by Con- 
vair. This is paid for out of production. 

Senator Errenper. Do you build any missiles of your own? 

General Sworrorp. No, sir. 

Senator Errenner. All you do is to give advice as to whether or 
not the missile will work and to write out the plans and specifications 
that are in turn used by the manufacturer to produce it in accordance 
with your views. 

General Sworrorp. Yes, sir. 

Senator Erzenper. That phase of it, the building of it. is paid out 
of the $3.5 billion that we are providing for experimental work. 
General Sworrorp. Yes, sir. 
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Senator Ex.tenver. If that missile is brought back to be shot, you 
say that you have expenses of tracking it and watching it and clearing 
the air so as to shoot it, that is chargeable to this. 

Feneral Sworrorp. Yes, sir; the testing of it, the research, devel- 
opment, and engineering test. 


PERCENTAGE OF FUNDS USED FOR TESTING 


Senator ELLENDER. What percentage would you say offhand, if you 
want to take a guess, is actually used for testing? It cannot be very 
much. 

General Sworrorp. I would estimate that the testing portion of our 
overall research and development engineering tests amounts to ap- 
proximately 50 percent of the P-690 account. 

Senator Extenper. That much? 

General Sworrorp. Yes, sir. 


DEFINITIZATION BETWEEN RESEARCH AND DEVELOPMENT 


Senator Cuavez. You defined research and development. First 
you start with research. 

General Sworrorp. Yes, sir. 

Senator Cuavez. Your engineers and mathematicians work on the 
problem to begin with? 

General Sworrorp. Yes, sir. 

Senator Cuavez. When you go to development you are trying to 
eventually procure the missile; is that right? 

General Sworrorp. Yes, sir. 

Senator Cravez. That is the time you put it together and shoot it 
off and have your engineers and your experts test ‘the results, 

General Sworrorp. Yes, sir. 

Senator CrAvez. And eventually you might get a product that satis- 
fied your requirements. Then you go to procurement ; ; is that correct ? 

General Sworrorp. That is generally correct; yes, sir. 

Senator Evtenpver. You say “generally correct.” You said awhile 
ago that the missile to be experimented with is built by someone else 
under contract, and the cost of that contract is taken out of the $3.5 
billion that was provided in another appropriation. Which is right? 
Is that the correct one ? 

Then you cannot be right in both answers. You seem to tell 
Senator Chavez a different. story from what you a tell me. 

General Sworrorp. I did not mean to. Maybe I misunderstood the 
question, or I am vide to be too exact perhaps. In the start of a 
brand new missile project, we will place certain research and devel- 
opment funds on that project’s initial design. 

Senator ELtenper. That means drawings and things like that. 

General Sworrorp. Yes, sir; its initial preliminary engineering. 
When this reaches the point that it appears quite clearly that we can 
build a particular missile with a certain definite performance and 
we can ds it within a certain period of time and for approximately 


so much money, at that point, if this is planned and approved to 
the inventory, production funds can then be | used for it. 
Senator ELLenper. That is out of the $3.5 billion? 
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General Sworrorp. Out of the $3.5 billion overall. 

high for the Air Force alone. 
Senator Ex.enper. I understand that. That is where you leaye 

your funds and take out of this other fund to have this sample made, 

General Sworrorp. Yes, sir. 

Senator ELLenper. That is the way I understood it. 


It is not that 











TESTING OF PRODUCTS 





Senator CrAvez. General, in order to clear the matter, you have 
your original research and you get your plans and you make your 
contract with Boeing, or North “American, for a finished product, 
but you are still not through. You still have to test that product, do 
you not? 

General Sworrorp. Yes, sir. 

Senator Cuavez. In many instances you might test 1, 2, 3, 4, or 5 
before you get the results that you would desire. 

Genéral Sworrorp. Yes, sir. 

Senator Cuavez. Is that not correct ? 

General Sworrorp. Yes, sir. 

Senator CuHavez. It was mentioned in the papers that you shot 
a missile at Patrick the other day and it appears it exploded 
somewhere. 

General Sworrorp. Yes, sir. 

Ronptor Cuavez. You are not going to use that for production, are 
you? 

General Sworrorp. Certainly not the same one, no, sir. 

Senator Cuavez. That is the point that I am trying to make. You 
might have to shoot quite a few of them before you get the one that 
you want. 

General Sworrorp. This has always been the case, sir. The num- 
bers have varied with different missiles and with the complexity of 
the missile, but it takes quite a lot of firing before we have cleared 
up the bugs to a point where we consider them operational. 

Senator Cuavez. Of course, every time that you make one and fire 
it and it does not answer the purpose, that is a dead loss and it comes out 
of this particular fund, is that not correct, but you are still trying 
for development ? 

General Sworrorp. Yes, sir. We have to lick the problems in the 
test and development phase before we have a satisfactory article. 


FUNDS FOR BASIC RESEARCH 


Senator ELLeNpEer. How much of this appropriation would you say 
is used for pure basic research ? 

General Sworrorp. Pure basic research, sir, is approximately—and 
here again I would like to correct this figure if I find I give a poor 
estimate—$24 million to $25 million. This is basic. 

Senator Cuavez. It is $24 million to $25 million. 

General Sworrorp. This is basic, fundamental type research, in the 
broad areas, to increase our knowledge in the scientific fields. 

Senator Cuavez. You may proceed, General. 

General Sworrorp. That completes my statement, sir. 

Senator Cuavez. Senator Saltonstall, do you have any questions? 
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Senator SauronstaLu. Broadly speaking, research is the most in- 

tangible thing we have to put our finger on. 
eneral Sworrorp. Very intangible, sir, but very important. 

Senator SauroNstatu. And it is very important when you cut $12 
million out of it you have to estimate where it is going to come from, 
and your ability to try to pinpoint it before this committee I should 
think would be impossible. 

General Sworrorp. It is almost impossible to point out specifically 
what we lose because by the very nature of the fact that research is 
exploratory we cannot predict the end product. If we could predict 
the end product it would not have been research and development. 


DIFFERENTIATION BETWEEN COMPETITION AND DUPLICATION 


Senator SaLronsTaLL. You may have been asked this question, ani 
this is the only question I will ask: In this $661 million program that 
rou are requesting, how many competitive research efforts are there 
eing made? Is that question clear? In other words, how many 
places are you going at it in three different ways to get an improve- 
ment in your objective or to obtain an objective ? 

General Sworrorp. I could not give you the total number of such 
competitive efforts in total that are now underway. If it is any 
kind of an answer at all to your question, sir, I would say that as 
policy in the very initial stages of the project we think that a com- 
petitive approach is proper. The point where good judgment then 
comes to bear is the point at which we eliminate that dual approach 
and go to the one that happens to offer the greatest sound possibility 
of success. 

QUESTION OF DUPLICATION 


Senator SatronsraLL. You would not admit for one moment that 
there is competition rather than duplication ? 

General Sworrorp. Yes, sir. Here again we get into those words. 
It could be called duplication. I think it could equally well be called 
competition, and at certain early stages of the business, regardless of 
what it is called, we think it is very worth while. 

Senator SALTonsTALL. You would not admit for one moment, would 
you, that it was duplication with the Army or Navy in any research 
effort? There is competition but no duplication. 

General Sworrorp. I am sure there is some duplication, and we 
are continually trying to find it. I am sure we do not find it all, 
but we take great advantage of the Army and Navy research projects, 
and I am sure they take advantage of ours. 

Senator Cuavez. General, is it not necessary to have duplication 
when you start the initial phases? Here is one set of scientists that 
have an idea that might be good, but you do want that competition 
in order to reach what you are trying to get. 

General Sworrorp. That is absolutely right, sir. 

Senator Cuavez. And there might be another one that will do the 
same thing. 

General Sworrorp. Yes, sir. 

Senator Cuavez. As a matter of fact, the more competition you 
have, the better the results may be? 

General Sworrorp. Yes, sir, that is absolutely right. 
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Senator Cuavez. From that standpoint, when you reach what you 
want, you select the one you think will give you the best product; js 
that right ? 

General Sworrorp. Yes, sir. 

Senator Cuavez. Is that the way it works ? 

General Sworrorp. That is exactly the way we try to do it. 

Senator ELLtenper. That is, insofar as you are concerned, that is 
within your own Department, but you do not try to compete with 
the Army, do you, or with the Navy? I think that is what Senator 
Saltonstall had in mind. 

Senator Sauronsrauu. That is where research and the Defense De- 
partment should come into play. If there is duplication it should 
be spotted. 


COORDINATING COMMITTEES 


General Sworrorp. We have coordinating committees established 
by the Department of Defense in which the Army, Navy, and the 
Air Force, of course, are members. In the exchange of the form 
613’s which are required by the Department and among the various 
departments there is, I think, a real complete interchange of infor- 
mation. I can only repeat, sir, that we know quite thoroughly what 
the Army and Navy are doing in the research and development. area, 
and they know what we are doing, and we often take advantage of 
their efforts and they of ours. 

Senator Cuavez. Thank you, General. 


PRESIDENT’S HELICOPTERS 


Senator Etuenper. Mr. Chairman, I overlooked asking a question 
a while ago on aircraft and related procurement. 

I wonder if I could ask it now. 

Senator Cuavez. You may, Senator. 

Senator ExLenper. There has been in the newspapers a lot about 
providing the President with two helicopters. Did the Air Force 
do that ? 

General Bogart. Yes, sir. 

Senator ELLenper. Under what authority 7 

General Bogart. We did it under our regular procurement authori- 
zation, sir. This was a request which was forwarded to the Air Force 
in early November 1956. We reprogramed to cover the requirement 
for two helicopters. 

Senator ELtenper. Who made the request ; Mr. Wilson 4 

General Bocarr. It was passed to us from the White House through 
the Department of Defense, sir. 

Senator Ettenper. Where did you find the money to build those 
two helicopters ? 

General Bocarr. We reprogramed our procurement program, sir, 
put the funds on them and included these two items in our repro- 
graming report, which we submitted on December 31 to the Con- 
gressional committees. 

Senator ELtenper. When you reprogramed, do I understand that 


you had an overage of money on some other project and that you 
made it available for this? 
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General Bocarr. We picked this up. I believe we covered it about 
the middle of the year. We would have recoupments on hand, sir, 
to cover it. 

Senator ELxLenper. You used it for that purpose? 

General Bocarr. That is right. 

Senator ELLtenper. That is s exactly i in line with what I have stated 
on this before this committee many times, that by having money at 
hand that way over and above your needs you always find or will find 


some way to use it. 
COST OF HELICOPTERS 


What did these helicopters cost apiece, do you know ? 

General Bocarr. The total cost of the helicopters was $201,000, in- 
cluding the spares. 

Senator ELLENDER. Why was it necessary to have two? 

General Bocarr. This was the request, sir. Normally, you have to 
have backup items. These are unusual items. 

Senator Ex.ienper. I thought spare parts took care of that. 

General CALLAHAN. Sir, there is also a requirement for Secret Serv- 
ice personnel to move along with the President wherever he goes. 

Senator Exrenper. What does it cost to operate those two heli- 
copters? How many men are set aside to handle those two heli- 
copters? What does it cost ? 

General Bocarr. The estimated total cost per flying hour, sir, in- 
cluding fuel and oil and maintenance and spare parts, is $33. 63 per 
hour. 

Senator ELLenper. Suppose that helicopters is used for an hour a 
week. Would that not have the tendency of increasing the cost per 
hour ? 

General Bocarr. Actually, sir, there would be training time, and 
so on, on these aircraft. This would average out, I believe, over a 
period of time. 

Senator Eixenper. I am talking about those two particular ones. 
I understand you can average it if you have 50 or 100 to operate. I 
am talking about those two particular helicopters. They are not used 
very often, are they ? 

General Bocart. I would not imagine so, sir. 


USE OF HELICOPTERS 


Senator Ertenper. How many times have they been used, to your 
knowledge, since they have been placed at the disposal of the Presi- 
dent ? 

General Bogart. I do not know. 

Senator EtLenper. Can you find out? 

General Bocarr. We can find out; yes, sir. 

(See p. 1119.) 

Senator ELLENDER. How many men are occupied with, and are wait- 
ing orders for, the use of these helicopters, do you know? 

General Bocart. Each helicopter requires 1 pilot, and there are 2 
assigned to the flight to take care of the 2 helicopters, sir. 

Senator Ettenper. That would be two pilots only ? 

General Bogart. Yes, sir; two pilots. 

Senator ELtenper. Are there any other people ? 
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General Bocarr. There is maintenance effort, of course, but thege 
are assigned to the MATS squadron at National Airport. 

Senator ELienprer. For maintenance, and I presume for oil and gas 
and things like that. 

General Bogart. Yes, sir. 

Senator ELLenper. Do you know whether or not those two heli- 
copters are placed solely at the disposal of the President ? 

General Bocarr. Certainly, they are placed under the control of the 
President. They are under the direct control of the President’s pilot. 

Senator Exienper. And used for no other purpose, except as the 
President permits their use. 

General Bocart. Except as the President permits their use, that is 
right. 

Senator Ex,Lenper. I wish you would supply for the record the 
number of times since they were made available to the President that 
the President actually used those helicopters and what they were 
used for. 

General Bogart. Yes, sir. 

Senator Sarronsrauy. Is there any public knowledge that he used 
them at all? 

Senator Eixenper. That is exactly what I want to put in the record, 

General Bocartr. This I am not sure of. I know they used them 
during a number of training flights, but whether they have actually 
been used by the President I do not know. We can find that out. 

Senator ELtenper. You can find that out? 

General Bocarr. Yes, sir. 

(The information requested appears on p. 1119.) 


OPERATION OF WILLIAMSBURG” 





THE ” 


Senator Sarronsraty. General Bogart, I say this with a slight 
smile, but also seriously. How much did it cost to operate the Wil- 
liamsburg, do you know ? 

General Bocarr. No, sir; but I am sure it could be provided. 

Senator ELitenprer. When the Wi//éamsburg was put in mothballs 
the idea was to economize and save a lot of money, but here is an 
instance where this has been out since October and not used yet. I do 
not presume it will be used very often. 

General Bocarr. They were delivered in March. We ordered them 
in November. They os delivered in March. 

Senator ELtenper. I do not imagine they would be used too often. 
As I understand, from the White House to the airport, it would be 
cheaper to get the Police Department from Washington to clear the 
way and carry him there in 2 minutes, if necessary, or 5 minutes, than 
to have a helicopter just to carry him. 

I have seen a lot of editorials and have heard a lot of comments, and 
I thought it was appropriate to get the facts about it so we would 
know. 

Thank you, sir. That is all, Mr. Chairman. 

Senator CuHavez. Colonel Friedman, I think you are to discuss 
“Operations and maintenance.” I notice that you are asking for 
restoration on this item of $131,873,000. 
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STATEMENT OF COL. ROBERT J. FRIEDMAN, DEPUTY DIRECTOR 
OF BUDGET, DEPUTY CHIEF OF STAFF, COMPTROLLER 


PREPARED STATEMENT 


Colonel FrizepMan. That is correct, sir. 
Mr. Chairman, I would propose to proceed as the other witnesses 
have. I have a complete prepared statement. 
The official Air Force reclama contains the details and the reasons 


for the restorations. 


With the committee’s permission, I would like to give you a picture 
of the overall program for “Operations and maintenance” for fiscal 


year 1958. 


Senator Cnavez. Your statement, together with the program and 
financing statement, may be placed in the record at this point. 
(The statements referred to follow :) 


Program and financing 


PROGRAM BY ACTIVITIES 

Direct obligations: 

Operation of aircraft 

. Logistical support 

. Training support 

Operation support 

Medical support 

Servicewide support 

. Contingencies eiiamnine sand 

Aircraft maintenance spares, spare parts, and 
supplies _- 

. Corrective 
ponent equipment 

. Organization, base and maintenance equipment 
and supplies se 


© SNXPSrPpr 


So 


Total direct obligations 


Reimbursable obligations: 

. Operation of aircraft 

. Logistical support 

Training support 

Operation support 

Medical support 

Servicewide support 

Aircraft maintenance spares, spare parts, and 
supplies 


OD Se On oe OO RD 


© 


nent equipment . / 
10. Organization, base, and maintenance equipment 
and supplies 
Total reimbursable obligations. 
Total obligations 
FINANCING 
Comparative transfers from (—) other accounts 


Unobligated balance brought forward (69 Stat. 438) 
Unobligated balance transferred from ‘‘Aircraft and re- 


oe : 
Actual, 1956 | Estimate, 1957 | Estimate, 1958 


maintenance of aircraft and com- | 


| 3, 668, 650, 467 


. Corrective maintenance of aircraft and compo- | 


| 


lated procurement, Air Force” (reimbursements to be | 


earned from military assistance fund reservations) 
Advances and reimbursements from other accounts 
Unobligated balance no longer available (expiring for 
obligation) 
Unobligated balance carried forward (69 Stat. 438) 


Appropriation 


$520, 400, 200 
1, 247, 143, 733 
317, 872, 936 
928, 727, 726 
73, 236, 059 
177, 740, 437 
7, 876, 530 


131, 867, 408 
171, 072, 960 
92, 712, 478 


$585, 100, 700 | 





$640, 000, 000 

1, 464, 291, 049 1, 574, 861, 000 
358, 982, 935 382, 603, 000 
1, 079, 569, 418 1, 290, 215, 000 
76, 893, 695 108, 416, 009 
202, 253, 241 222, 641, 000 
7, 000, 000 6, 264, 000 








3, 774, 091, 038 








4, 225, 000, 000 
nich Soe i > 
6, 652, 000 1, 862, 000 1, 279, 000 
76, 890, 654 133, 502, 461 132, 391, 000 
8, 217, 862 8, 244, 800 7, 352, 000 
27, 789, 628 24, 575, 801 | 26, 483, 000 
14, 339, 840 17, 453, 600 20, 086, 000 
2, 437, 271 2, 003, 200 1, 962, 000 
140, 462, 746 | | 
| } 
19, 451, 400 
61, 326, 456 | | a 
oii sti ‘ os maninthenatpiil Repuptesesnshciatitintemnindndlltayintiey 
187, 641, 862 189, 553, 000 


357, 567, 957 
4, 026, 218, 424 


—71, 273, 807 | 
—141, 949, 110 | 





| 

—15, 321, 844 | 

—210, 417, 003 | 
119, 910 

10, 120, 000 | 

- ' 


~ 3, 961, 732, 900 | 


—31, 406, 038 
— 10, 120, 000 


— 177, 521, 862 





| , 
| —189, 553, 000 


} -- 
| -+<--<0 
| 


3, 597, 496, 570 | 3, 742,685,000 | 4, 225, 000, 000 
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STATEMENT OF Cou. Ropert J. FrrepMan, Deputy Drrecror or Bupeet, Depury 
CHIEF OF STAFF, COMPTROLLER 


BRIEF BIOGRAPHICAL SKETCH OF WITNESS 





Born February 19, 1913, at Bethpage, N. Y. Bachelor of science, aero- 
nautical engineering, from Alabama Polytechnic Institute. Various 
assignments in materiel prior to and including service in European 
theater of operations. Various duties in operations, plans, and program- 
ing, including assignment to headquarters, Far East Air Forces, dur- 
ing Korean conflict. Assistant and acting deputy chief of staff 
(comptroller). Air Defense Command. Graduate, Air War College. 
Legion of Merit and oak-leaf cluster, Air Medal. 


COMBAT CAPABILITY 


Mr. Chairman and members of the committee, combat capability is our all- 
important product and objective. The extent to which the programed force 
in being will be combat ready depends largely on the adequacy of the “Operation 
and maintenance” appropriation. It is the O. and M. dollar which gives our 
equipment, our people, and our base structure real meaning in terms of an 
effective combat force. The dollar requirements comprising our fiscal year 1958 
budget request are the minimum consistent with that objective. 


SCOPE OF PRESENTATION 


The number of activities which do not wholly or in large part depend on the 
“Operation and maintenance” appropriation are extremely limited. I will review 
the major programs affecting our fiscal year 1958 appropriation request; the 
dollars required to meet thesse programs; and discuss the major reasons for 
the upward trend in O. and M. dollar requirements. 


PRIMARY ACTIVITIES FINANCED BY THE APPROPRIATION 


Operation and maintenance funds cover all day-to-day operating expenses of 
the Regular Air Force and of the Air Force Reserve, except for those generated 
at our research, development, and test bases. They also finance support pro- 
vided by other governmental agencies and contribute to jointly financed Depart- 
ment of Defense activities and to executive agents designated by the Secre- 
tary of Defense. 

The principal activities which are financed by operation and maintenance 
funds and upon which the readiness of the in-being force is dependent are (1) 
Air Force and Air Force Reserve flying, (2) depot support, (3) training sup- 
port, (4) operational support, (5) medical support, and (6) command admin- 
istration, including leased-line communications facilities. I will discuss each 
of these in turn. 


ATR FORCE AND AIR FORCE RESERVE FLYING 


The regular Air Force and the Air Force Reserve will require 9.4 million flying 
hours during fiscal year 1958. Of this total, the Air Force Reserve will fly 325,000 
hours. These hours will be flown in an average operating active inventory 
of 22,000 aircraft. The Air Force Reserve will operate 1,300 of this total. This 
programed activity provides for an effective in-being force in several ways: 
First, by supporting a flying training program as a source of aircrews. Secondly, 
by supporting combat unit and individual flying training programs to maintain 
and improve the proficiency of these crews. Thirdly, by supporting an air 
transport fleet (MATS) which is needed to round out the quick reaction and 
flexibility needed in combat operations at the outset of any future war. The 
program is also designed to provide flying training for the Air Force Reserve. 
Aviation fuel and oil requirements to support this training will cost $641 million. 


DEPOT SUPPORT 


Our ability to meet the fiscal year 1958 flying-hour requirement largely de- 
pends on the adequacy of maintenance backup. Periodic repair and overhaul of 
aircraft, engines, and other equipment to keep them combat ready is the respon- 
sibility of our depots and of our operating field commands. 

Depot maintenance is performed in 8 major and 6 smaller depots within the 
continental United States, plus 5 depots overseas. This military structure is 
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augmented by numerous commercial facilities located here, as well as overseas. 
Our appropriation request for depot maintenance and related logistical support 
during fiscal year 1958 is $1,707.2 million. Of this amount, $839.7 million is for 
depot maintenance. These funds are required for depot repair and overhaul, 
and for modernization and modification of equipment including changes affecting 
safety of flight. Four hundred forty-six and one-tenth million dollars is needed 
for in-house maintenance, and $393.6 million is required for work to be done 
gnder contract. Of the remaining $867.5 million, $495.3 million is required to 
finance day-to-day operating expenses of the worldwide logistic complex, and 
$192.5 million is needed to cover second destination transportation, movements 
via Military Sea Transport Service (MSTS), Logair, Military Air Transport 
Service (MATS) contract augmentation, and other related costs. Procurement 
operations will require $95.6 million. The balance of $84.1 million covers such 
items as installation of fixed communication facilities, nonrecurring major repair 
projects, departmental and field printing, and expenses of caring for the dead. 

The maintenance job is not confined to the depots, nor to facilities financed 
py contract under depot cognizance. Only that work which is beyond the capa- 
pility of the personnel and equipment authorized the using organizations is 
accomplished at depot level. In this regard, the complexity of the new equip- 
ment arriving in the active inventory presents a problem: the need for higher 
levels of skill in the operating units. 


TRAINING 


Operation and maintenance funds are needed to finance the primary source 
of the military technician to meet these skill requirements. I refer here to the 
technical training school system. ‘The objective of this system is to maintain an 
appropriate level of skills within the active military forces as an essential 
adjunct to combat readiness. Our dollar requirement for training also finances 
support of the flying training program of basic military training, professional 
training, Air Reserve and ROTC training, and Air Force Academy cadet 
training. 

The fiscal year 1958 training program comprises an overall average basic mili- 
tary and technical training load of 62,690 people. We will train 5,131 pilots, 
including 494 Air National Guard, 84 Latin American, and 153 foreign students 
(MAP). The navigator training program provides for 2,102 new navigators 
as well as 10,299 advanced and specialized students. Air Force Reserve train- 
ing will take place at 46 Reserve flying training, and 93 ground training, loca- 
tions. Air Force ROTC activities will take place at 179 institutions, and in- 
clude 38 summer camp sessions. The Air Force Academy will continue operation 
at Lowry Air Force Base. 

We will need $390 million to finance all these training programs. Of this 
amount, $278.8 million is for day-to-day operating expenses of 61 training bases, 
including 8 contract primary flying training schools; $98.9 million is needed to 
support the schools program, including tuition, TDY costs, and training sup- 
plies ; $12.2 million is required for nonrecurring installations-type work. 


OPERATIONAL SUPPORT 


The growth in physical plant and facilities of the air defense system, of the 
strategic, tactical and airlift forces, and of their supporting units generates an 
ever-increasing operation and maintenance dollar support requirement. During 
fiscal year 1958, we will operate 239 operational bases, 25 separately supported 
Air Force Reserve installations, and some 2,700 ancillary facilities. The cost 
to operate and maintain these facilities, and the organizations located on them, 
will amount to $1,316.7 million. Of this total, $1,216.2 million is needed to 
finance day-to-day operating expenses, including funds required to finance such 
programs as rotations and air operations, civil reserve air fleet (CRAF) semi- 
automatic ground environment system (SAGE), and the DEW line and White 
Alice systems. Installation of fixed communications and electronics facilities 
will require $20.2 million. These facilities relate to land-line circuits for SAGE 
and other air defense improvements; installation engineering for intercept 
control (data link) ; engineering and installing the fiscal year 1958 increment 
of the strategic communications system (STRATCOM), and navigational aids 
programs such as the tactical air navigation system (TACAN), ground control 
approach (GCA), radar approach control (RAPCON), and instrument landing 
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systems (ILS). The operational support program also includes $80.3 million 
to perform nonrecurring installations repair projects. 
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MEDICAL CARE 


The Air Force considers the morale and welfare of its people as being essep. 
tial to combat effectiveness. Adequate medical care is part and parcel of that 
goal. This pertains equally to adequate medical care of military dependents, 
The Air Force appreciates the action taken by the 84th Congress in enacting 
Public Law 569. The effectiveness of the man in uniform is directly relate 
to the state of well-being of his family. 

We are asking for $128.5 million for medical support during fiscal year 1958. 
The amount requested includes $79 million to operate, maintain, and repair 
medical treatment facilities; $41.4 million to care for Air Force personnel jp 
medical facilities other than Air Force (including civilian medical installa. 
tions) ; and $8.1 million to finance medical training, to buy equipment for fixed 
facilities and for tactical medical units, and to cover medical administrative 


costs. We will operate 298 fixed medical facilities; an increase of 3 over the 
fiscal year 1957 programs. 


COMMAND ADMINISTRATION 


These widespread and varied activities must be admiinstered properly to weld 
them into an effective combat organization. We will require $166.2 million 
for this purpose. This amount will finance the operation of Headquarters, 
United States Air Force, its 16 field extension offices; 15 major air command 
headquarters; 53 Air attaché offices; and 15 USAF mission offices. The total 
amount includes $18.9 million to finance two classified activities that are 
closely monitored by Headquarters, United States Air Force, and $6.3 million 
to defray certtain current expenses which are subject to authorization and 
approval by the Secretary of the Air Force. 


COMMERCIAL COMMUNICATIONS 


Adequate communications are essential to the effective operation and admin- 
istration of the Air Force. Our commercial communication circuitry falls into 
two general areas, i. e., those circuits or networks associated with air defense 
and those associated with the strategic communications system. The require- 
ment for air defense, which includes SAGE, the manual aircraft control and 
warning system, and the Ground Observer Corps, amounts to $36.8 million. 
stratcom requirements amount to $27.8 million and include such networks 
and circuits as the SAC communications system, the weather and flight service 
networks, the security service network, and the commercial circuitry in Spain. 


COMPARISON OF PAST YEARS APPROPRIATIONS 


Having discussed the major purposes and costs for which operation and 
maintenance funds are required in fiscal year 1958, I will discuss some of the 
major reasons why the operations and maintenance fund requirement is pro- 
gressively increasing. Since fiscal year 1954, which saw the termination of the 
Korean conflict, the amounts of new obligating authority appropriated for 
operation and maintenance are as indicated on this Vu-Graph (Vu-Graph No.1). 








Comparable 

Actual | fiscal year 
1958 budget 

structure 


| 
| | 
apes ‘ohih | $3, 502, 792,000 | $2, 933, 567, 339 
| 
| 


1955__- 

1956__- : 3, 597, 496,570 | 3, 396, 775, 846 
1957___.- ; 3, 742, 685,000 | 3, 774. 091, 038 
1958 _- tients 


4, 225, 000, 000 








In order to provide a true indication of what is actually happening within 
the appropriation, I have shown in the right-hand column the comparable amount 
for each of the fiscal years involved. The adjustments from actual (as shown 
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in the column on the left) take into account authorized comparative transfers 
between appropriations, reprograming adjustments, the impact of new legislation, 
and procedural changes. 


PRIMARY FACTORS AFFECTING OPERATION AND MAINTENANCE FUND REQUIREMENTS 


To explain these progressive increases, we must first consider the factors 
which basically determine the size of the appropriation estimate for any fiscal 
period. These are (1) aircraft inventory by number and types, (2) flying hours, 
(3) real property possessed, its type and condition, (4) number and types of 
active Air Force and Air Force Reserve units and their deployment, (5) skill 
level and availability of military and civilian personnel, and (6) the level of 
activity of all programs. Considering these factors, the primary reasons con- 
tributing to the progressively increasing requirement for operation and main- 
tenance funds are tied to (1) new items, (2) new facilities, (3) cost increases, 
(4) increased scope or rate of activity, and (5) the introduction of more com- 
plex equipment. 


COMPARISON OF FISCAL YEAR 1958 WITH FISCAL YEAR 1957 APPROPRIATIONS 


I will briefly discuss each of these classifications and make a comparison be- 
tween the fiscal year 1957 and fiscal year 1958 requirements. 

First, the new items: requirements which are being financed from the opera- 
tion and maintenance appropriation for an entire year for the first time in fis- 
eal year 1958 are (1) civil service retirement contribution, (2) dependents medi- 
eal care, (3) payments to the Army industrial fund for services at ports of 
embarkation, (4) the cost of resupply in FEAF, (5) contract feeding at certain 
selected Air Training Command installations, (6) additional dollar require- 
ments in lieu of deutschemark contributions by the Federal Republic of Ger- 
many, and (7) printing of technical orders. We estimate a total of over $185 
million to be required for these new items, which is an increase of $131.2 mil- 
lion over fiscal year 1957. 

The second category is new facilities. At the present time, the approximate 
value of military construction being completed and activated by the Air Force 
in each 12-month period is $1,250 million. I have mentioned the impact of the 
growth in physical plant earlier. Not mentioned, however, is the fact that in 
fiscal year 1958 (under the provisions of Public Law 1020) we will acquire and 
activate a considerable number of units of family quarters of Wherry housing 
and Capehart title VIII housing. Although the public law provided a fund for 
the rehabilitation of Wherry housing to be acquired by the services, it made no 
provision for operation, maintenance, and administration of these quarters ex- 
cept from operation and maintenance funds. We estimate that the cost in fiseal 
year 1958 to properly carry these additional facilities will approximate $40 
million. 

The third category is increased cost levels. As an example, in fiscal year 1955, 
the average salary for Air Force graded employees was $4,017. In fiscal year 
1956 this increased to $4,383, and in fiscal year 1957 to $4,407. The average 
salary for graded employees in the fiscal year 1958 budget is $4,431. In addition 


_ to the increases for graded employees, there have been even greater increases for 


the blue-collar workers. These increases resulted from wage board surveys. 
Thus far in fiscal year 1957, there have been more than 60 such surveys. The 
average increase has been approximately $210 per blue-collar worker. We fore- 
see another upward adjustment to this figure which will overrun the budgeted 
amount by $30 million. 

The next category I referred to is increased scope or rate of activity. Some 
examples in this category are the acceleration of the Federal cataloging program ; 
expansion and installation of additional electronic data processing equipment. 
However, the most impressive single item falling within this category is the 
increase in the overall cost of the air defense system. The cost of this system 
is fast assuming primary significance within this appropriation. In the past few 
years, the rate of expansion of the varied activities comprising the air defense 
operating system has been spectacular. This is particularly true in the case of 
nonflying or ground environmental networks such as SAGE, DEW line, and 
White Alice. There will be an increase of 86 gap-filler radar locations, 21 other 
radar sites, and 2 Texas towers. The effect of growing numbers is accentuated 
by the increased complexity of the equipment involved. The combination of the 
two factors contributes materially to the general rise in operation and main- 
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tenance support costs. The cost for these program increases will be about $109 
million greater in fiscal year 1958 than in fiseal year 1957. 

The last category is the introduction of new aircraft, electronic devices, anq 
ground support equipment. Despite a decrease in total numbers of aircraft 
planned by end fiscal year 1958, the value of the inventory has almost doubled 
since fiscal year 1954. It will continue to rise as the newer more complex 
aircraft replace those aircraft now in the inventory of the Air Force and the Ajr 
Force Reserve. Maintenance and operating costs for these newer type aircaft 
being flown in ever-increasing numbers and at higher utilization rates are much 
higher than was the maintenance and operating cost for the aircraft being phased 
out of the inventory. For example, our fiscal year 1958 flying-hour program 
represents an increase of only 5 percent over the hours actually flown in fisea] 
year 1956. The fuel cost, however, has increased by more than 22 percent, despite 
the fact that jet fuel costs about one-half as much as aviation fuel. 


OTHER CONSIDERATIONS 





AFFECTING APPROPRIATION COMPARISONS 


This brief comparison represents the normal situation. There is, however, 
another factor which contributes materially to the increase over the fiscal year 
1957 amount. 

The Congress appropriated $3,743 million to finance the fiscal year 1957 opera- 
tion and maintenance activity. We thought, and so told you, that we would be 
able to get by on that amount by operating on an austere basis. We are now well 
past the three-quarter mark and we find ourselves in an extremely tight fix, 
The major factor affecting our tight position in fiscal year 1957 and in turn, 
our fiscal year 1958 appropriation request, is having had to finance activities 
which were either unforeseen at the time of our budget calculations, or which 
evolved from changes in procedure or in program. As a result, we had to defer 
certain unit activations, defer maintenance of facilities, and reduce our flying- 
hour program for the last quarter of fiscal year 1957. 


FUND REPROGRAMING REQUIREMENTS 


During the current fiscal year, the amount requested by the Air Force and 
appropriated by the Congress for the purpose of restoration of damage to real 
property resulting from fires, storms, and other disasters, was $2.3 million. 
Within 4 months, this amount was depleted. One typhoon alone in the Far East 
caused damage exceeding $5 million. Obviously, a large part of this damage had 
to be repaired immediately if operations were to continue. 

We budgeted for $16.7 million for commercial air augmentation. However, 
MATS airlift capability slipped, and about $7 million had to be spent to offset 
this slippage. 

Public Law 569, 84th Congress, authorized dependents’ medical care, effective 
December 7, 1956, which developed a new program requirement, estimated at 
$25.8 million. 

Over $5 million was required for training in support of the ballistic missiles 
program. This program was not sufficiently definitized at the time we derived 
our original fiscal year 1957 budget and financial plan. 

Based on actual experience since the start of the current fiscal year, we find 
that the cost to establish, operate, and maintain the DEW line has exceeded the 
fiscal year 1957 budgeted amount by approximately $58 million. 

Legislation was passed to authorize flight training for the ROTC. This essen- 
tial operation required reprograming some $600,000. 

Wage board increases accounted for an additional $30 million. 

There is, however, another side to the coin. Program changes and slippages 
do arise which permit us to absorb some of these increased costs. Unfortu- 
nately, however, these were insufficient to offset the increases and, as a result, 
we had to defer upkeep of real property, defer manning and activation of cer- 
tain installations, defer supply purchases, and, as I stated previously, very re 
luctantly permit slippages from flying training standards. 

The more significant of those activities where were funded in the past and 
which now represent a reduction in terms of our fiscal year requirements are; 
fiscal year 1957 is the last year in which the Air Force will be required to finance 
pilot training for the Army and to provide depot maintenance for Army aircraft. 
Other dollar reductions are associated with phasing out installations and or- 
ganizations, and with changes in budget policies which will now require other 


services to reimburse the Air Force for expenses previously incurred in their 
behalf. 
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This concludes my discussion thus far of the fiscal year 1958 operation and 
maintenance appropriation request as contained in the President’s budget. I 
have endeavored to provide you a summary justification of the dollar require- 
ment, and of the programs these dollars will support. I have also tried to relate 
these dollars and programs to our combat-readiness objective. A financial sum- 
mary is shown on this Vu-Graph. 

In conclusion, I will briefly discuss the $163 million reduction voted by the 
House of Representatives. The distribution of the reduced amount is as shown 
on this Vu-Graph. 

A reduction of $75.3 million relates to the proposal to reduce our fiscal year 
1958 flying time by 500,000 hours. Of the total, $32 million is applied to aviation 
fuels. The remaining $43.3 million is applied to depot backup. In this regard, 
it should be noted that the 9.4 million flying hours already represents a reduc- 
tion below actual computed requirements. The Air Force made this reduction 
(involving $30 million) on an assessed inability to fly up to requirements. I 
should also point out that the President’s budget was based on the then current 
standard stock fund cost. We currently foresee an increase in aviation fuel 
costs which could increase our budgeted amount as much as $13 million. Con- 
sideration of these factors, along with the $32 million House reduction, leaves 
us no alternative other than to ask for full restoration. General Twining has 
already discussed with you his feelings in this regard. 

Reinstatement of the 500,000 flying hours would, of course, result in restitu- 
tion of the associated reduction of $32 million for fuel and oil purchases, and 
of $43.3 million for maintenance and overhaul of the aireraft involved. Rein- 
statement of this latter amount should be made in any event, since depot main- 
tenance of aircraft is, for the most part, scheduled on a time-phased basis. 
Although related to flying hours, the affinity of the depot-maintenance program 
is not such that an immediate savings would accrue by reducing flying hours. 

Reduction of $2.8 million for printing and reproduction would require the 
Joint Congressional Committee on Printing to continue the present authority 
to obtain technical operating and maintenance manuals as part of the procure- 
ment contracts for end items. Under the assumption that such authority will 
be granted, the Air Force withdraws its requirements for restoration of the 
$2.8 million. 

The remaining reduction of $2.0 million in the logistical support area was ap- 
plied to procurement operations. It stems from the House’s desire to main- 
tain a balance between personnel and nonpersonnel costs. This objective be- 
comes possible only if the ground rules remain the same. To illustrate, the 
existing balance has been dislocated by new requirements such as: (1) Civil 
service retirement fund contributions, $3.8 million; (2) an increase for pay- 
ments in lieu of taxes, $538,000; and (3) a $2.9 million increase for Federal 
cataloging. 

The $15 million reduction for training support was assessed on the basis that 
the fiscal year 1958 training workload was below fiscal year 1957 levels. In this 
regard, the President’s budget already has taken full cognizance of the reduced 
training workloads. The civilian personnel program was reduced $8.8 million 
from the fiscal year 1957 position. The primary flying training program was re- 
duced by $4.2 million. Transfer of Army aviation training reflected a 2.4 million 
reduction from the fiscal year 1957 level. However, these and other actions 
were more than offset by increased requirements. For example: $11.2 million 
for new weapon systems training; Air Force Academy costs go up by $4.1 mil- 
lion, and an increase of $12.3 million for retirement contributions also had 
to be faced. Although not intended, the House reduction results in a lowered 
level of training effectiveness. 

In the operational-support area, the $29 million reduction was distributed 
by the House as follows: $3 million against the resupply program in Korea, 
and $16 million against the Capehart and Wherry Housing maintenance and fur- 
niture requirements, and $10 million against the major-repairs program. The 
facts contained in our reclama are briefly these: 

Department of the Army dollar cost for Korean resupply and the Air Force 
dollar estimate do not make for a valid comparison. Army support during 
fiseal year 1957 was inadequate, and the Air Force had to supplement Army 
funding due to Army rollup in that area. 

Admittedly, Wherry and Capehart acquisitions have slipped since we de- 
veloped our budget. However, we believe that the phasing associated with 
those that will be required in fiscal year 1958 is such that only about a $5 mil- 
lion reduction in requirements should be expected. 
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The Air Force has deferred maintenance and repairs of real facilities ont 
of necessity in prior years. Continued deferral would be unsound. Altho 
the House recognized the undesirability of continuing deferrals, the reduction 
will require slower progress in correcting the situation. 

The $17 million reduction in travel goes beyond limiting administrative-type 
travel. It would result in a reduction in travel related to operational, traini 
and maintenance support. The travel funds contained in the President’s budget 
stem from increases in air-combat maneuvers, phasing in of new weapons, ro 
tations of combat units, expansion of air-defense activities, and an increased 
number of operational bases. 

The House levied a reduction of $21.9 million on the basis of anticipated con- 
tinuation of deutschemark support for forces in Germany at the same level ag 
in fiscal year 1957. Although there is no finalized agreement regarding the 
extent of support which might actually be received, we are not asking for 
restoration of any part of this reduction pending completion of negotiations, 
Should support from deutschemark sources fail to materialize to the extent 
assumed in the House reduction, a supplemental appropriation would be re- 
quired to finance the Air Force program. 

A determination has also been made that an amount of $1,287,000, asso- 
ciated with the recently directed reduction in employment of headquarters 
civilian personnel, will not be included in the request for restoration. 

In summary, the Air Force is now asking for restoration of $131,873,000 of 
the total House reduction of $162,880,000. The revised amount of the Air Force 
request for the “Operation and maintenance” appropriation is, therefore, $4,194 
million, which is $31 million below the $4,225 million contained in the President’s 
budget. 


Comparison of past years’ appropriations 








Comparable 
Actual to fiscal year 
1958 budget 

estimate 








svete Gcewee Eee ddkin Sesnncsocadoctveuddenducscesy ee ee eee 
le a Bt a as resis oe diSiniaini een 3, 597, 496, 570 2 6, 775, 846 
3, 742, 685, 000 3,7 pee 
; 4, 225, 000, 000 

















Factors INCREASING “OPERATION AND MAINTENANCE” REQUIREMENTS 


New items: 
(a) Civil-service retirement 
(b) Cost of resupply in FEAF 
(c) Printing of technical orders 
(ad) Additional dollars in lieu of deutschemarks 
(e) Dependents’ medical care 
(f) Contract feeding 
(g) Reimbursement to Army for services at ports of embarkation 
New facilities : 
(a) 16 major installations 
(bv) 6 Air Force Reserve installations 
(c) 8,300 appropriated funds housing units 
(ad) 33,100 title VIII family quarters units 
(e) 20,289 Public Law 1020 housing units 
Cost increases : 
(a) Personnel raises 
(b) Increase in MSTS rates 
(c) Increase in per capita rate in United Kingdom 
Increased scope or rate of activity: 
(a) Acceleration of Federal cataloging program 
(b) Increase in classified intelligence contracts 
(c) Increase in air-defense networks 
(d@) Additional electronic data-processing equipment 
(e) Commercial airlift augmentation 
(f) Inerease in special fuels 
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New equipment, aircraft, electronic devices, ground support : 
(a) Value of aircraft inventory doubled since fiscal year 1954 
(bv) Higher aviation-fuel-consumption rates 
(c) Engine and aircraft overhaul increasing in cost 


Air Force “Operation and maintenance”’ appropriation, financial summary 





—__ — as ae ne SL 


Budget program 1957 


Operation of aircraft - 

EE SOs o non a cdaccadcachousedhdcepeikbbnhnad A 

nds sins ices hop eareiteie eee 

Operation support __ 

; Medical support. 

Servicewide support _ 
490 Contingencies_- 
Aircraft maintenance sp ares, spare ‘parts and supplies 
Corrective maintenance of aircraft and component equipment_ 
Organization, base, and maintenance equipment and supplies. 


Total program requirements __-_..........-...........--|4, 026, 218, 424 |3, 961, 732, 900 
Reimbursements. _-. —357, 567, 957 | —187, 641, 862 


Te Cee ee ee ee 3, 668, 650, 467 |3, 774, 091, 038 


Appropriation “Operation and maintenance” 
[In millions of dollars] 


Fiscal year House Air Force 
1958 Air | committee | Difference | revised 
Force report request 
request 


Aircraft fuel and oil er 3 $609. 3 
EEE SEE LEE ES: 1, 707. 2 1, 659. 2 
Training support ” 390. 0 375. 0 
Operational support 1, 316. 7 
ae ; 128.5 
Servicewide support 224. 6 
Contingencies. .............-.-- 6.3 
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I 4, 414.6 
| Less reimbursements._______- ake 189. 6 


~ 
83 


Adjusted program. _- 4, 225.0 4, 101.0 | 
| Less undistributed committee reduction: 
Travel..........--- fe ade cihet eee eee —17.0 | 
DM cdi : Sch aublnnadqhncdas sub dies saul ontaaen aed —21.9 | 
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| Appropriation-__-_-.-- Saniivislonawebon 4, 225.0 4, 062.1 | 


1 Air riers fiscal year 1958 request reduced by $1,287,000. 
2 Restoration requested, amount included in revised program totals. 
* Restoration not requested; to extent DM not available supplemental requests will be necessary. 


BUDGET REQUEST AND HOUSE ALLOWANCE 


Colonel FrmpmMan. Our program as contained in the President’s 
estimate included a requirement for $4,414 million. Against this 
rogram requirements we are asking in new obligating “authority, 
$49 225 million, the difference of $189 million is to ‘be financed from 
reimbursements to the Air Force. 

Against the requirement of $4,225 million the House has recom- 
mended an appropriation of $4,026,120,000. This represents a reduc- 
tion of some $163 million. 

In our reclama we are asking for restoration of $131,873,000 for a 
new requirement in new obligating authority of $4,193,993 ,000. 

That is a reduction of $31,007,000 less than the amount contained 
in the President’s estimate. 
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Mr. Chairman, this program is one which is almost as illusive as 
the one General Swo ford was talking about, but not in the same 
sense. 

It is illusive in that it covers so many items. Actually, it is the 
bread and butter of the Air Force. 

You gentlemen in prior years have appropriated funds for the 
procurement of aircraft, for procurement other than aircraft, and 
so forth, It is now up ’to the operation and maintenance funds to 
put these things into operation and give them the combat capability 
so necessary for an in-being force. 

It isa particularly unglamorous appropriation in that much like 
all necessities of life, A are rather unglamorous. 

Senator ELtenper. You have a big ‘amount to be glamorous with, 
$4 billion plus. 


SCOPE OF PROGRAM 


Colonel Frrepman. Yes, sir. We feel we can use every bit of that, 
sir, to very good purpose. The purposes which I am talking about 
are the Air Foree and Air Force Reserve flying; the depot support 
to back up that flying; the training support; the operational sup- 
port—the funds required to keep the Strategic Air Command, the Air 
Defense Command, and our other commands operating; medical sup- 
port; and command administration, which includes leased line com- 
munciation services. 

For the flying program, which constitutes some 9.4 million flying 
hours, the Air Force is asking $641 million. 

The flying hour program is essential in that it supports the flying 
training program as the source of air crews. 

It also supports the combat unit and individual flying training 
programs to maintain and improve the proficiency of these crews, 
and thirdly, supports an air transport fleet which is needed to round 
out the quick reaction and flexibility in combat operations at the out- 
set of any war. 

The program is also designed to provide flying training for the Air 
Force Reserve. 

Now, flying hours generates the need for maintenance and overhaul 
of the aircraft. This particular requirement is fulfilled by our using 
organizations and by our depots. The depot maintenance is performed 
in 8 major and 6 smaller depots within the continental United States, 
plus 5 depots overseas. 

LOGISTICAL SUPPORT 


Our requirement for depot backup for the forces in being is $1,707 
million. This is listed on your sheets as logistical support. 

Now, of this amount, $839 million is for « depot maintenance. 

Senator Ecrenper. All of that comes out of this $4 billion plus? 

Colonel Frrepman. That is correct, sir. Half of that is spent for 
maintenance in house and half of that is done under contract. 

Senator Exttenper. Would you be able to tell us before you get 
through what your inventories of stocks are, carried over from year 
to year, if that is available? 

General Bogart. We can, sir. The only stocks that are carried in 


this appropriation are the local purchase stocks at bases, that is the 
supplies 
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Senator ELLenpEerR. Small amounts? 

General Bocarr. Small amounts of supplies and equipment that 
they use for day-to-day housekeeping. Our overall inventory which 
includes the spares and things of that sort, they are in the procure- 
ment appropriation. 

Senator ExLenper. These are strictly day-to-day items ? 

General Bocarr. That is correct. 


FUNDS CARRIED OVER 


Senator Eitenver. Before you get through I wish you would also 
state how much unobligated balance, if any, you have in fiscal year 
1957 ? 

General Boearr. This is an annual account, you see. 

Senator Exrenper. It goes back to the Treasury ? 

General Bogart. Yes, sir. 

Senator ELtLenpER. How much will you have left then ? 

General Bocarr. There was $10 million that was actually carried 
over from 1956 to 1957. 

Senator Ettenver. That is from the appropriation of $3,718 mil- 
lion. 

General Bogart. I believe that was the net on that. 

Senator ELLenppr. $3,742 million? 

General Bocarr. That is right, sir. 


FUNDS REQUESTED 


Senator E_tenprer. You are asking for $500 million more, and I 
presume in the course of your st: itement you will tell us why the ad- 
ditional amount is necessary. 

Colonel] FitepmMan. That is right, sir. 

Also included in the amounts requested for “Logistical support” 
are such items as first destination transportation, funds for movement 
via the MSTS—this is the Military Sea Transport Service; 
LOGAIR—logistic airlift; MATS contract augmentation; and other 
related transportation costs. 

Also included is $95 million for procurement operations. This 

came under discussion this morning at the time General Davis was 
making his presentation, 

A balance of some $84 million covers such items as installation of 
fixed communication facilities, nonrecurring major repair projects, 
departmental and field printing, and the expense of caring for the 
dead. 

As T indicated before, the maintenance job is not confined to the 
depots, it applies also to using organizations. Because of this and 
because of the complexity of our equipment, we have a very urgent 
requirement to carry on a technical training program. 

Senator ELttenper. When you say using organizations, what do 
you mean ? 

Colonel Frrepman. The bomb squadron, fighter squadron, et cetera. 


MATS SUPPORT 


Senator Etienper. Does MATS get its services from you? 
Colonel Frrepman. MATS is provided funds to operate and main- 
tain their organizations just as is the Strategic Air Command. 












1100 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


REIMBURSEMENTS TO MATS 


Senator E_Ltenper. What becomes of the proceeds that MATS 
obtains through charge for hauling freight, passengers, and anything 
else, abroad ? 

Colonel FrrepMan. They are reimbursable items. This is the same 
way as the Navy operates water transportation. 

Senator Exienper. You get part of your expense back from the 
Navy if you do work for it. The same thing with the Army. 

General Bocarr. Senator, may I make this clear ? 

We are not yet on an industrial fund operation for MATS. §o, 
actually, the Air Force is charged with the mission and we support 
MATS at the present time. The only reimbursement that we get 
is straight reimbursement for such things as the aircraft that we 
furnish to the military assistance program, transportation we provide 
for other Government agencies where reimbursement is specifically 
directed. 

Senator ELtenper. You mean other than the Navy and the Army? 

General Bocarr. That is right. We do not get reimbursement from 
the Navy and the Army at the present time on this. They pay for 
their own contract airlift and whatever we haul for them with MATS 
we fund for on the basis of the requirements they place upon us for 
the year. 

However, the reimbursements are in every case picked up as antici- 
pated reimbursements and used as a part of the program total which 
Colonel Friedman mentioned. 

Now, if we go on the industrial fund operation for MATS in fiscal 
year 1958, then MATS will be reimbursing the industrial fund for 
all hauling done for any of the services and it will operate as a revolv- 
ing fund operation. 

This is the question of the $100 million which was requested for 
transfer to the industrial fund to cover the capitalization or the 
initiation of this operation to give them the working capital they 
need to start with. 

The services will still have to have the funds in their annual appro- 
priations, of course, to reimburse MATS for that airlift. 

This is the thing, I just wanted to be sure you understood. We 
are not on that industrial fund operation yet. 

Senator ELtenper. If that operation is put into effect, of course, 
it will be necessary to provide the others, that is the other services, with 
funds for what they now get free? 

General Bocart. Yes, sir. 

Senator Exitenper. And yours can be reduced proportionately? 
Am I correct ? 

General Bogart. No, sir. There is airlift which we have funded 
for which has been placed upon us by the Joint Chiefs of Staff and 
we would continue to fund that. 

Senator ELLENpER. You would provide the money for that? 

General Bocarr. We would provide the money to the management 
fund. 

Senator ExLtenper. Suppose you get money from the Navy and 
you get money from the Army, and you get money from the other 


departments of Government. That, of course, is going to reduce the 
load. 
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Your expenditures would be thereby reduced ? 
General Bogart. No, sir; that would go into the industrial fund, 


you see. 
MATS OPERATION ON INDUSTRIAL FUND BASIS 


Senator ELLenper. Will MATS be operated through this fund? 
General Bocarr. Yes, sir. 

Senator ELLenper. And separate from your operation ? 

General Bocart. It will be entirely on an industrial fund basis, 


all right. 


LETTER FROM SOUTHERN AIR TRANSPORT, INC. 


Senator E.tenpver. Mr. Chairman, I wish to say that my reason 
for asking about MATS operations was that I have received a letter 
under date of May 28, 1957, from the Southern Air Transport, Inc., 
Florida. The letter is addressed to me. It states: 


We urge your support of a reduction in military spending for MATS where 
it is possible for civil air carriers to provide service. It has been proven 
many many times that the civilian air carriers can operate at less cost to 
the Government than the military airline operation. 

The attached sheet of statistics shows at a glance what has happened to 
the bulk of Government traffic once handled by civil air carriers. For the 
smaller carriers this additional business may mean the presence or absence of 
a civil airlift reserve fleet. 


That letter is signed. 

I ask that the table attached hereto be made a part of the statement. 

Senator Cuavez. I wish to insert a letter of similar nature. 

The letters will be included in the record at this point. 

(The letters referred to follow :) 

SOUTHERN AIR TRANSPORT, INC., 
Miami 48, Fla., May 31, 1957. 
Senator DENNIS CHAVEz, 
Senate Office Building, 
Washington, D. C. 

Sir: We urge your support of a reduction in military spending for MATS 
where it is possible for civil air carriers to provide service. It has been proven 
many times that the civilian air carriers can operate at less cost to the Govern- 
ment than the military airline operation. 

The attached sheet of statistics shows at a glance what has happened to the 
bulk of Government traffic once handled by civil air carriers. For the smaller 
earriers this additional business may mean the presence or absence of a Civil 
Airlift Reserve Fleet. 

Your untiring efforts in support of better government at less cost to the 
taxpayers are to be commended. 

Respectfully, 
STANLEY G. WILLIAMS, 
Secretary-Treasurer. 


JUNE 6, 1957. 
Mr. STANLEY G. WILLIAMS, 
Secretary-Treasurer, Southern Air Transport, Inc., Miami, Fla. 
DEAR Mr. WILLIAM: This will acknowledge receipt of your letter of May 31, 
1957, relative to use by civilian air carriers for Government transportation. 
As you may know, the Defense Department appropriation bill is at present 
being considered by the Defense Subcommittee of the Senate Appropriations 
Committee. During the consideration, I expect that there will be a discussion 
of this matter. At that time I shall keep the information contained in your 
letter in mind. 
Yours very sincerely, 
DENNIS CHAVEZ, 
United States Senator. 
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The record shows that in the period since 1951-55 MATS has approximately 
doubled the movement of passengers and cargo by aircraft under MATS ¢op. 
trol, but that during this same period civil air carriers carried a constantly 
declining actual number of passengers and tons of cargo. Percentagewise, 
viewed from the standpoint of the civil air carriers the drop was caté ustrophie, 
The table below gives the figures : 










Movement of traffic by all aircraft under MATS control 


NUMBER OF PASSENGERS 











Fiseal year Total Military Civilian Civilian 
carrier carrier percent 













1951 345, 822 216, 670 129, 152 37.3 

1952 435, 180 323, 145 112, 035 26.7 

1953 482, 054 380, 886 101, 168 20.9 

1954__ 488, 764 440, 359 $8, 405 9.9 

1955 625, 742 617, 100 8, 642 1 4 
Total. 2, 377, 562 1, 978, 160 399, 402 


TONS, CARGO, AND } 


















12, 918 3, 449 19, 469 30.9 
1952____ 76, 113 52, 862 23, 251 30.5 
1953___. 79, 103 59, 109 19, 994 | 25.3 
1954 85, 082 75, 173 9, 909 1.6 
1955 123, 808 120, 517 3, 291 27 


Tens 33+ Sis ieee 427, 024 | 351, 110 75, 914 | 









Source: Hearings before the subcommittee of the Committee on Appropriations, 
tives, on the Department of the 









House of Representa 
Air Force appropriations for 1957, 84th Cong., 2d sess., p. 1449. 





MEMORANDUM 










Senator Ex.tenper. General Bogart, I would suggest that you look 
at this table and those letters. If you desire to comment will you 
prepare a little memorandum that may be inserted in the record fol- 
lowing the introduction of these data ? 

General Bogart. Thank you very much, Senator Ellender. We 
will be happy to have the opportunity. 
(The information referred to appears on p. 1120.) 







TECHNICAL TRAINING 










Senator Cuavez. Proceed, Colonel. 

Colonel FriepmMan. I was about to discuss the requirement for tech- 
nical training and the fact that our O. and M. request included funds 
for this particular purpose. 

Three hundred ninety million dollars are required to finance all of 
the training programs. This includes the technical training require- 
ment, the financial support of the flying training program, the basic 
military training, professional training, Air Reserve and ROTC 
training, and the Air Force Academy cadet training. 

As an idea of the workload involved here, we have a technical 
training load of some 62,690 people and we will train better than 
5,000 pilots, including 494 Air National Guard pilots. 

We also will train some military assistance program pilots. 
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Navigator training will turn out 2,000 new navigators as well as 
10,299 advanced students. 


OPERATIONAL SUPPORT 


During fiscal 1958 we will operate 239 operational bases, 25 sepa- 
rate Air Force Reserve installations, and several thousand ancillary 
facilities. 

The cost to operate and maintain these facilities and the organi- 
zations located on them will amount to $1,317 million. 

Better than $1 billion is needed to finance the day-to-day operating 
expenses, including funds required to finance such activities as “air 
rotations and maneuvers” and the “Civil reserve air fleet.” 

The semiautomatic ground environment system (SAGE), DEW 
line and the White Alice systems are also financed from these funds. 

The installation of fixed communications and electronics to sup- 
port these systems will require $20.2 million. 


MEDICAL CARE 


The next requirement is for medical care. The Air Force con- 
siders the morale and welfare of its people right on top of its list for 
things that are essential to combat effectiveness and adequate medi- 
cal care is part and parcel of that goal. 

The Air Force appreciates the action take by the 84th Congress in 
enacting Public law 569, the Dependent Medical Care Act. We are 
asking for $128.5 million for medical support during fiscal year 1958. 

The amount requested includes $79 million to operate, maintain, and 
repair our medical treatment facilities. We need $41.4 million to 
care for Air Force personnel in medical facilities other than Air 
Force, and that includes civilian medical installations, and $8.1 mil- 
lion to finance medical training, to buy equipment for fixed facilities, 
and to cover medical administrative costs. 


COMMAND ADMINISTRATION 


These widespread and varied activities must be administered prop- 
erly to weld them into an effective combat organization. 

We will require $166.2 million to finance the operation of Head- 
quarters, United States Air Force, and its field extensions; some 15 
major command headquarters, 53 air attaché offices, and 15 air mission 
offices. 


CLASSIFIED ACTIVITIES 


The total amount includes $18.9 million to finance 2 classified activi- 
ties that are closely monitored at our headquarters and $6.3 million 
to defray certain current expenses which are subject to the approval 
of the Secretary of the Air Force. 

Our commercial communication circuitry falls into two categories. 
First, that required for air defense. 

Second, those communication networks associated with the stra- 
tegic communication systems. 

The requirement for air defense includes those for SAGE, the man- 
ual aircraft-control-and-warning system, and the Ground Observer 
Corps. It amounts to some $36.8 million. 


92576—57——70 
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The STRATCOM or strategic communication requirement amounts 
to $27.8 million, and includes such networks and circuits as the Stra- 
tegic Air Command communication system, the weather and flight 
service networks, the Security Service network, and the commercia] 
circuitry in Spain. 


REASONS FOR INCREASE OVER FISCAL YEAR 1957 


The Senator indicated that this was a considerable increase in our 
request for fiscal year 1958—over the amount provided in fiscal year 
1957. 

Senator Cuavez. Around $500 million. 

Colonel FrrepMan. Yes, sir. I think it is about $465 million, some- 
thing of that order. 

In order to explain these increases, I think that we ought to con- 
sider those elements which generate cost in the first instance. Those 
are the aircraft inventory by numbers and types; the numbers of 
flying hours; the real property we possess, its type and condition; the 
number and types of active Air Force and Air Force Reserve units 
and their deployment; the skill levels and availability of military and 
civilian personnel; and the level of activity of all programs. 

Sentaor ELtenver. None of that is used except to pay the operating 
expenses and maintenance. It has nothing to do with the payment 
of personnel ? 

Colonel Frrepman. It does apply to pay of the civilian personnel. 

Senator ELLENpeER. I mean those of the armed services you train? 

Colonel FrrepMan. No, sir; it does not include the pay of military 
personnel. 

ACTIVE INVENTORY 


Senator ExLLenper. I understood that the inventory was increased 
from, what is it, General Bogart, twenty or twenty-five thousand air- 
planes? 

General CaLtLaHan. The active inventory is about 21,000 airplanes 
right now. It will be about 20,000 at the end of fiscal 1958. 

Senator ELLtenper. You will have fewer planes, but you will have 
more training; is that it? 

Colonel Frrepman. The newer aircraft which are coming in are 
much more expensive to operate in terms of fuel and oil cost per flying 
hour. 

Senator ELLENpDER. You mean the jets? 

Colonel Frrepman. That is correct, sir. This would be tied then 
to the aircraft and the types of aircraft. 

And as I say, the activity in this instance being the flying hours 
themselves. 

REASONS FOR INCREASE 


Now, in looking at each one of these items I would like to make a 
comparison between fiscal year 1957 and 1958 in an attempt to broadly 
describe the reasons for the increase. 

First, we have some new items which were either not budgeted 
before or which were budgeted for only a portion of the year in fiscal 
year 1957. 

There are some $131 million of increase between 1957 and 1958 
which is attributable to these new items. 
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Senator Exitenper. Are those new facilities such as you showed us 
a while ago? 

Colonel Frrepman. No, sir; I can give the Senator some examples. 
One would be the civil-service retirement contribution. This in itself 
accounts for $79.2 million in fiseal year 1958. 

Senator E.tenper. That is 614 percent? 

Colonel FrrepMan. Yes, sir. Dependents medical care is another 
item which we only provided for for a half year in 1957, the act taking 
effect at midyear. 

Senator Cuavrez. What does that amount to? 

Colonel FrrepmMan. It is $28.5 million, sir. We also have the prob- 
Jem of resupply of our forces in the Far East, in Korea, to be exact. 
This represents a requirement for some $7 million. 

Senator ExLenper. What do you mean, our resupply? 

Colnel Frrepman. The Army used to provide support to us in Ko- 
rea. Since fiscal year 1956 they have been phasing down their activity 
in that area. 

Senator ELLENpeR. You mean as far as our own troops are con- 
cerned ¢ 

Colonel Frrenman. As far as Army troops are concerned. There- 
fore, the Air Force has to pick up the tab to provide for the services 
which we got as tenants when we were over there living with the 
Army. 

Also, we had an additional requirement for dollars in lieu of 
deutschemarks. That represents some $53.6 million. 

However, as you know, one of the reductions proposed by the House 
was to assume that the Air Force portion of the deutschemarks would 
be $21.9 million. 

The Air Force has foregone a reclama on that under the assumption 
this would take place. 

Senator ELtenper. You mean that the Germans would pay it? 

Colonel Friepman. Yes, sir. However, this is not firm and if that 
estimate does not hold reasonably close, then we would require supple- 
mental dollars to finance the program. 

Senator ELtenprr. If you keep on being soft they are not going to 
pay it. The fact that we are appropriating that money now is going 
to give them the idea maybe not to pay it. If it were left to me, I 
would strike it all out and make them pay it. 

Colonel Friepman. Sir, as I stated, we are not reclaiming the 
amount. However, it is one of the examples which come under the 
heading of new items. 

The other reason for increase is new facilities, the approximate 
value of military construction being completed and activated by the 
Air Force in each 12-month period is approximately $1,250 million. 


WHERRY AND CAPEHART HOUSING 


We must have funds to support this increase in our facilities—to 
maintain it properly. Also considered here is the fact that under the 
provisions of Public Law 1020, we will acquire and activate a consid- 
erable number of units of family quarters of Wherry housing and 
Capehart Title VIII housing. We require $16 million for the mainte- 
nance, operation, repair, and utilities:ecosts connected with this type 
of housing. : 
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Senator Ettenper. Is that not reimbursable to you by those who pay 
the rent? 

Colonel Frrepman. No, sir; not to the operation and maintenance 
account, Senator. The law provides that funds other than Operations 
and Maintenance will put these houses in order so to speak, before we 
acquire them. Once they are taken over as Air Force property, then 
our operating and maintenance funds would be required to support 
them. 

Senator Exrienper. Aren’t these houses to be used in lieu of money 
that you give our people for living quarters ? 

Colonel Frrepman. That is correct. 

Senator Eitenper. Why would that not take care of it / 

Why must you go down and dip into Operation and Maintenance for 
that purpose ? 

Colonel FrrepMan. Sir, the money which is collected for rentals is 
used to amortize the mortgages on those houses. 

Senator ELtenper. And not maintain them? 

Colonel Frrepman. No, sir; not maintain them. 

Senator ELttenper. That is a new one on me. 

Colonel Frrepman. They become quarters like appropriated fund 
housing, and Operation and Maintenance funds are required to main- 
tain them also. 

Senator E..enper. Is it that there is not enough allowances to cover 
the amortization as well as the repairs? 
DISPOSITION OF 


RENTAL ALLOWANCES 


General Bocartr. That is not the case, sir. The law provided we 
would take them over as public quarters and the rental allowances, 
which are collected from the people who occupy these, are put into a 
special fund which is administered by the Secretary of Defense. It 
is used to amortize the mortgages only, sir, and they can be amortized 
at the rate of 25 years or faster if the funds become available from the 
rental allowances to do that. 

Senator ELitenper. Is it that the allowance that is made available 
is not sufficient to amortize them and maintain them? 

General Bocarr. It would be sufficient to amortize them, but not to 
amortize and maintain. 

At any rate, the law does not provide for that. It provides for their 
being taken over as public quarters and maintained and operated as 
Government-owned quarters as soon as the mortgages have been as- 
sumed by the Department of Defense. 

Senator Exvienper. Then the allowances as you say go into that 
special fund ? 

General Bocarr. They go into the special fund. 


STATUS OF FUND 





Senator ELtLtenper: Could you give us an idea of what the status 
of that fund is as to -_ particular project 

General Bocart. i om t think I ean, sir. 

Senator ELLenper. I do not mean now, but for the record I would 
like to see how much more is collected than what is necessary to 
amortize the mortgages. 
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General Bocarr. Yes, sir; I think it is probably too early to get a 
feel for that because the program has just started, but we can give 
you the experience we have had to date. 

(The information referred to appears on p. 1121.) 

Senator ELLeNper. You have had the Wherry eee for some 
time. Is this the first attempt you have made to analyze it! 

General Bocart. Actually, we have only one project we are taking 
over on Wherry housing. Onc apehart we have the project at Abilene 
in operation and we have 10,000 other sets either on contract or being 
finished at the present time. 

You see, both projects are still in the starting stage. However, 
I will be glad to furnish what information there is with regard to the 
status of this fund at the present time, Senator Ellender. 

Senator E1renper. I was under the impression that the allowance 
would at least cover all expenses. 

General Bogart. Well, it is not provided for that way, sir; actually. 

Senator Ex.enper. I am in error, I presume, but that was my im- 
pression. 

INCREASED COST LEVELS 


Colonel Frrepman. The next cause of difference between our 1957 
and 1958 budget is the increased cost levels. A very good example here 
is the increase due to wage board actions. We estimate that there 
will be approximately a $30 million increase over and above the 
average salaries as we know them right now. 

I might give you an example. Thus far in 1957 there have been 
over 60 surveys approved granting increases affecting over 60,000 
Air Force employees. 

To show you how these grades have gone up, in fiscal year 1955 
the average salary paid was $4,017. 

In 1956 S this j increased to $4,383. 

Senator Eiienper. All those are Americans? 

Colonel Frrepman. Yes, sir. 

Senator Extenper. You do not hire any foreigners ? 

Colonel Frrepman. We do, but they are not included in these sal- 
ary increases. We do have contract labor with foreign governments 
and that is carried in this appropriation, but I am referring here to 
United States citizens. 

Senator ELLeNper. Have those wages increased any ? 

Colonel Frrepman. Yes, sir; they have. There have been like in- 
creases, not quite to this extent, but there have been increases in our 
contract labor. 

In any event, the 1955 level, Senator, was some $4,000 and that has 
gone up to $4,431, projected for 1958, and we foresee increases over 
and above this amount which are not provided for in the President’s 
budget. 

One of the largest areas of increased cost, which is not associated 
with the numbers of wings, is, I believe, as General Callahan stated 
yesterday, the expansion in our electronic ground environment. 


DEW LINE OPERATION 


The DEW line, as you know, is becoming completely operational at 
the end of this fiscal year. We will be carrying that for a full year 
in fiscal year 1958. 











1108 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


We are starting the western extension of the DEW line which will 
require additional operation and maintenance funds in fiscal year 
1958. | 

White Alice, which is the associated communication system in that 
area, will require additional funds for fiscal year 1958. 

It is this kind of thing which does not show in basic structure but 
which increases the requirement for operation and maintenance funds 
if we are going to keep them going. 

Senator Sauronsratt. Mr. Chairman, I am afraid I have to go 
upstairs. May I ask a few questions at thistime? 

Your operation is essentially what it says; it is to operate and 
maintain the Air Force as a going concern ? 

Colonel Frrepman. That is right. 


CIVILIAN PERSONNEL 


Senator Sarronstatyt. How many civilians do you have working 
for you now? 

Colonel FrrepMan. We are going down to a program end strength 
of 345,000, that is, we will enter fiscal year 1958 with 345,000 and 
we will end the fiscal year with 341,000. 

That is projected, sir; however, we would normally compute our 
budget on average numbers of employees. 

Senator SALronsTALL. How many uniformed men will you have? 

General Licon. Beginning fiscal year 1958 we will have 920,700, and 
at the end of the year, 925,000 military. 

Senator SatronsTaLL. You will increase your uniformed personnel 
by the end of the year? 

General Ligon. Yes, sir, by slightly less than 5,000. 


REDUCTION IN FLYING HOURS 


Senator SatronsTaty. You had a self-imposed reduction of some 
500,000 flying hours during the year. 

Colonel FrrepmMan. During this fiscal year, sir. After looking at 
our program and finding that due to these cost increases and unfore- 
seen items which we had to pick up during the year, it was determined 
that we should authorize our field commands, within the flexibility 
which General Asensio mentioned yesterday, to reduce flying hours to 
finance absolute minimum requirements as they found that to be 
necessary. 

Senator Cuavez. Is that more important than the proper training 
of the boy who is trying to be a pilot? 

Colonel FrrepMan. Sir, this was not a matter of selection on the 
basis of priority, but one on the basis of necessity. 

Actually, in order to remain within the legal requirements insofar 
as funds are concerned, this was one of the areas, about the only area, 
where we could get relief that late in the year. 

Senator Cuavez. That is relief as far as financing goes? 

Colonel FrrepmMan. That is correct, sir. 

Senator Cuavez. At the expense of the training of pilots? 

Colonel Frrepman. That is correct, sir. We gave this authority 
most reluctantly, I can assure you, sir. 
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REDUCTION FOR FLYING HOURS 


Senator SattonsTaLL. How much will the House reduce the num- 
ber of flying hours? 

Colonel Frrepman. About 500,000 hours. However, the point I 
want to bring out is that the Air Force had already made a reduction 

ainst the requirements as submitted by the field commanders of 
some $30 million. If we were to absorb the additional $32 million, 
this would represent a cut below what we would consider to be mini- 
mum requirements by some 1 million hours rather than the 500,000 
hours as it would appear on the surface. 

Senator SaLronsTaLy. You reduced it 500,000 hours and the House 
cut would make you reduce it another 500,000 hours ? 

Colonel FrrepMan. This would be the combined effect. 

Senator SavronsraLL. That comes about through reduced fuel 
availability ? 

Colonel FrrepMan. That is correct, sir. 

Senator SaLtonsraLL. How would that affect the training of the 

ople coming along? How long would that slow up their training? 

Colonel Frrepman. I do not know that you could answer this 
specifically, sir. If we were to have to absorb this 500,000 hours we 
would have to rerun the entire program to take it out of those areas 
which would do us the least harm. 

I hardly think that we would cut the requirement for input of 


our new pilots. 
AIR FORCE ACADEMY 


Senator SatronstaLt. Now, your new Air Force school out there 
in Denver, when will that come into operation ? 

Colonel Frrepman. The Air Academy, sir? 

Senator SaLronsTaLu. Yes. 

General CaLLAHaAn. The summer of 1958. 

Senator Sautronstati. That is not involved in this budget? 

General CaLLAHan. Yes, sir; there would be some funds in this 
budget, but they would be of a preliminary nature. Of course, the 
school itself is in operation at the present time at Denver and requires 
some of these funds for its operation. 

Senator Savronstatu. That is not to increase the cost in the next 
fiscal year ? 

General CaLLAuan. Just to the extent that the activities of the 
school in its location at Denver are concerned and to the extent that 
preliminary arrangements which require funds under this account at 
the new site at Colorado Springs are involved. 

Senator Cuavez. They are training now at Lowry. It is expected 
that the new plant at Colorado Springs will be ready for the first 
class to graduate in 1959? 

General CaLLtaHan. That is correct. This would require the Colo- 
rado Springs location to be put into operation in the sumer of 1958 
which would give that first class 1 year at the new site. 


AIRCRAFT INVENTORY 


Senator Satronsraui. Colonel Friedman, may I ask you another 
question. How many planes has the Air Force now? That is opera- 
tional and nonoperational. 
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General CaLLAHAN. Senator Saltonstall, we have an active Air 
Force inventory of about 21,000 aircraft. 

Senator SatronstaLt. How many of those will be in operation? 

General CaLtLnAHan. That is the total active inventory. I would 
prefer not to go into a breakdown of those numbers in open session, 
There is a small quantity of aircraft which are in an inactive status. 

Senator Sarronstaty. Are you going to operate more aircraft in 
1958 fiscal year than in 1957 fiscal year ? 

General CatiaHan. No, sir. The total number of aircraft which 
will be active in the Air Force will reduce from about 21,000 at the 


end of this fiscal year 1957 to about 20,000 at the end of fiscal year 
1958. 


COST OF MAINTENANCP OF PLANES 


Senator Sattonstaty. Now, the House cut your logistical support 
$45 million in round figures and the operational support $24 million. 
Are you going to maintain more planes? Is it going to be more 
expensive to maintain a fewer number of planes in 1958 than it was 
in 1957? 

General Catnanan. Yes, sir. Of course, there are many elements 
that go into a question of that nature. It is important to realize that 
we will be operating an increasing number of hours in jet aircraft 
with more complicated equipment, including extensive use of elec- 
tronics. The effect is that more man-hours will be required for 
maintenance and for repair than the aircraft we have been operating 
during the fiscal year 1957. 

Combination of the increasing cost for the actual operation as repre- 
sented by money for fuel and oil, and the increasing cost per average 
aircraft, for its maintenance and proper logistical support, gives you 
a net answer that the cost will be greater per aircraft operating hour 
during fiscal year 1958. 


GREATER NUMBER OF BASES 


Senator Sauronstatu. There is another factor, also, General. The 
Strategic Air Command wants to spread out and get more bases. 
The Air Force will be maintaining a greater number of bases, as 
Colonel Friedman points out. 

Now, will it cost more to maintain a greater number of airbases 
with your planes spread out more, or will that cost per base be cut 
down so that its cost will be about the same ? 

General Catnanan. Although we now plan to base the Strategic 
Air Command on bases we have, the action to spread or to disperse 
the aircraft into smaller packages inevitably carries with it an in- 
creased cost. We will, of course, to the extent that we can, plan our 
maintenance so that we will do it as economically as possible under 
these circumstances. 

STOCK FUND 


Senator Satronstatu. Now, the Air Force does not yet have a 
revolving stock fund. 

General Bogart. Yes, sir; we do have a stock fund. We have in 
that stock fund at the present time the Fuel aid Oil Division, Medi- 
cal-Dental Division, Clothing Division, General Supplies Division, 
and Commissary Division. 
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Senator Satronstaty. And nothing was taken from that procure- 
ment in the case of the Air Force? 

General Bogarr. No, sir; not from that. We had requested for 
the stock funds an additional $62 million of capital which was re- 
quested for transfer from the Army stock fund. However, that was 
intended to permit us to expand the operation of the General Supplies 
Division of the stock fund to base level, worldwide. 

We have run into accounting problems. We are not able to imple- 
ment that this year so we have withdrawn our request for the $62 
million. The House took no action. We have requested none in 


this case. 
COMMUNICATIONS LINES 


Senator Sa,tonsTaLL. Now, under “Operation and maintenance,” 
is it the responsibility of the Air Force, Colonel Friedman, to operate 
these lines for civilian defense, the telephone communications, for 
civilian defense ? 

Colonel Frrepman. Yes, sir; the leased-line communications are 
contained in this account. 

Senator Sautronstati. Did the House cut any of that? 

Colonel FrrepmMan. No, sir; they did not. 

Senator SautonstaLu. So that is not a problem, you have your 
whole estimate. 

Colonel Frrepman. That is correct, sir. 

Senator SaAttonsTAL.. Is that also true of your DEW line? 

Colonel Frrepman. There was no reduction on DEWline, sir. 


EFFECT OF HOUSE ACTION ON DEFENSE SUPPORT 


Senator SauronstTauu. So that the actual defense support, the main- 
tenance and operation of the defense support of our country, has not 
been altered in any way by the House figures? 

Colonel FrrepMan. Yes, they have, Senator. I would like to cor- 
rect the statement ; there were no specific reductions against the DEW 
line or the communications. 

There were, however, reductions such as travel. These have an 
effect, or could have an effect in this area. This is something we 
would have to sit down and reprogram. We would have to go to our 
commands to determine where, in the worldwide setup, we would 
actually make these cuts. 

We feel, however, that the amount contained in the President’s esti- 
mate was a minimum budget. We completely agree with the rationale 
of the House committee, insofar as the $31 million reduction is con- 
cerned, which we do not reclama, although we would much prefer to 
ask for total restoration. 

But one cannot argue against a solid position. 


REDUCTION IN TRAVEL FUNDS 


Senator SavrronstaLt. Let me ask you two more questions here. 
You have a travel item of almost $17 million undistributed. Can you 
give us a very brief explanation, in not more than a minute and a 
half, as to the basis on which the travel figures are made? 
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Colonel Frrepman. Yes, sir; I can do that. The $17 million ig 
reduction below an amount contained in this estimate of $147 million, 
This represents about 3 percent of our total budget cost. 

Now, the travel which we are talking about here is travel for 
specific students going to and from schools. It also covers itinerant 
chaplains and medical visits to our farflung aircraft contro] and warn. 
ing sites. 

It is tied also to specified rotation of our strategic and tactical air 
units between overseas and the Zone of the Interior. It is tied to 
specific programs for our gunnery training, and so forth. 

Then there is, to be perfectly honest, a certain percentage based on 
past experience, for a minimum of administrative travel. We would 
estimate that of the $147 million, between 10 and 15 percent could be 
considered as purely administrative. 

However, even here we feel that this represents a minimum require- 
ment if we are to get out and see how our people are doing and better 
ourselves by thus doing. 

Senator SAuronsTAuL. Is that travel based on experience ? 

Colonel Frizepman. In the administrative it is, sir. 

Senator SauronsTatL. I mean all your travel, the whole thing. 

Colonel FrrepMan. It is based on experience. However, except for 
administrative, it is tied to specific programs, sir. So many students 
going to and from school, as one example. 


APPLICATION OF RESTORED AMOUNTS 


Senator Sarronsratn. Let me ask you this: The House cut you 
$162.9 million. Assuming this committee was going to restore half 
of that amount—I do not say they are going to restore the whole or 
half or three-quarters—but assuming they restore half, would you have 
to reprogram your operation and maintenance? 

Would you presumably in the reprograming reduce all of these items 
a certain amount or would you give preference to aircraft, fuel and 
flying hours, which would seem to be the most important ? 

Colonel FrrepMan. We would have to sit down and for any given 
program base, determine how we would make the distribution. Since 
the reduction that is made here by the committee is within one appro- 
priation, we have the flexibility, this is exactly what we would do. 

I am not prepared to state exactly how we would distribute this 
between the accounts within the “Operation and maintenance” appro- 
priation. 

Senator Satronsrauu. In other words, the five things are so well 
tied together that they cannot be separated without a great deal of 
thought. 

Colonel FrrepMan. We certainly think so, sir. 

Senator SarronsTaty. It seems to me that this operation and main- 
tenance is even more important to you gentlemen than the procure- 
ment of aircraft if you actually had to choose between the two. The 
whole appropriation is to operate what you have. 

General CaLLaHANn. This is a question of having a combat-ready 


force today as compared to having a modern equipped force 2 and 3 
years later. 
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Senator SALTONSTALL. It is the same problem that we face year after 
year. It is of no use to procure new airplanes unless you have the 
men and the fuel to run them. 

General CatLanAn. That is right. 

Senator Cuavez. Now, Senator Flanders, let us proceed. 


MILITARY AIR TRANSPORT SERVICE 


Senator FLanpers. Mr. Chairman, I have become interested in 
some of the Hoover Commission reports that come within this particu- 
lar element of the budget. For instance, the operation of MATS. 
The report said that the military aircraft transport has been used to 
carry such things as cement, furniture, paper forms, and so forth. 

I can conceive of emergencies which would require that. I wonder 
how generally it is used for what we would consider as being suitable 
for commercial-freight transport. 

General Bogart. Senator Flanders, I think we can say insofar as the 
question of ee nonpriority cargo by MATS is concerned, of 
course, MATS hauls what the commands send to them under their 
tonnage allocation and what the services send. 

However, there has been a very intensive effort and there is a con- 
tinuing review of cargo shipped and I believe that for the last 2 
years we have had some very intensive surveys of just exactly that. 

Generally speaking, the results are extremely favorable. In other 
words, we are not hauling a great deal of nonpriority cargo except as 
filler cargo for the aircraft. Now, the cargo and the passengers that 
are hauled by MATS in peacetime, with the exception of those that 
are strictly on the rotation movements for Strategic Air Command 
or the practice maneuvers for the Strategic Air Command, of course, 
are all susceptible to commercial-cargo operations with the exception 
of certain weaponry that is hauled. 

However, the MATS requirement, the requirement for the size 
of MATS is established by the D-day requirement for military airlift 
and that is augmented by the Civil Reserve Air Fleet requirement 
which is established on the basis of the war plans. 

The hauling that is done by MATS in peacetime is simply an effort 
to utilize the airlift which is generated by the training of MATS in 
order to use economically this airlift which is generated only by a 
training requirement. 

The size of the fleet is set very carefully against the war plan 
requirements. 

enator Fianpers. A year or so ago, I was taken in a MATS 
plane—my recollection is that it was a MATS plane—from Bangkok 
to New Delhi. It was a strictly military organized plane. The 
seats were bucket seats. The windows were small. The seats faced 
the rear and no one would make a trip in that plane as a pleasure 
trip, seeking to get any pleasure out of the plane itself. 


MATS PASSENGER EQUIPPED PLANES 


It seemed to me that that was a reasonable arrangement for MATS 
operations. But how many planes have you that are plush outfits? 
I presume you know what I mean by a “plush” outfit ? 

Colonel Porrer. I am Colonel Potter from the Directorate of 
Plans, Deputy Chief of Staff, Operations. I do not believe I can 
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give you an exact figure as to how many passenger-equipped planes 
MATS has, but I would say that the aircraft they do have, and are 
so configured, are considered to be necessary in the peacetime per- 
formance of training for the wartime mission. 

The wartime mission for carrying cargo and passengers is divided 
between the 2, approximately 70 percent for cargo and 30 percent 
for passengers. 

The configuration of the fleet in peacetime corresponds to that war 
requirement roughly. 

(The information referred to appears on p. 1121.) 

Senator Frianpers. I have traveled both ways. I have traveled 
bucket seat and I have traveled plush. But it would seem to me that 
it would take quite a little time in the case of a sudden situation 
to transform the plush to the bucket seat. 

Colonel Porrer. Four hours is the figure I am given. 

Senator Fianpers. If it is 4 hours, Mr. Chairman, I have no 
criticism to make. It must be a very efficient transformation. 

General Bogart. Senator, these aircraft all have the heavy floor, 
they are heavy-duty-type aircraft. They are fitted for the passenger 
lift and can be converted in 4 hours to the cargo configuration, 
However, we do have a tremendous requirement for personnel move- 
ments in the first few hours of war and many of these aircraft are 
held in that configuration for the purpose. 

Senator Fianpers. I understand that earlier in this session the Sen- 
ator from Louisiana raised some question about the transfer of pas- 
sengers and cargo on MATS that would be more appropriately as- 
signed to commercial airlines, and he asked for certain information 
on that. 

Senator Exrienper. Yes, sir. And General Bogart promised to 
furnish it. 

Senator Franvers. Then I will not ask any questions with relation 
to that. 


ALLEGED HITCHHIKING ON MATS AIRCRAFT 


Now, we hear reports from time to time of unnecessary pleasure 
travelingon MATS. Do you have that under pretty close control? 

General Bocart. I do not think there is any unnecessary pleasure 
traveling on MATS, sir. Everyone who travels on MATS travels 
under orders and there is a great deal of temporary duty travel, but 
it is all under orders. There is also a movement of numbers of de- 
pendents back and forth to overseas stations by MATS, but that, again, 
is under orders. 

Senator Fianpers. I have traveled under orders and have been very 
grateful for the privilege, I might say. 

General Catianan. In order to fill that picture in, it should be stated 
that we have considerable travel that occurs through making space 
available to military personnel where an aircraft is going from one 
place to another. 

They are military personnel that are trying to get from here to 
there, perhaps to get home while they are on furlough and that sort of 
thing. We do make excess space available to them. 

Many times this is attributed to MATS whereas, in fact, the aircraft 
are not assigned to MATS at all. 
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Senator FLANpers. Now, are you assured in your own mind that in 
your planning for MATS you do not determine the size of your opera- 
tion, the number of planes and the trips on which they go, by this 
travel not under orders ? 

I put that negatively. I will put it positively. When you deter- 
mine the number of pl: ines for MATS and the trips they shall make, 
is there consciously or unconsciously some reckoning of the amount of 
this travel not under orders? 

General CALLAHAN. Senator Flanders, the number of aircraft that 
we have in the MATS fleet, as supplemented by the civil reserve air 
fleet, will only meet the wartime requirement. I believe that is an- 
swer to part | of your question. 

Senator Fianpers. That is right. 

General Catuanan. The sec ond part has to do with the amount of 
training that is done by MATS. The amount of air transport flying 
that MATS does and that is progr amed to be done is at a rate which 
we feel will provide us a safe basis in order that we may have the lift 
that is required under wartime operation. And this is assuming a 
capability for a substantial increase in the amount of flying to be 
done by those aircraft under emergency war conditions. 


TYPE OF PASSENGERS CARRIED 


Senator FLanpers. I believe the report to which I referred and 
about which our constituents continuously needle us, mentioned some 
figure like this, that the Department of Defense aircraft carried 
3,900, 000 passengers on orders and along with them went 4,784,000 
hitchhikers. 

This is in 1954, which is the period examined by the Commission. 
Do those figures sound reasonable to you and does the relative pro- 
portion of passengers on order and what is termed “hitchhikers” agree 
with your exper lence ? 

General Cattanan. Colonel Potter has greater familiarity with 
these figures than I have. 

Colonel Porrer. Without referring specifically to the figures for the 
moment, the Hoover Commission survey team which produced those 
figures visited certain MATS terminals. I believe they visited Dover 
and McGuire and the west coast terminal at San Francisco, Travis 
Air Force Base. 

In making their computations they looked at many aircraft which 
did not, belong to MATS. The only explanation that we can see for 
the vast difference between ordered travel and hitchhikers is that they 
counted people who rode on many airplanes other than MATS air- 
craft. 

I am not certain of what other stations within the United States 
were visited by the Hoover Commission in its survey but I am sure 
that there were a number of non-MATS stations considered. 

Therefore, we were able to document completely the fact that the 
passenger travel on MATS aircraft did not consist of a substantial 
number of hitchhikers and did consist almost entirely of ordered 
travel. 

Senator Fianpers. Do you have those figures available? 

Colonel Porrrr. I can supply them for the record. 
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Senator Fianprrs. Mr. Chairman, I would like to have them 
supplied. 

Senator Cuavez. Will you please supply them ‘ 

Colonel Porrer. Yes, sir. 

(The information referred to appears on p. 1121:) 

Sen: itor FLanpers. Of course, as you say, the colonel has just said, 
MATS does not include all the military air travel by any means. 
Some of the criticism that has come to us, we would have to go to 
the Army and to the Navy and to perhaps other sections of the Air 
Force besides MATS. 


AIRPLANE CRASH 





IN CANADA 


Now, there was not long ago an airplane lost with eight lives lost 
in training, an exceedingly expensive airplane. Now, was the use 
of that very expensive pl: ine required for the training? Or could 
you have used less expensive planes with some of the same character- 
istics? I presume these men already had been trained in ground 
trainers / 

General CaLLtanan. Senator Flanders, I am not sure that I have 
the incident identified. 

Senator FLanpers. This was the crash in Canada on the 10th of 
January. A scheduled aircrew standardization and proficiency flight 
mission. At an altitude of about 31,000 feet the copilot being flight 
tested flying in the left pilot seat, and the standardization instructor 
flying in the right seat briefed the copilot for the next maneuvers, 
an unusual altitude which was being tested, which consisted of placing 
the aircraft in a climb or descent in combination with the turn. 

Supposedly, while the flight maneuver may vary with model type 
and size, it is always to be in accordance with flight limitation pre- 
scribed. The aircraft was not to be placed intentionally in an unsafe 
or dangerous critical attitude. Was that a matter of improper instrue- 
tion, improper following of proper instructions, or is this type of 
training necessarily one which uses very expensive airplanes ? 

Can it be done with less expensive planes ? 

General CatLanan. These pilots would have had training in flight 
simulators on the ground. 

Senator FLanprrs. May I interrupt for a minute to say that I think 
that is a marvelous thing. I was out at Andrews Field one day look- 
ing at a pilot going through a test with information as to where 
the enemy plane was and w atched the flight of the two planes on the 
glass screens. 

The poor devil missed his enemy plane and was brought into landing 
and he landed 80 feet below the surface of the ground. 

General Cattanan. That certainly is the safest way to do that kind 
of landing. 

Senator FLanpers. There are one or two things about this in my 
mind. One was the using of a large and expensive plane and the 
other was the question as to whether they should have been in that 
plane maneuver at all. 
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NECESSITY TO TRAIN IN ACTUAL AIRCRAFT 


General CaLLanan. Senator, after properly administered training 
leading up to this particular point it is necessary that the crews be 
viven training in the actual aircraft which they are going to fly in. 

In this instance it was the B-52. So that it was nece essary to use 
that large and expensive aircraft for this type of training. It is part 
of the training for instrument flying because the bombardment mis- 
sion may have to be carried out at night or under all-weather condi- 
tions. It is therefore necessary for the crews to demonstrate that they 
are rapable of handling the aireraft in unusual positions or attitudes. 

Unfortunately, in the course of this tr aining, there was an operator 
error and the result was that we lost the aircraft. I think you would 
have to consider that this is the kind of result that occurs in spite of 
all our precautions. It is one that we endeavor to avoid to the very 
greatest extent we can. 

We do in the course of training with these large and expensive air- 
craft, as well as with all other types of aircraft, large or small, exercise 
all the possible care and caution that we can under the circumstances. 


SIZE OF MATS 


Senator FLanpers. General, you have answered a number of ques- 
tions that I had in my mind. 

When you say forthrightly that the size of MATS is determined by 
the need ‘for that number and type of planes for use at the outbreak 
of hostilities. That is, as I understand it, the only criterion you use, 
is that right? 

General CatLaAnan. That is correct. 


AVAILABILITY OF CIVIL AIRLINES IN EMERGENCY 


Senator FLanpers. Do you take into account all reserve, not merely 
in the civil reserve air fleet, but possible reserve in commercial lines? 

General CaLLanan. Yes, sir. 

Senator FLanpers. You would be prepared to commandeer them, 
would you not? 

General CaLLaHAn. We do take into account the availability of the 
civil airlines. However, this particular criterion is established by 
the need for over-the-ocean flights calling for four-engine aircraft. 
In other words, for large types of air transports we draw upon the 
civil airlines in the order of 350 four-engine aircraft to meet our re- 
quirements for the Civil Reserve Air Fleet. 

Senator Cuevez. Can you commandeer the civilian aircraft in case 
of emergency for war? 

Genera al CALLAHAN. I would assume, Mr. Chairman, that that would 
be a possibility even though it was not done, to my knowledge, during 
World War II. However, in this particular instance these aircraft 
are modified so that they w ill have the proper kind of equipment, par- 
ticularly communications equipment, on board in order to be usable 
under conditions of war. These aircraft are planned and modified 
against this emergency war requirement for strategic airlift. 

“Senator Fuanpers. I think those are all the questions I had, Mr. 
Chairman. Thank you. 
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Senator Cuavez. I think you were through with your statement, 
Colonel ? 

Colonel Frrepman. That is correct. I would like to indicate that 
we are reclamaing the amount of $132 million, sir. 

We feel that this restoration is absolutely essential to maintain 
balanced program. 



































SITUATION IN REGARD TO C—132’S AND C—133’s 


(See p. 343.) 





Senator Cuavez. The following answers to questions submitted 
by Senator Symington have been received and will be inserted in the 
record. 

(The information referred to follows:) 


SECRETARY QUARLES RE C-—132’s AND C—133’s 


Senator Symrnoton. * * * Does not this proposed budget show there will be 
no real modernization of the MATS fleet? 

Secretary QuaRLEs. In terms of new procurement of aircraft that is true. 

Senator SyminctTon. Is it not true that the C—132’s and C—133’s with the longer 
range cargo transports is expected to decrease time and mileage costs and also 
to enable us to be less dependent on the more vulnerable foreign bases? 

Secretary QuarR.LeEs. * * * The C—132 has been canceled, and to the extent 
that it would have added a very large transport for this capability, we are losing it. 

Senator Symineton. You wrote on April 1: ‘A decision has been reached to 
terminate the C—132 program.” 

As I read your letter you implied it was being done for fiscal reasons, which 
inasmuch as you have put over 90 million in it presumably is right. 

You downgraded it based on the need for other things? 

Secretary QuaRLEs. That is right. 

Senator Syminatron. You added, however, that the Air Force transport mission 
ean be fulfilled with C—130’s and C—133 aircraft which are in production, and by 
extending the life of our present transport fleet. 

How many C-—133’s have been produced to date? 

Secretary Quar.es. As I mentioned, 35 have been ordered. The deliveries 
to date are 5 and the others are on scheduled deliveries. 

Senator Syminetron. And how many did you request of the 133’s in the fiscal 
year 1958 budget submission to the Secretary of Defense? 

Secretary QuaRLEs. Twelve were put in over and above the 35 taken out. 

Senator Symineton. And how many C-—133’s are provided for in the fiscal year 
1958 t udget as presented by the President to the Congress? 

Secretary QuaRr.LeEs. None for new procurement. 
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DEPARTMENT OF THE AIR ForRcE 
(See p. 1070) 


COMPARISON OF OBLIGATIONAL ACTIVITY FOR FIRST QUARTER OF FISCAL YEARS 
1954-57 PROCUREMENT OTHER THAN AIRCRAFT APPROPRIATION 


{Millions of dollars] 





nem 
Gross obligations for lst quarter: 
Current-year program 
Prior-year programs 
Total gross obligations, lst quarter 
Deobligational activity: 
Pursuant to sec. 1311 
Other deobligations 
Total deobligations. 


Net Air Force obligations (gross obligations less deobliga- 15.3 


DEPARTMENT OF THE AIR FORCE 
(See p. 1070) 
COMPARISON OF OBLIGATIONAL ACTIVITY FOR FIRST QUARTER OF FISCAL YEARS 
1954-57 AIRCRAFT AND RELATED PROCUREMENT APPROPRIATION 
{Millions of dollars] 


1956 
Gross obligations for Ist quarter: 


Current-year program ‘ ; $518.0 $682.8 | $1, 372.5 
Prior-year programs wainaale ; 600. 5 506.0 1, 030. 6 


Total gross obligations, 1st quarter- .--- J ‘ 1,118.5 | 1,188.8 2, 403. 1 





Deobligational activity: 
Pursuant to sec. 1311 
Other deobligations 


Total deobligations 


Net Air Force eo ations (gross obligations less deobliga- 
tions) 


DEPARTMENT OF THE AIR FORCE 
(See p. 1088) 
USE OF PRESIDENT’S HELICOPTER 


To date the President has not flown in the helicopter. We are presently en- 
gaged in formulating operational procedures, crew orientation in this area, and in 
other matters pertaining to flight safety. 

The helicopters were accepted from Bell Corp. at Fort Worth, Tex., March 29, 
1957, and were ferried to Olmstead Air Force Base for acceptance check and in- 
spections, arriving April 4, 1957. The aircraft were flown to Washington on May 
1, 1957 

To date, the aircraft have flown approximately 53 hours, including participation 
in 4 Opal exercises (civil defense evacuation plan of key Government personnel). 

One official mission has been flown carrying Secretary Douglas and Assistant 


Secretary Sharp from Washington National Airport to Andrews Air Force Base on 
Armed Forces Day. 


92576—57—_—-71 
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DEPARTMENT OF THE AIR FORCE 
(See p. 1102) 
MATS SERVICE 


MATS exists because there is a requirement for a hard-core airlift capability 
which is a direct integral part of the entire military structure. Its fleet must be 
maintained at sufficient size to provide the capability required to meet war plans 
as established by the Joint Chiefs of Staff. Under its wartime mission directiye 
MATS has definitive responsibilities on D-day and thereafter that are not assign- 
able to the civil reserve air fleet. 

The military air transport fleet must be immediately ready to support those 
combat operations which must be initiated at the very outset of war. It is the 
only source from which to draw the airlift upon which the success of initial combat 
operations depend. There can be no after-the-fact mobilization and training for 
the carrying out of MATS war missions. 

In order to maintain its efficiency, MATS must continuously exercise its fleet 
and training of manpower over its worldwide route system. The hours of opera. 
tion of aircraft in this exercise must be at that level which assures proficiency of 
flight crews and attendant personnel, and provides a rapid stepup to that utiliza. 
tion rate required of the aircraft in wartime. 

The cost of the essential peacetime functions is in fact a virtual constant recur. 
ring cost to be borne whether or not traffic is carried in the aircraft. It is evident 
however, that useful employment of the airlift generated by these operations is a 
bonus which must be accepted in the interest of economy and good management 
principles. By the same token, the use of civil air carriers to provide lift while 
any portion of the military capability remains unused would be a wasteful expendi- 
ture of the taxpayers’ dollar. 

The chart attached to the basic letter relates only to contract and charter 
services operating for MATS. The percentages clearly depict the relativity of 
commercial airlift to and following the Korean conflict. At the outbreak of the 
Korean affair, MATS’ operational fleet was at a low ebb. Many of its four- 
engine transports were on lease to civil carriers. Personnel spaces had been cut 
back. Those aircraft actively in MATS’ fleet at that time were being utilized 
at a rate which failed to permit that increase in the utilization rate demanded by 
even this localized action. For these reasons a substantial number of civil air 
carriers were called upon to provide supplementary lift. Following the truce 
negotiations the civil airlift was phased out in consonance with declining require- 
ments. 

The two tables at the end of this insert show a gradual increase in the amount of 
military traffic carried by civil air carriers since the low point of 1955. This 
participation from a financial standpoint provides a very substantial peacetime 
byproduct income for commercial carriers. It should also be pointed out that 
during the period from 1951 through 1955 the scheduled commercial revenue 
an miles increased from 13,201 million in 1951 to 24,328 million in 1955. 

uring the same period scheduled commercial cargo revenue ton miles rose from 
216 million to over 326 million. 

The civil reserve air fleet is comprised of transports owned by civil air carriers 
who are primarily engaged in the development of commercial air traffic and do 
not rely on military traffic in whole or in part. The Air Force feels that on its 
current basis, the civil reserve air fleet will be maintained at the desired level. 


TABLE 1.—Commercial portion of MATS traffic 


























| 
| Passengers Tons cargo mail Total tons 
| 
| Dollar Number |Percent| Percent} Percent 
| volume | of pas- of | Num- of Num- of 
| | sengers | MATS| ber | MATS| ber | MATS 
total | tons | total | tons | total 
| tons 
a ye ek | ithe See eee 
| | 
Fiscal year 1955..........--...--------- | $5,641,605 | 8,642| 1.4 | 3, 291 | 2.6] 4,251; 22 
Fiscal year 1956 !___ icemesamanneee at | 42,916,848 | 148, 595 17.0 | 15,092 9.1 | 31, 289 | 12.0 
Fiscal year 1957 (July-January) in- | | 
atiraciccdscuuenpuesmucetannes | 23, 867, 272 111, 875 | 19.1 | 8, 916 9.2 | 19,997 12.4 





1 The fiscal year 1956 passenger figures do not include Army passengers airlifted by commercial carriers 
under Army contracts prior to October 1956, when the Air Force began contracting for Army lift. This 
would increase the number of passengers from 148,595 to 156,987. Correspondingly, the percentage of pas- 
sengers carried by commercial carriers is increased from 17 to 17.9 percent. 











DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1121 


TaBLE 2.—Commercial air transportation procured by military departments, fiscal 
year 1951 to fiscal year 1957 (1st half) 


Fens demesne 
Fiscal year Air Force | Army Navy Total 


$20, 012, 029 $7, 997,452 | $103, 495, 481 
121, 337, 813 
147, 754, 553 


100, 
170, 575, 913 
104, 722, 344 





DEPARTMENT OF THE AIR ForRCE 
(See p. 1107) 
WHERRY HOUSING PROJECT 


The only Wherry housing project acquired by the Air Force to date consists of 
800 family-housing units at Chanute Air Force Base, Ill., which have been as- 
signed as public quarters. The estimated quarters allowances to be withheld 
through fiscal year 1958 from personnel occupying these units will be approxi- 
mately $934,000. The amortization costs through June 30, 1958, are estimated 
at $463,000, leaving an excess of $471,000. This excess will be applied during 
fiscal year 1958 for payment of sponsor’s equity, acquisition of related property, 
and for alteration, improvement, and repair necessary to bring the Wherry 
housing units up to a designated standard of physical condition. In addition, 
it is estimated that approximately $3.3 million will have to be advanced to the 
Air Force from the revolving-fund account during fiscal year 1958 for payment of 
these costs as authorized by Public Law 1020. This law specifically excludes the 
payment for operation and maintenance from the revolving-fund account. 


DEPARTMENT OF THE AIR FORCE 
(See p. 1114) 
MATS EQUIPMENT 


Aircraft in the MATS transport fleet, except for the special air mission fleet, 
are not termed strictly passenger aircraft from the standpoint of MATS operating 
missions. MATS transport aircraft are configurated to permit their being readily 
convertible to engage in passenger, cargo, or air-evacuation missions as required. 

The special mission fleet consists of 3 C-—118’s; 8 C—121’s; and 15 C—131’s. 
These aircraft, configurated for strictly passenger service, operate on a mission- 
flight basis as directed by the Chief of Staff, Air Force, and for use by the Presi- 
dent and other high-ranking Government officials. 

The type of seating used in MATS military-mission aircraft for airlifting passen- 
gers ranges from high-density seats (Weber seats) to a conventional, commercial- 
type seat. The Weber seat is not the old World War II bucket seat, but a rear- 
facing, upright seat with back support. 

The following four-engine aircraft are equipped with passenger seating for 
operation in the Atlantic and Pacific areas: 79 C—118’s, 45 C-—97’s, 32 C-121’s, 
12 R6D’s, 28 R7V’s. 

These air transports may depart from the United States for Europe with a full 
load of cargo. For its return flight, one of the same aircraft may be converted to 
carry passengers, or a split load of cargo and passengers, or it may return as an 
air evacuation with a load of medical patients. 


DEPARTMENT OF THE AIR FORCE 
(See p. 1116) 


MATS PASSENGERS 


During the period examined by the Hoover Commission survey team, which 
was the month of July 1954, MATS carried 8,636 passengers domestically and 
39,469 passengers internationally, fer a total of 48,105. For the fiscal year 1955, 
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MATS carried a total of 625,742 domestic and foreign passengers, or an average 
of 52,145 per month. The Air Force manifests do not reflect those passengers 
who travel under the “‘hitch-hike’’ category. Also, the Hoover survey included 
visits at installations other than those of MATS and counted people who rode 
on military aircraft other than those in MATS. 


Senator Cuavez. Well, we will stand adjourned now until tomorrow 
morning at 10 o’clock. 


(Whereupon, at 4:30 p. m., Thursday, June 13, 1957, the hearing 
was recessed, to reconvene at 10 a. m., Friday, June 14, 1957.) 
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FRIDAY, JUNE 14, 1957 


Unitep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, room F-39, 
the Capitol, Hon. Dennis Chavez (chairman of the subcommittee) 
presiding. 

Present: Senators Chavez, Robertson, Saltonstall, Thye, and 
Symington. 


DEPARTMENT OF THE AIR FORCE 


MILITARY PERSONNEL 


STATEMENTS OF BRIG. GEN, ELVIN S. LIGON, JR., DIRECTOR OF 
PERSONNEL PLANNING, DEPUTY CHIEF OF STAFF, PERSON- 
NEL; COL. ROBERT J. FRIEDMAN, DEPUTY DIRECTOR OF 
BUDGET, DEPUTY CHIEF OF STAFF, COMPTROLLER, AND 
MAJ. GEN. ROBERT S. MOORE, OFFICE OF ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


PREPARED STATEMENT 


Senator Cuavez. The committee will come to order. 

This morning we are going to take up the item of ‘‘Military personnel, 
Air Force.”’ The budget estimate is $3,840 million. The House action 
was $3,801,600,000, or a minus of $38,400,000. Restoration of that 
amount is requested. 

General Ligon, have you a statement? 

General Ligon. Mr. Chairman, I have a prepared statement which 
I would like to submit for the record, if you so desire. Also, in 
addition, I have an explanation of fiscal highlights which is the same 
as that included in the House report. This shows the reasons for the 
changes between fiscal 1957 and fiscal 1958. 

Senator CHavez. You may insert your prepared statement and the 
program and financing statement in the record and then highlight 
them for the committee. 

(The statements referred to follow:) 
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Minirary PERSONNEL, DEPARTMENT OF THE AIR FORCE 


Program and financing 








a 
| 


| Actual, 1956 | Estimate, 1957 | Estimate, 1953 

























i | 
Program by activities: 

ae Oe INO, oo acc emc cnn dcnsaccubabaees | $3, 283, 865, 887 | $3, 250, 461,000 | $3, 332, 256, 009 

Ty er NE oo conde nnddcaahannciounedan 1 74, 669, 000 73, 536, 000 69, 586, 000 

3. Subsistence in kind ---.-....- sdvennpia seeeCewaetaas 150, 058, 717 159, 171, 000 160, 517, 000 

4. Movements, permanent change or station--------| 203, 806, 271 209, 553, 400 227, 101, 000 

| ee ee ee ee 4, 994, 000 5, 389, 000 50, 540, 000 

NE RD oko cisiine waieinnnwkimdangnasine uae | 3,717, 393,875 | 3, 698, 110, 400 3, 840, 000, 000 
Financing: Comparative transfers from (—) other 

PER cccinadvenocweacsctaacnnceoac secured —8, 643, 875 | —7, 770,400 |........ss5cnee 

IR ks acca Nnacagaxsocteausuasnetan 3, 708, 750,000 | 3, 690,340,000 | — 3, 840, 000, 009 











STATEMENT OF Bric. GEN. Evin 8S. Ligon, Jr., Drrector or PERSONNEL 
PLANNING, Deputy CHIEF OF STAFF, PERSONNEL 





BRIEF BIOGRAPHICAL SKETCH OF 


Born January 9, 1911, Fork Union, Va. Attended the University of 
Richmond, 1928-30. Graduated from the United States Military 
Academy in 1934 and the Air Corps Advanced Flying School in 1935. 
His first assignment was to the 19th Bomb Group. In 1939 graduated 
from the Air Corps Maintenance Engineering School. In the early 
part of World War II he was assigned to the Technical Training Com- 
mand Headquarters and was responsible for operations and training 
activities. During the latter part of the war he commanded a B—24 
group of the 8th Air Force in England. After the war he served as an 
observer at the atomic-bomb test at Bikini; had assignments in Intelli- 
gence and Materiel with the commander in chief, Alaska, and the 
Alaskan Air Command. Subsequently he served as Director of the 
Academic Staff, Air War College. For 2 years he was assigned to the 
Directorate of Plans, Deputy Chief of Staff, Operations, Headquarters 
United States Air Foree; in December 1955 was appointed Deputy 
Director, Directorate of Personnel Planning. In September 1956 he 
was named Director of Personnel Planning, Deputy Chief of Staff, 
Personnel, Headquarters United States Air Force. Decorations include 
the Legion of Merit, Distinguished Flying Cross, Air Medal, and Croix 
de Guerre. Service schools attended include: Command course of the 
Command and General Staff School (Fort Leavenworth), Air War 
College, National War College. 


WITNESS 






























Mr. Chairman and members of the committee, the Air Force military personnel 
program for fiscal year 1958 provides for a beginning strength of 920,700, and an 
ending strength of 925,000 resulting in an average strength of 921,000. Funds 
required to pay, feed, clothe, and move Air Force personnel based on this program 
are estimated at $3,840 million. Considering the current manpower restrictions, 
the Air Force must realize a higher degree of quality, maturity; and stability in its 
military personnel force in fiscal year 1958 to be able to accomplish the established 
missions. 





HIGHLIGHTS OF THE AIR FORCE MILITARY PERSONNEL PROGRAM 





In order to provide an appreciation of this large and complex military personnel 
program I will summarize the current most significant aspects. 











Retention 


The Congress is well aware that the most critical problem continues to be the 
retention of military personnel who possess the vitally essential technical skills. 
The Secretary of the Air Force and the Chief of Staff have pointed out that 
retention of skilled personnel is the most serious current problem confronting the 
Air Force. We are witnessing the advent of a whole new array of weapons which 
is changing the power potential of armed forces beyond ready comprehension. 
The complexity of the continually higher performance air weapons imposes even 
greater physical and mental demands on military personnel. 
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The concept of military forces ‘‘in being’’ at the outbreak of war has become 
more vital today than ever before. This has a direct and most significant bearing 
on the availability of sufficient technically skilled personnel and the long lead 
time required to attain required technical proficiency. We know that a devastat- 
ing attack can be made directly on our Nation. Retaliation must be immediate 
and effective. There will be no time for a buildup. All evidence points to the 
probability that the next war will be decided by the military force in existence at 
the time war begins. Today, however, the highly skilled officers and airmen, on 
whom combat capability is most dependent, are leaving the service in large 
numbers for more attractive careers in civilian life. 

The Congress has certainly recognized the importance of retaining personnel 
in the services by enacting beneficial legislation in recent years to improve the 
status of all military personnel and their dependents. 


Retention of airmen 


Combat capability depends on experienced personnel with more than 4 years 
of service. However, 65 percent of our airmen are in their first enlistment period, 
and of the remaining 35 percent, less than one-half have more than 10 years of 
service. The heart of our retention problem is obviously to reenlist a larger 
number of first-termers. 

We are continuing our vigorous efforts to interest these first-term airmen in 
an Air Force career. Our initial effort is to assure that ‘“‘an airman starts to be 
reenlisted the first day he enters the Air Force.”’ The Air Force policy of permit- 
ting qualified airmen to be discharged and reenlisted upon completion of half of 
their enlistment term has been an important factor in the increased stability of the 
force. For example, almost 31,000 airmen in fiscal year 1957 are expected to take 
advantage of the reenlistment bonuses available under this plan. Experience 
shows that more than 90 percent of these airmen will elect the 6-year contract. 

Former airmen, possessing scarce skills, are encouraged to return without loss 
in grade after separation for periods up to 12 months. To assure an acceptable 
quality of reenlistees, airmen who have not progressed beyond a minimum skill 
or grade, who do not have minimum aptitudes or who have not demonstrated 
minimum effectiveness, are not reenlisted. Those airmen in surplus career fields, 
who have the aptitude and are otherwise eligible to reenlist are reenlisted only if 
they undergo technical training in scarce-category skills. 

These concerted efforts have borne fruit. The overall reenlistment rates are 
improving. In fiscal year 1957 we will experience a reenlistment rate of 41.3 per- 
cent for those airmen whose terms of enlistment will normally expire in that year. 
These overall reenlistment rates are, however, dangerously deceptive. Whereas 
our airmen in the least technical skills are reenlisting in the largest numbers, we 
are still losing the bulk of our technically trained men. 

To more clearly pinpoint this problem, we have classified all airmen jobs into 
six general skill categories. On the basis of current Air Force missions and organi- 
zation, the requirements of our airmen force by these skill categories are as follows: 


Percent | Airmen 





NR icin acs nkukcwade 22 171, 218 
Mechanics and repairmen 29 225, 697 
Other technical___- a aikacaaae s 62, 261 
Administrative and clerical_.........._-- : 22 171, 218 


eh el aa 7 54, 479 
Services and miscellaneous 12 93, 392 


I hac obi danciidimisn edn dnsScsccuauhas lees ceanel eee erasees Dae eet e ae 100 778, 265 





Experience shows that substantially fewer airmen reenlist in the high-training- 
cost technical skills. These are the airmen who are vitally necessary to assure 
combat effectiveness. In order to attain the necessary balance of skills shown 
above, the Air Force must realize very much higher reenlistment rates for airmen 
in the highly skilled categories. 

We are keenly aware of the staggering drain on the Nation’s economy resulting 
from this expensive, unproductive turnover of military personnel. The Air 
Force now procures, trains, and then loses the bulk of our technician personnel 
every few years. For example, in fiscal year 1957 we expect to lose about 81,000 
first-termers. This represents a loss of about $1,215 million worth of know-how, 
which in turn requires that we place in training an equivalent number of new first- 
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termers. Under the present incentive system, these new airmen can be expected 
to follow the same pattern upon expiration of their 4-year enlistments. 

The aggressive actions taken by the Congress and the Air Force have been par. 
tially successful, but it is apparent that the time has arrived for the application of 
differential incentives to motivate the personnel in the critical skill areas to ye. 
main in the Air Force. 


Retention of officers 


Our officer losses have averaged over 14,000 for each of the last 2 years. It jg 
estimated that these losses will continue at the rate of 14,000 each year in fiseg) 
years 1957 and 1958. The majority of losses involve young officers serving the 
minimum 3-year tour of duty. With only 1 out of every 10 nonrated and 4 out 
of every 10 rated officers requesting to remain on active duty, very little selectivity 
can be exercised to meet either qualitative or numerical requirements. 

We must have officers with a high level of education and aptitude who can ij] 
the essential positions and become effective leaders, managers and specialists, 
For example, we need scientists and engineers who can form an effective cadre 
of high-quality technical officers to plan and direct our research and development 
programs. The young pilots, so critically needed today, must be capable of meet- 
ing the increasing demands of our complex, high-performance aircraft and algo 
be capable of assuming command and staff responsibilities. 

Continued aggressive action is being taken at all levels of command to motivate 
officers to remain in the service. Surveys are periodically taken to ascertain the 
reasons for officers leaving the service. These surveys form the basis for speeifie 
actions to be taken within the capability of the Air Force to minimize the number 
of separations. The latest sample survey of noncareer officers shows that only 
23 percent of the rated officers intend to stay in the service. The situation is 
even more critical with nonrated officers, only 7 percent of whom intend to stay 
in the service. These alarming losses are predominately in the ranks of the young 
college-trained officers. These men find little difficulty in obtaining gainful em- 
ployment in a thriving civilian economy. Due to these excessive officer losses, 
we realize very little from our large investment in time and training costs. For 
example, the training cost for an AFROTC pilot through basic and advanced 
training is about $108,000. Based on this cost and our estimated losses, we will 
lose a Government investment of about $721 million over the next 4-year period, 
because we cannot offer these officers sufficient career incentives. 


Conclusions regarding retention 


It has become apparent that the previous beneficial actions by the Congress 
and the administrative actions by the Air Force have not satisfactorily resolved 
this retention problem. Since retention of skilled military personnel is also such 
a crucial problem for the other armed services, exhaustive studies have been 
conducted by the Department of Defense to explore and develop effective solu- 
tions. The Cordiner Committee survey and analysis, under the supervision of 
the Department of Defense, concluded that it is now necessary to readjust the 
present pay system and provide more realistic incentives for officers and airmen 
based on technical proficiency, experience and level of responsibility. 

The Air Force completely supports the committee’s recommendations. Ex- 
perience conclusively shows that remuneration must be designed to more realis- 
tically compensate for technical proficiency and responsibility. As a concrete 
example, the Medical and Dentral Officers’ Incentive Act, passed last year, has 
produced immediate and positive results in improved retention. 


PERMANENT CHANGE OF STATION TRAVEL 





The Congress has also indicated specific interest regarding actions to economize 
in our permanent change of station (PCS) travel program. The reduction of 
PCS moves continues to be an important Air Force objective. By aggressive 
action the number of PCS moves in fiscal year 1956 was reduced 8 percent from 
the original program. In fiscal year 1957 further substantial reductions have 
been made, and the fiscal year 1958 program provides for 70,000 fewer moves than 
are currently estimated to be made in fiscal year 1957. In addition to numerous 
administrative actions to stabilize tours of duty and reduce the number of moves, 
we have explored other feasible methods to economize travel costs and achieve 
maximum utilization of personnel. For example, the unproductive travel time 
has been cut in half by increased use of airlift. The substantial number of man- 
years normally lost by use of slow surface transport can now be converted to 
effective on-the-job duty. 
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FISCAL YEAR 1958 MILITARY PERSONNEL PROGRAM 


The funds requested in this fiscal year 1958 appropriation will provide the 
following programs for officers, airmen, and cadets. 

The beginning strength for officers in fiscal year 1958 is 142,500. We are 
programing a net gain of 1,000 officers. The average officer strength will be 
42,655. 

: There will be 774,890 airmen at the beginning of fiscal year 1958. A net in- 
crease of 3,375 will result in an ending strength of 778,265. The average airmen 
strength in fiscal year 1958 will be 775,599. 

We will have 510 cadets at the Air Force Academy at the start of fiscal year 
1958. After the third class enters the Academy this summer the average strength 
will be increased to 778 cadets. Our aviation cadet program provides for a begin- 
ning strength of 2,800 in fiscal year 1958. With a net loss of 325 we will have an 
average strength of 2,381 aviation cadets in fiscal year 1958. 


HOUSE ACTION ON THE FISCAL YEAR 1958 APPROPRIATION REQUEST 


A reduction of $38,400,000 in the fiscal year 1958 military personnel appropri- 
ation was approved by the House. The austerity already incorporated in the 
Air Force military personnel program for fiscal year 1958 provides no latitude for 
absorbing this reduction. Virtually all of the military personnel costs are fixed 
by statutory rates and are directly influenced by increased longevity and depend- 
ency entitlements inevitable in the year-to-year increased maturity of the pro- 
gramed force. In order to absorb the House cut the Air Force would have to 
immediately institute reduction-in-force action and lower force goals resulting in 
a dilution of combat capability. The Air Force has submitted reclama state- 
ments to the Senate outlining in more detail the effects of this House reduction. 


CONCLUSION 


In concluding this general statement, I wish to stress the underlying basic 
concept that “airpower means people.’”’ We must not undervalue the continu- 
ing vital importance of the human factor, in connection with the almost miracu- 
lous advances in the technology of warfare. Modern airpower demands greater 
quality and higher proficiency—requirements which can only be met by making 
eareers in the Air Force more attractive to the young men of America. The Air 
Force will continue in fiscal year 1958 to exploit every possible means of efficiently 
implementing the military personnel program toward the realization of the maxi- 
mum airpower capability required in these critical times. This concludes my 
statement, Mr. Chairman. 


RESTORATION REQUEST 


General Ligon. Mr. Chairman, the Air Force has presented the 
reclama for the restoration of the entire $38,400,000 which the House 
cut from our initia! request. 

As indicated, this is a 1 percent cut and the cut was undistributed 
as to budget projects. 

I would like to mention a small number of items which I think are 
pertinent in support of our request for restoration, 

Senator Cuavez. Yes, but before you do that, will you briefly state 
what you have in mind when you are discussing military personnel? 

General Licon. Yes, sir. 


AIR FORCE MILITARY STRENGTH 


The Air Force military personnel program for fiscal 1958, Mr. Chair- 
man, provides for a beginning strength of 920,700 military personnel, 
with an ending strength of 925,000 resulting in an average strength 
of 921,000 throughout the year. 

The funds requested are to pay, feed, clothe, and move Air Force 
personnel based on the military personnel program. Our estimated 
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fund requirement for fiscal year 1958 is $3,840 million. The 1-percent 
reduction made by the House, an arbitrary token cut, as indicated jn 
the House report, was undistributed as to the elements of the pro- 
gram. Practically all of the military personnel account requirements 
result from computations based on fixed statutory costs. 

The size and maturity of our force are the major determining factors 
of the budget request. However, there are three elements which are 
interrelated and generate costs. These are retention, assignment 
policies, and PCS travel. I would like to speak briefly about these in 
order to emphasize that the Air Force decision to absorb this cut by 
reduced end strengths and early release actions are the only areas 
which can be logically considered for reduction. 


RETENTION PROBLEM 


First, on retention. The Chief of Staff and the Secretary of the 
Air Force have told this committee and the committees in the House 
that the most critical problem in the Air Force today is the retention 
of our skilled personnel and this has continued to confront the Air 
Force for the past several years 

Actions have been taken by the Congress in the passage of legislation 
and are vigorously stressed within the Air Force to stabilize our force. 
Until we can accomplish this, our force must remain large and 
by reason of the turnover our effectiveness is below that which our 
national security requires. 

Each study conducted reflects the urgent need for a more realistic 
compensation for technical proficiency and responsibility. The most 
recent study is that of the Cordiner Committee which has made 
specific eee along these lines. 

Senator Cuavez. The restoration of $38,400,000 will be an incentive 
for you to retain oueiatat 

General Ligon. That will be partially, sir. However, I would 
like to indicate in the retention area that there are pending pieces of 
legislation, S. 2014, Senator Symington’s bill, H. R. 7574 proposed by 
Congressman Van Zandt and H. R. 7642 proposed by Congressman 
Udall which would carry out the recommendations of the Cordiner 
Committee. Passage of this type of legislation will do much to 
eliminate our retention problem. 


ASSIGNMENTS 


We have assignment policies which have the aim of placing the 
proper skilled personnel where they are required. Except for our 
overseas areas and assignments in the Washington area, there are no 
specific dates on which personnel must be transferred. Our inter- 
national commitments and our defense requirements at such places 
as A. C. and W. sites establish the number of these positions for which 
the Air Force must provide personnel. 

The Department of Defense has established a uniform rotation 
policy for all services. These are based on such considerations as 
living conditions, health, efficiency of operation, family separation, 
etc. It is our goal to use these requirements for our overseas assign- 
ments. However, as long as we have such a rapid turnover of our 
technically skilled personnel, we will not be able to find sufficient Air 
Force personnel with time remaining in their contracts to insure that 
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each man completes a full tour. To meet our requirements, we must 
make more Overseas assignments than we would under ideal conditions. 
This increased rate of movement is above that which we would desire 
and it costs money and results in more instability in our force. 

These overseas jobs cannot be based on volunteers but must be 
filled according to skill requirements. This involves all grades and 
skills. With the growing dependency rate in the Air Force, we also 
cannot find sufficient personnel having skills who have no dependents 
and, therefore, the cost of moving dependents overseas is rising. 


PCS TRAVEL 


PCS travel costs are generated by all of the conditions I have 
mentioned. Procurement and separation travel costs are derived 
from our rapid turnover of large numbers of people. Increased 
numbers of moves caused by having to fill overseas requirements with 
personnel having insufficient time under their enlistment contract to 
fulfill a full tour causes an increased number of moves and additional 
costs. Also, the increased movement of dependents to accompany 
our personnel overseas and occupying the housing which is now being 
provided, further increases our travel costs. 

I mention these conditions which exist in the Air Force to show that 
we are operating on an austere basis but certain conditions exist which 
prevent us from reducing the costs which are created by these condi- 
tions. Therefore, our only alternate, if the Air Force must operate 
under the reduced funding as indicated by the House report, would be 
to take the actions indicated on pages 3 and 4, paragraphs a, b, c, and 
dof the reclama concerning the Department of Air Force military 
personnel account. 


EFFECT ON BUDGET CEILING 


Senator CHAvez. If the committee and the Senate would restore 
the amount you asked to be restored, would that in any way interfere 
with the ceiling placed by the budget? 

The budget placed a certain ceiling in the overall picture of the 
Defense Department. 

General Ligon. No, sir; Mr. Chairman. I think this is within the 
ceiling of the Air Force and it is within the original request that came 
in with the original Air Force submission. 


EFFECT OF HOUSE REDUCTION 


Senator Cuavez. Explain the action you would take if the House 
figures were to be retained. 

General Ligon. On page 3 of the reclama on “Military personnel,” 
which we have submitted to you, we have these items listed. First, 
we would have to reduce the 1958 military personnel end strength 
from the 925,000 goal to 910,000 with an accompanying downward 
revision of force structure. This would represent about 5,500 fewer 
officers and 9,500 fewer airmen in our force. 

The extent which the force structure would be reduced would 
depend on a reprograming completely within the Air Force. 

In addition, we would have to release airmen who are eligible for 
separation in fiscal year 1958 up to 5 months early. This means that 
we would have a man who is trained, and at the most productive time 
in his career, we will be sending him home. 
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This creates further instability in our force. 

Third, we would have to delay the recall of officers who have criti. 
cally needed skills and postpone the active duty reporting dates of 
Air Force ROTC officers up to 6 months. 

In addition to that, we would have to have an involuntary release 
program of officer personnel in large numbers. We think seven 
hundred to a thousand officers would have to be released from actiye 
duty to stay within these ceilings. 

Our airmen procurement which has been established at about 
7,200 monthly average procurement of nonprior service personnel for 
the fiscal year 1958 would have to be reduced to about 6,000 a month, 
consistent with the lower end strength. 

These types of actions, early loss of our skilled people and reduced 
procurement of needed personnel in order to go to a lower end strength 
are the only solutions we can see to stay within the dollars which 
would be made available. 

We think this is very detrimental to the operation of the Air Force, 
To lose these people at this time in their careers is very undesirable 
since we reduce so much of their productive time after having devoted 
so many dollars and so much time to training them. 

On the basis of this type of action which we would have to take, and 
recognizing the impact this would have on the capability of the Air 
Force to perform its mission, we are requesting that the entire amount 
be restored. 

Senator Cuavuz. Is there anything further on this item? 

General Ligon. No, sir; that is all I have on the restoration of 
military personnel funds. 

Senator Cuavez. I do not desire to ask any questions. So we will 
proceed with ‘Reserve personnel.” 
General Hall, are you ready to proceed? 


RESERVE PERSONNEL 


STATEMENT OF MAJ. GEN. WILLIAM E. HALL, ASSISTANT CHIEF 
OF STAFF FOR RESERVE FORCES 


Program and financing 


F petal 1956 | Estimate, Estimate, 
| 1957 958 


Program by activities: | | 





Financing: Unobligated balances no longer available 


1. Reserve personnel_____-...._----- $32, 810, 810 | $44, 721, 000 | $49, 412, 000 
2. Reserve officer candidates____.._._- 6, 684, 822 6, 254, 000 7, 588, 
Total obligations... __- | 39,495,632 | 50,975,000 | 57, 000, 000 


4, 067, 368 8, 325, 000 |....... 





iniiesiitidk Pes 2 __| 43,563,000 | 59,300,000 | 57, 000, 000 







HOUSE ACTION 


General Hautu. Yes, Mr. Chairman. 

Senator CuHavez. The chart indicates the budget request was $57 
million. The House action was $55 million, or a reduction of $2 
million. Requested restoration is $2 million. Will you confine your- 
self to the $2 million restoration request? 
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RESTORATION REQUEST 


General Hauu. Yes, sir. I believe, Mr. Chairman, that the House 
action was based on what they considered historical performance, and 
they believed that probably we could not reach the reasonably high 

als which we had set for ourselves. It is my belief that we can. 

This past year has been a year of very stringent personnel actions 
on the part of the Air Force as applied to its Air Force Reserve. We 
have taken very severe steps to see to it that our Ready Reserve is a 
completely Ready Reserve and that the individuals involved are 
ready and trained and available on D-day. 

The result is that many people whose availability was questionable 
have been eliminated from the program. So, although we have had a 
very healthy and very steady rise in personnel participation, by the 
same token we have been forced to remove reservists from the rolls. 


PERSONNEL GAINS 


We will begin fiscal year 1958 with what, I think, is the cleanest 
inventory that the Air Force Reserve has ever had. As an indication 
of our capability to attract people now, I would like to point out that 
during the month of April we had the largest monthly increase in our 
history in paid, participating reservists. In this 1 month alone we 
put in over 1,600 people in the paid elements of the program. 

There is one other new aspect to the personnel situation which I 
would like to point out. In October of last year we went for the 
first time to the new 6-month non-prior-service training which is 
authorized under the Armed Forces Reserve Act of 1952, as amended 
by the Reserve Forces Act of 1955. We are very successful in that 
program. We began it in October with a goal of 2,700 by the end of 
this month; as of the end of last month we had 3,555 people in the 
program. 

Senator Cuavez. You may proceed, General. 

General Hautu. Mr. Chairman, I think that about sums it up. 
I would like to add that we feel that, due to the fact that we will 
have completed our initial screening by the end of this month, and 
due to a marked improvement in facilities, and due to considerable 
improvement in our type of equipment, and due to our very effective 
and successful non-prior-services program, we feel that we have 
created a program that is attractive enough to draw the individuals 
that we anticipated during fiscal year 1958. 

Senator Cuavez. General, that is why I want you to inform the 
committee, not only as to the progress but the attractiveness of the 
program of the Reserve. 

General Hatu. Would you like me to go into more detail on that, 
sir? 

Senator Cuavez. Yes; I wish you would, general information. 


FACILITIES 


General Hau. I would like to mention, first, the subject of 
facilities. 

For many years, the real bottleneck, I thought, to a successful Air 
Force Reserve program, was the fact that we did not have good train- 
ing facilities. By that, I mean airdromes and buildings and the 
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things that reservists needed for their operations. This year, during 
fiscal year 1957, we will have our most successful construction year jp 
history. We have already programed this year more than $33 million 
for new Reserve facilities. 

Senator Cuavez. Can you furnish the committee a breakdown of 
where you are doing that construction? 

General Hau. Certainly, sir. 

Senator Cuavez. I wish you would. 
(The information referred to follows:) 








Arr Force RESERVE CONSTRUCTION ProGRAm, FiscaAL YEAR 1957 


Alvin Callender Naval Air Station, La. Donaldson Air Force Base, 8S. C. 
Bakalar Air Force Base, Ind. General Billy Mitchell Field, Wis. 
Barksdale, La. Grandview Air Force Base, Mo. 
Bates Field, Ala. McConnell Air Force Base, Kans. 












Bradley Field, Conn. Niagara Falls MAP, N. Y. 
Clinton County Air Force Base, Ohio Paine Air Force Base, Wash. 
Davis Field, Okla. Willow Grove Naval Air Station, Pa. 


(Gen. Hall’s prepared statement follows:) 


STATEMENT OF Mas. Gen. Wiututam E. Hau, Assistant CHIEF OF STAFF FOR 
RESERVE ForcES ON RESERVE PERSONNEL 


BRIEF BIOGRAPHICAL SKETCH OF WITNESS 


Born McAlester, Okla., October 22, 1907. Became a first sergeant 
in the Field Artillery, 45th Division. In 1925, was appointed to the 
United States Military Academy. Graduated as a second lieutenant 
of Field Artillery 1929. While a cadet, was particularly active in ath- 
letics, participating in football, wrestling, and track. After 4 years 
with the Field Artillery, transferred to the Air Corps and performed 
first flying duty as a member of a pursuit groupin Panama. This assign- 
ment lasted 2 years. During the next 7 years, he was promoted through 
the various grades until in 1943, he was appointed as brigadier general, 
with assignment as Deputy Chief of Air Staff. His other World War II 
assignments included (1) chief of the United States mission to Bulgaria 
where he came in close contact with the Russian Balkan armies, and 
(2) deputy commanding general of the 15th Air Force in Italy. Follow- 
ing V-E Day, General Hall returned to the United States and served 
as the air member of General Eisenhower’s advisory group. In 1947, 
was assigned to Turkey as chief of the United States air survey mission. 
Later in 1947, he was ordered to Berlin, Germany, where he served as 
director of intelligence for the commander in chief, European Command, 
during the Berlin blockade and the airlift. General Hall was named as 
commanding general, Fourth Air Force, with headquarters at Hamilton 
Air Force Base, Calif., in January 1951. Assigned vice commander of 
the Continental Air Command September 23, 1952. General Hall is 
presently Assistant Chief of Staff for Reserve Forces, having been assigned 
to that office on September 14, 1953. 


Mr. Chairman and members of the committee; while the principal purpose of 
this presentation is to submit statements as to budgetary requirements, it seems 
to be an appropriate time to include some of the more significant overall develop- 
ments in the Air Force Reserve program toward creating a better understanding 
of the resulting financial requirements. As Assistant Chief of Staff for Reserve 
Forces, I am responsible for monitoring the policies and programs of the Air 
National Guard as well as the Reserve. But since General Wilson, chief of the 
Air Force Division of the National Guard Bureau will also appear, I will confine 
most of my own remarks to the Air Force Reserve. 




































OBJECTIVE 






Current Air Force war planning has established a firm mobilization requirement 
for 51 tactical wings in the Reserve components—24 in the Air Force Reserve and 
27 in the Air National Guard—plus various support units. It also calls for tens of 
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thousands of skilled and trained individuals in the Air Force Reserve who would be 
ready to augment the active establishment upon mobilization. The overriding 
consideration in the entire Reserve program is to attain an acceptable degree of 
readiness and combat capability by the earliest practicable date. 

It was in January 1955 that the Chief of Staff issued a memorandum outlining 
the requirement for attaining this acceptable degree of readiness and combat 

ability. 
m he first logical step was to eliminate from the Ready Reserve those individuals 
who either could not, or would not, participate in training. A total of about 
80,000 option letters were sent out to officers who had not earned the required 
points for active status in 1954. They were given the opportunity of participating; 
retiring, if eligible, or resigning. About 30,000 officers were discharged by dis- 
position board action. 

The next step was to restudy the missions of the Air Reserve forces. Asa result, 
we will have completed redesignation of certain units by the end of this calendar 
year and will have in the Air Force Reserve 18 troop carrier wings and 6 fighter- 
bomber wings, plus 3 air rescue squadrons. The Air National Guard will have 25 
fighter-interceptor wings and 2 tactical reconnaissance wings, plus 4 air resupply 
groups and 4 air transport (air evac.) squadrons. The Reserve components 
also have numerous types of nonflying support units, such as aircraft control and 
warning squadrons and the like. 


SELECTIVE ASSIGNMENT 


To assist in Air Force Reserve manning, the Reserve put into operation on 
July 1, 1955, a procedure known as selective assignment. This is applied to 
individuals going off active duty who have remaining ready legal obligations and 
who are automatically transferred to the Air Force Reserve. Prior-service per- 
sonnel of this type who possess certain skills are selectively assigned to mobiliza- 
tion positions in Air Force Reserve combat and combat-support units. Whether 
they choose to participate in training or not, they will be obliged to man those 
positions in event of emergency. Thus, units of the Air Force Reserve can be as- 
sured of adequate skilled airman strength in time of mobilization. It should be ob- 
served, parenthetically, that the training enforcement provisions of the Reserve 
Forces Act of 1955 do not in practice become effective within the Air Force 
Reserve until August 10, 1959, and therefore no means exist by which to make 
participation compulsory. 


POLICY ON PAID TRAINING 


It is Air Force policy today to confine pay status training to those officers and 
airmen who are qualified, willing to train, and able to serve when needed. In 
accordance with the law, the Air Force Reserve initiated a little more than a year 
ago a screening process. This is, and will be, a continuing process having for its 
purpose assurance that combat wings and support units and mobilization positions 
with major air commands will be manned by personnel who are truly ready. 
All personnel assigned to such units, and positions, must possess ready status and 
be immediately available for active military service in event of emergency. 

Reservists assigned to programs who do not qualify under these criteria may 
be assigned, on application, to general training. If they do not apply for such 
assignments, they will be transferred to the nonaffiliated reserve section where 
they may continue to earn credits toward retirement through extension course 
institute courses and be considered for promotion under the mandatory provisions 
of the Reserve Officer Personnel Act of 1954. 

It is apparent that this screening procedure has involved the elimination from 
active Reserve programs of those who are employed in critical defense-supporting 
industries. This has been unavoidable if the Air Reserve Forces are to be com- 
petent to perform their D-Day missions. It would be purpose-defeating to 
continue in active unit or mobilization position training those whose civilian 
occupations are of such high priority that they could not be available for duty 
ber needed. This screening is in full consonance with the Reserve Forces Act 
of 1955. 

MATCHING AGAINST REQUIREMENTS 


While the Air Force Reserve is current with its continuing screening process as 
to readiness, a further procedure is presently being conducted. That is a matching 
of personnel skills and grades against actual known mobilization requirements. 
In other words, there are individuals in the training programs who meet the 
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availability criteria but who may be in excess of requirements or for whom no 
requirement exists. These will be eliminated from the paid elements of the pro. 
gram through the current match-merge procedure, which will be completed in the 
last quarter of this fiscal year. Again, these individuals will not be eliminate 
from the Reserve; merely from the paid program elements. They may still earn 
points toward retirement or promotion by correspondence courses or other meang 
Once this match-merge operation is complete, the selective assignment program 
will be applied against ail tematailitg mobilization assignee positions in order to 
fill those which have not been filled by volunteers. 








SIX-MONTHS TRAINEES 














In accordance with the provisions of the Reserve Forces Act of 1955, the Air 
Force Reserve has since last year been accepting a limited number of non-prior. 
service, 6-months trainees. ‘Twenty-seven hundred such trainees are programed 
for the current fiscal year and 3,600 for fiscal year 1958. These trainees will be 
enlisted for 8 years, will receive 6 or more months of basic and technical schoo] 
training, and thereafter be required to fulfill the requirements of the Reserye 
Forces Act of 1955. Recently the top age limit for such trainees was raised from 
18% to 25. This has had a very favorable response. 








CONSTRUCTION 






During this fiscal year, we will have used $32,500,000 for Air Force Reserve 
construction. All of the current year’s moneys will be obligated for flying facil- 
ities. While the amount falls short of that ultimately needed, it provides a healthy 
increment. Since the situation regarding the input of aircraft into the Air Force 
Reserve is improving day by day, it is imperative that the runways, hangars, 
aprons, and shops be available to cestininedane them. 















DISPERSAL 







An improvement in the readiness capability has been brought about by a wider 
dispersal of combat units. This dispersal merely means that squadrons are being 
detached from the several Reserve wings to separate locations. For example, the 
Reserve troop carrier wing at Miami has squadrons located at both Orlando and 
St. Petersburg, Fla. Such dispersal has the advantage of providing for the 
prepositioning of tactical units at appropriate sites prior to M-day and at the same 
time improves recruiting capabilitys 











OPERATIONAL CAPABILITY 







The Air Reserve Forces have moved through the transitional period and are 
reaching the operational stage. Operations experts estimate that about 50 per- 
cent of the units of the Air National Guard and Air Force Reserve have a limited, 
but nonetheless immediate, combat capability. This is only halfway to the goal 
but still is a better status from the standpoint of equipping and training than has 
ever before been achieved in the Reserves. I would be very happy to provide 
you gentlemen with examples of this operational ability, should you so desire. 















APPROPRIATION REQUEST 






The Air Force Reserve personnel appropriation request for fiscal year 1958 in- 
cludes funds for pay, travel, clothing, and subsistence for both the Air Force 
Reserve and the Air Force ROTC. 

We are requesting $57 million to support these programs during fiscal year 1958, 
of which $49,412,000 is for the Air Force Reserve and $7,588,000 is for the ROTC. 

The budget program for fiscal year 1958 that we are presenting today has been 
arrived at after careful analysis of each program element. The total of officers 
and airmen are the sum of these individual computations. It is necessary that we 
accomplish our projections in this manner, due to the many facets of the program, 
the peculiarities within the various program elements, and the forces acting upon 
them. The very nature of the Air Force Reserve paid programs requires that many 
assumptions be made since they are strictly voluntary programs. We have, 
therefore, incorporated certain assumptions, based on such things as experience 
factors, apparent trends, policy actions, and professional judgment. 
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TRAINING POLICIES 







To achieve the objective of the Air Force Reserve, as previously stated, we must 
rovide both individual training and unit training. All Reserve personnel must 
trained to maintain a high degree of proficiency in order to be effective. Our 
units must be organized, manned, and equipped to the extent that they will be 
able to carry out the missions assigned them in accordance with current war 
plans. The individual training program is designed to provide trained individuals 
for wartime buildup upon mobilization and to meet attrition requirements within 
the active force units, as well as the Reserve units, of all major commands in the 
Zone of the Interior and overseas on and after D-day. 

Our policies are directed toward the achievement of our stated objective. They 
are realistic and in consonance with the principles of sound management. I 
should like to review’a few of these policies with you. 

1. Our training programs are based on war requirements. They are directed 
toward filling with qualified people those positions which are required upon 
mobilization. 

2. Unit positions are identified by grade and by skill as reflected by the table 
of organization for the particular type of unit. Individual positions to augment 
the major air commands on M-day are likewise identified by grade and skill. 

3. Pay is provided only for those reservists who volunteer for and are assigned 
to one of these mobilization positions, either unit or individual, and meet training 
and participation standards. 

4. These volunteers are required to be in a “ready” status and immediately 
available for recall whenever required to perform their assigned tasks in the 
defense of our Nation. 

5. The amount of training which we have programed for each of these volun- 
teers is the minimum amount which, in our judgment, will allow him to maintain 
an acceptable degree of skill to carry out his assigned duties. 
























PROGRAMS 










The training programs which we are presenting today have been developed in 
consideration of the objective and policies which I have just outlined. 

The current long-range goal or ultimate strength for the Air Force Reserve is 
222,700 officers and airmen. (All numerical data are rounded.) This figure 
includes all people in both unit and individual programs and is based upon the 
latest Air Force war plan that supports the most current Joint Chiefs of Staff 
war plan. 

ar paid training strength, as programed for end fiscal year 1958, provides for 
39,200 reservists within the unit program, and 44,800 within the individual pro- 
gram, This paid strength totals 84,000. 





















UNIT TRAINING PROGRAM 









The unit training program is organized into both combat and support type 
units. Reservists assigned to these units train as teams. 

With reference to our personnel procurement in the unit training programs for 
fiscal year 1958, we expect our strength to increase by 9,200 (900 officers and 
8,300 airmen) bringing our end fiscal year 1958 strength to 39,200. The recruiting 
goal of 9,200 net gains during fiscal year 1958 compares with a programed net 
gain of 9,300 during fiscal year 1957, which we expect to meet. 

The gains reflected for fiscal year 1958 over fiscal year 1957 are predicated on 
established experience factors and current trends occurring in our present fiscal 
year 1957 program. We believe our programed unit personnel growth for fiscal year 
1958 is both realistic and feasible. 













INDIVIDUAL 





TRAINING PROGRAM 









As outlined earlier, 44,800 reservists of the 84,000 paid strength total programed 
for fiscal year 1958, will train in the individual program. 

The individual training program is conducted, first, through training in mobiliza- 
tion assignment positions with major commands; second, through the navigator 
training program; and, third, through specialized and general training provided 
at the Air Reserve centers. A total of 93 Air Reserve centers have thus far 
been activated. 
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The specialized training courses offered by the Air Reserve training centers 
are prepared by the Air University, the Air Training Command, or, in some 
cases, through contracts with professional civilian agencies. 

Courses cover a wide range of officer and airman skills, and include courses jp 
communications, cryptography, flight operations, powerplants and powerplant 
systems, aircraft structures and aircraft systems, air traffic control and warnin 
supply, military management, transportation, and many other highly specialized 
functions of the Air Force. Training materials are added or revised in a con- 
tinuing effort to include in Reserve instruction the latest developments, tech- 
niques, and procedures utilized in the active establishment. 

The secondary function of the Air Reserve center is to provide general training 
courses in the broader aspects of Air Force policy, organization, and missions, 

We expect a growth of 4,300 officers and airmen during fiscal year 1958 in the 
individual paid program, for an end strength of 44,800. This projected gain for 
coor year 1958 compares with an estimated net gain of 3,550 during fiscal year 


AIR FORCE ROTC 


Funds included in this estimate for the Air Force Reserve Officers Training 
Corps program are required to provide for pay, clothing, subsistence and travel 
expenses during the institutional and summer encampment phases of training, 

Our objective in the Air Foree ROTC program is to provide a source of flying 
officers and nonrated specialists for the active Air Force and the Air Reserve 
forces. As in the case of the Reserves, our policies are designed to meet our ob- 
jective. They are— 

1. Large enrollment is encouraged in the basic course to provide the necessary 
selection base for the advanced course. 

2. Production is geared to active Air Force requirements, both in quality and 
quantity. 

3. All graduates will be commissioned, and except for veterans, will be called 
to active duty, normally within 1 year after graduation. 

Approximately 80 percent of the officers programed to be produced annually 
from the advanced ROTC course will be fully qualified for flying. The balance 
will be primarily nonveterans who have majored in technical fields of study. 
It is estimated that the numbers of ROTC officers who leave the active Air 
Force after completion of their normal active-duty tour will be adequate to meet 
the officer requirements of the Air Force Reserve. At present, basic and advanced 
study is being conducted in 179 ROTC units. 


CONCLUSION 


To summarize, pay status assignments in the Air Force Reserve are programed 
to reach 73,400 by end fiscal year 1957 and 84,000 by end fiscal year 1958. Our 
Air Force Reserve program has been reexamined to assure that our requirements 
are being attained in consonance with current mobilization plans. Screening 
from the paid program of those skills and units that would not meet those plans 
is nearly complete. Thus, the Air Force Reserve is in a most realistic position 
from which to move forward. The AFROTC enrollment is programed to remain 
relatively stable during fiscal year 1957 and fiscal year 1958 to meet active-duty 
requirements. The approval of $57 million for the Air Force Reserv2 personnel 
appropriation will enable us to achieve our very important Reserve and AFROTC 
programs. 

A primary mission of the Air Force is to deter either general or local war. 
While the active establishment is naturally the main factor in such deterrence, the 
maintenance of reserve units with immediate combat capability is also required. 
The knowledge that there exist capable reserve combat and support units which 
can augment or replace regular units in event of emergency is certain to be a 
consideration in the minds of any possible aggressor. 

The House of Representatives has recommended a reduction of $2 million in 
this appropriation based on past experience regarding the rate of growth of the 
Air Force Reserve. I have previously stated the administrative actions taken by 
the Air Force with the full knowledge that they would adversely influence the 
programed goals. These actions, however, not only created a ready and avail- 
able Reserve force, but gave the Air Force a more realistic position from which to 
move forward. This, together with the exploitation of the new sources of ‘per- 
sonnel and the improvement of Reserve facilities, makes the Air Force confident 
that the personnel program outlined in this budget request is capable of achieve- 
ment. Preliminary indications are that recruitment in some of the personnel 
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programs will need to be controlled to conform to the phased program. An 
appropriate reclama outlining these facts has been submitted to this committee 
by the Air Force. 

To conclude this statement, I believe the Reserve program is on course, that the 
Air Force is on the verge of having truly combat capable and satisfactorily manned 
Reserve forces which will be able to perform with maximum effectiveness their 
mobilization missions. 


AIRCRAFT 


General Haut. I think it is of interest that that is more money than 
programed in all preceding years. We anticipate that 1958 will be a 
good year also. 

The aircraft situation is much improved. We now have in the Air 
Force Reserve alone about 800 aircraft and we are modernizing that 
fleet quite rapidly in that we are substituting in the main C—119’s for 
our old C—46’s and we intend to put in the inventory during 1958 over 
300 F-86H aircraft, which is a modern and very good aircraft. 

Senator Cuavez. How does the reservist accept the program as 
such after he gets in and becomes part of the Reserve? 

Is he happy and satisfied? Is he entbusiastic about the program? 


RESERV ISTS’ ATTITUDE 


General Haut. | think, Mr. Chairman, that when you consider as 
of now the Air Force Reserve program is a completely voluntary pro- 
gram, there is no compulsory feature at all and there won’t be until 
1959 

Senator Cuavnz. Yes, but one volunteers sometimes and then possi- 
bly thinks he made a mistake. 

General Haut. Yes, I think in spite of the fact that it is completely 
a voluntary program and it has had a healthy and steady rise indicates 
that our retention rate is good, which indicates that they are probably 
pleased with the program. 

Senator Cuavnez. Now I understand that there has been a con- 
siderable number of individuals involuntarily screened from paid 
status. Can you explain the reason for this? 





RESERVISTS SCREENING 


General Hau. Yes, sir. 

Beginning last year, the Air Force has accented its efforts to earmark 
its reservist with a particular slot in our mobilization requirement. 
When we took our inventory very thoroughly and balanced it against 
our personnel requirements Se grade and skill in the event of mobiliza- 
tion, we found that in some grades and skills we were out of balance. 

We had more people than we could possibly use under our existing 
war plan. It is most illogical to retain people in the program and pay 
them for staying in the program when you anticipate no need for their 
services in the event of mobilization. So we have made every effort, 
on account of their interest in the program, to fit them to a slot in the 
mobilization requirement. If we are unable to find one for them, 
then of necessity they must be removed from the Ready Reserve. 

But I would like to point out, Mr. Chairman, that does not eliminate 
them from the Reserve and does not eliminate their opportunities for 
both promotion and the establishment of a retirement equity because 
they may train in what we call voluntary elements of the program. 
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Senator Cuavez. Do you feel that in case of conflict that your 
present program will be adequate? 

General Hau. Yes, sir. This program we have now has been war 
planned I would say about four times. Actually the personnel 


requirements have changed very little with each of these reprograming 
actions. 


Senator CHavez. Thank you, General. 

























Arr NATIONAL GUARD 





STATEMENTS OF MAJ. GEN. WINSTON P. WILSON, CHIEF, AIR 
FORCE DIVISION, NATIONAL GUARD BUREAU; AND COL, 
ROBERT J. FRIEDMAN, DEPUTY DIRECTOR OF BUDGET, DEPUTY 

CHIEF OF STAFF, COMPTROLLER 


BUDGET ESTIMATE AND HOUSE ALLOWANCE 






Senator CHavez. I notice that the budget allowed you $263 million, 
The House action allowed the same amount, so I presume you are 
not asking for any restoration. 

General Witson. No, sir. We appreciate very much, Mr. Chair- 
man, the stamp of approval and we are happy to comply with the 
wishes of Congress in using the money appropriated or so far approved 
by the House in making the guard a real Ready Reserve. 

Senator Cuavez. Then, General, suppose you give the committee 
a statement as to the program, how it is progressing, how you are 
getting along. 

General Witson. Yes, sir, I have a statement of that nature for 
the record, sir, if you would like. 

Senator CHavez. You may put it in the record and then tell us 
about it. Would you also insert the program and financing statement, 
(The statement referred to follows:) 












Arr NATIONAL GUARD, DEPARTMENT OF THE AIR FORCE 





Program and financing 








| 1956 actual | 1957 estimate | 1958 estimate 








Program by activities: 







Ds te DOCG is cadet ch atta tebaspndsaocéduein wby $15, 635, 734 | $31, 610, $22, 698, 000 
2. Military construction.-._.......-.---.-- sab on ctigaeeta emelibate 23, 671, 285 35, 641, 20, 000, 000 
3. Maintenance and operations. .._-_- Set aeal acdsee gheaiieds 110, 702, 671 145, 564, 172, 746, 000 
i ECS TI i ik ocean nnnonbenen 34, 537,849 | 44,770, 47, 556, 000 


Ry PIII 4 50cm cath andi abedasaedbhapernened 184, 547, 539 
Financing: Unobligated balance no longer available....._____- 7, 643, 461 
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STATEMENT OF Mas. GEN. Winston P. Wiuson, Cuter, Air Force Division, 
NATIONAL GUARD BUREAU, ON AIR NATIONAL GUARD 


BRIEF BIOGRAPHICAL SKETCH OF WITNESS 






Maj. Gen. Winston P. Wilson, who was born in Arkadelphia, Ark., in 
1911, started his military career with the Arkansas National Guard at age 
18 and has maintained an active status since that time. He graduated 
from Hendrix College in 1934. In World War II he served with Head- 
quarters AAF in Washington, D. C., as well as in the Far East. Due to 
the Korean conflict, he again returned to active duty in 1950. His 
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present assignment is Deputy Chief, National Guard Bureau, and Chief, 
Air Force Division. He wears the following theater ribbons: Philippine 
Liberation, Asiatic-Pacific, American Defense, and the Japanese Occu- 
pation. 


Mr. Chairman and members of the committee, we appear today to present the 
request for funds to support the Air National Guard during fiscal year 1958 and 
to report what has been accomplished as a result of your past support. We have 
been making the day-to-day progress which I believe justified your continued 
confidence. 

In fiscal year 1956 our objectives were, in the main, attained; our fiscal year 1957 
oals are in sight; the program which I will shortly present to you spells out our 
seal year 1958 requirements and is in keeping with the realistic, time-phased 

buildup of the Air National Guard toward full readiness. 

In the years that I have been associated with the Air Force Division of the 
National Guard Bureau I have seen a great transformation and I say, unhesi- 
tantly, the caliber of today’s Air National Guard is unsurpassed in any Reserve 
component. It has a definite combat capability and it is, truly, a first line Reserve 
force. 

THE PAST YEAR 


Here are a few of the more important developments since I appeared here last. 
Our aircraft inventory has improved and the indications are it will continue to 
improve at an accelerated rate. Our pilot training program has progressed so 
that we can now rely on it as a primary source of young pilots. Thirty-six addi- 
tional training periods are being provided our aircrew personnel to compensate 
them for the training they require to meet like-type flying training requirements 
of the Regular Air Force, and tactical pilots are being provided 14 days’ active 
duty for training to accelerate their transition in jet aircraft. As a result, pilot 
proficiency has improved substantially, and the aircraft accident rate has lowered 
appreciably. 

PERSONNEL 


In the personnel area, our revised objective for June 30, 1956, was 7,300 officers 
and 55,800 airmen. We achieved the officer objective—7,300 exactly, and ex- 
ceeded the airman objective by 434. We programed 2,560 combat pilots and 
fell short by 171. There were two reasons: (1) We relocated several fighter 
squadrons and had to transfer 125 of their pilots to air resupply and air transport 
units; (2) our commanders, as a planned course of action which would insure an 
increasing combat potential, stopped recruiting World War II pilots and concen- 
trated procurement efforts on our own pilot training program and Air Force 
reservists graduated from flight training since 1951. We regard the pilot situation 
at this time as healthy and we have been able to reduce the average age of combat 
pilots to 29.3 years. It was over 30 a year ago. 


AIR TECHNICIANS 


The number of air technicians assigned to the Air National Guard increased 
during fiscal year 1956 from 9,265 to 10,462. The increase was required by the 
activation of certain new units and an increase in the strength and workload of 
existing units. We implemented an integrated accounting system which is now 
in operation at 93 flying bases and this system required additional personnel. 
These additional personnel will enable us to better manage and account for our 
resources in keeping with the expressed desires of the Congress. This puts expense 
data in the hands of the base commander—the local manager who has the best 
opportunity to effect daily operating economies. 

ur air technicians, as you know, are members of the Air National Guard who 
work as full-time civilian specialists in the day-to-day operation of our bases. 
They perform, for the most part, the same duties in their civilian capacity as 
they do as military members of our organization. They have been carefully 
selected from among our key personnel and their experience level is substantially 
greater than is generally true of the other members of our organization. They 
are a very stable force and must be regarded as the backbone of our organization. 
Throughout fiscal year 1956, and through the present time, we have had man- 
power survey teams of the Air National Guard, surveying our bases and deter- 
mining workload requirements. Their objective is to establish realistic manning 
requirements that will enable the Air National Guard to accomplish its mission, 
but at the same time effect maximum economy of operations. We are highly 
pleased with the results so far achieved and we believe the survey is paying 
dividends in terms of efficiency, sound management and economy. 
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TRAINING 


Allow me a brief moment to tell you what course of action we have pursued jp 
this area. As far back as 1953, we began encouraging the States to send their 
recruits through 11 weeks of Air Force basic training. We have seen this program 
grow year to year as more and more of the States began to make this training 
a requirement to enlistment. The results have been very gratifying. Recently 
we adopted a policy that was approved by the Secretary of Defense which would 
do these things: (1) Continue the policy requiring nonprior service personnel to 
complete a period of active duty for training as a condition of enlistment; (2) en. 
courage those who have completed such training to take additional technica] 
school training; (3) provide a program which would permit an airman to volunteer 
for active duty basic training to be followed by technical schools; and (4) establish 
a limit of 120 days from date of enlistment for entry into basic training, except for 
high school students under 18% years of age who would be allowed to defer the 
training to the end of a school year. 

Under this policy airmen completing 11 weeks of Air Force basic training 
would not reduce their military obligation and there would be that incentive for 
further technical school training. We would utilize to the fullest technical school 
quotas available to the Air National Guard; continue to emphasize use of airmen 
proficiency tests, job knowledge tests, and USAF extension courses as a basis for 
promotion and upgrading; encourage airmen to volunteer for supplementary 
training that would be available at factories and Air Force installations. 

I believe that this approach is perfectly sound and that it will be effective. I 
am convinced that the percentage of our fully qualified personnel will increase—it 
was 58 percent in June—and that the entire training program will be accelerated, 
I know from past experience we can count on the cooperation of our unit com- 
manders with this program and that they will make it work. 





ADC AIR ALERT 


Another program, with which you are familiar is our Air Defense Command air 
alert program. In fiscal year 1956, close to 300 aircrew personnel per month were 
rotated through the 85 aircrew positions then provided. We had 100 percent 
participation by the aircrew personnel of the 17 squadrons. We flew close to 
20,000 combat-ready hours under direction of the ADC controllers and we ac- 
complished over 18,000 intercepts, any one of which could have been an intruder 
aircraft. This year, based upon a reappraisal by the Air Defense Command of 
current air coverage requirements, we effected certain relocations and increased 
the number of alert units from 17 to 20. Nineteen of these units are located 
within the continental United States and the other unit is the 199th Fighter 
Interceptor Squadron in Hawaii. This training, gentlemen, and I say this with 
full conviction, is just the finest there is. For a Reserve component, there’s 
nothing to compare with it. The aircrews who participate—and I wish we could 
offer it to every combat crew member—are afforded maximum opportunity for 
combat training and they, together with their units, have, in fact, become an 
important, integral part of our total defense system. 


AC & W ALERT 


In addition to the air alert, the Air National Guard now has an entirely new 
alert mission. For the first time an Air Reserve Force ground support unit is 
actively assisting the Regular Air Force in meeting another defense requirement. 
Last July, the 109th AC & W Squadron in Hawaii began round-the-clock partici- 
pation in the Pacific defense system. It is performing the same mission as any 
regular ground control intercept unit performs in the Zone of Interior and, as is 
the case in the air alert, here, too, the Air National Guard is using training dollars 
and available personnel and equipment to extend and strengthen our defense 
against an air attack. It has contributed effectively to the mission of the 7th 
Air Force and it has already drawn the commendation of the commander of the 
Pacific Air Forces. Due to the success achieved, two more of our AC & W flights 
are scheduled to commence similar alert operations in fiscal year 1958. 


FISCAL YEAR 1958 


Gentlemen, I have made no attempt to cover all segments of the Air National 
Guard program. I have, however, singled out for comment areas in which there 
have been new developments and significant progress in terms of operational 
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readiness, which is the ultimate objective of the Air National Guard. The 
rogram for fiscal year 1958, contained in the budget estimate before you, will 
upon its accomplishment, bring us nearer that objective. 


UNITS AND BASES 


In fiscal year 1958 we will reorganize 6 more fighter interceptor wings to air 
defense structure, which will give us a total of 17 by June 30, 1958. Our tactical 
wing structure will then consist of 17 air defense wings, 8 fighter interceptor wings, 
and 2 tactical reconnaissance wings. 

The number of tactical squadrons remains unchanged, 87, but our 6 tactical 
pombardment squadrons are to be reorganized to fighters. We will then have 79 
fighter squadrons and 8 tactical reconnaissance squadrons. They will be supported 
by 3 tactical control groups, 3 communications groups, 5 AACS squadrons, 30 
weather flights and 12 bands, plus the 2 AC & W squadrons in Hawaii. We will 
have, in addition, 4 air resupply groups and 4 air transport squadrons (air evacua- 
tion). These units will occupy 94 flying bases and 42 nonflying bases. 


AIRCRAFT 


By the end of fiscal year 1958, we expect to have 2,318 jet aircraft, and 296 
aircraft of the reciprocating type for a total of 2,614; 351 aircraft more than pro- 
gramed for the end of fiscal year 1957. These aircraft represent 94 percent of 
the 2,775 required. The program calls for 12 squndrons of F-86D type aircraft 
in fiscal year 1958. This rocket firing aircraft is new to the Air National Guard, 
and is now in operation in Florida where the 159th Squadron is testing it to 
determine lead-time requirements and the ability of the Air National Guard to 
maintain and operate it. Experiences so far compare favorably with that of 
other jet aircraft and we do not anticipate any delay in the conversion schedule. 
From a maintenance standpoint, we are making progress in providing special 
tools and facilities which will give our units a jet-engine field maintenance capa- 
bility and increase their tactical effectiveness. 


AIR TECHNICIANS 
. 


We have programed for an increase in air technicians from 13,172 on June 30, 
1957, to 14,300 on June 30, 1958. The increase is tied to our aircraft conversion 
program and to workloads at base level. As the result of the survey of 31 flying 
bases and 11 nonflying bases, we found there was an additional manpower require- 
ment in the aircraft maintenance area over that previously authorized; however 
the increase was far less than we had originally estimated when higher performance 
aircraft were programed. 

MILITARY PERSONNEL 


In the military personnel area, our fiscal year 1958 program calls for a year-end 
strength of 72,900. We expect no difficulty adding 4,300 personnel, including 
700 officers, 450 of them pilots, In fiscal year 1956, after the transfer of the 
SCARWAF program, our Air units had an actual gain of 6,112 and we programed 
for an increase of 5,066 in fiscal year 1957. This generally decreasing net gain 
reflects the manning situation in our units and shows that we are approaching the 
leveling-off stage. The net gain of 450 pilots presents no problem because we 
expect to graduate 494 Air National Guard pilots from Regular Air Force flying 
schools, and procurement from the Air Force Reserve pool should more than 
offset our expected attrition. 

FUNDS 


In order to accomplish the programs which I have covered, the Air National 
Guard is requesting $263 million in fiscal year 1958. This request is an increase 
of 1.6 percent over fiscal year 1957. Our personnel strength, however, increases 
by 6 percent and our flying hours by 12 percent over fiscal year 1957. These are 
two areas where we will have an increased dollar requirement in fiscal year 1958. 
There is also an increased dollar requirement in the Air technician program, which 
is affected directly by the personnel buildup, the increase in flying hours, and the 
number of complex aircraft entering our program. We have been able, however, 
to effect reductions in the major procurement and construction areas and thus 
keep the overall dollar increase to a minimum. We have accomplished these 
reductions through the careful screening of requirements and authorizations. 
Our units and personnel, in the interest of economy, are provided only the mini- 
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mum, essential facilities and equipment. For example, our equipment authorizg. 
tion lists represent a considerably stripped-down version of the equipment author. 
ized like-type units of the Regular Air Force. 

The $263 million fall into 4 major areas: Approximately $172.7 million is re. 
quired for operations and maintenance; $47.6 million for the pay, allowances 
and related support of military personnel; $22.7 million for major equipment, 
and the remaining $20.0 million for construction and improvement of Air Na. 
tional Guard facilities. 


OPERATIONS AND MAINTENANCE 













A total of $172.7 million are requested for operations and maintenance, and 
better than half of this amount, $89.1 million, is for direct operating cost of our 
aircraft. The number of flying hours, which is tied directly to the buildup in 
pilot strength, increases from 430,000 in fiscal year 1957 to 483,000 hours in fiseal 
year 1958. Of the $89.1 million, $36.3 million is for aircraft spares and spare 
parts, $22.4 million for aircraft fuel and oil, and $30.4 million for depot mainte. 
nance, all of which are based on Air Force experience factors. 

In addition to flying hour costs, we will require approximately $79 million in 
base maintenance and operations. Of this amount, $64.5 million are provided to 
cover the pay of an average of 13,824 air technicians at an estimated annual salary 
of $4,588 per man (plus FICA). $6.7 million for local purchases; $4.6 million for 
service contracts, rentals, and service agreements; almost $2 million for mainte. 
nance of vehicles and jet trainers, and the salaries of technical representatives 
necessary to our aircraft maintenance program, and the balance for travel, training 
aids, leased communication facilities, freight, printing, disposition of deceased, 
miscellaneous field training expenses, and rehabilitation and repair of Air National 
Guard facilities. 













MILITARY PERSONNEL 





In the military pay area, which calls for a year-end strength of 72,900, we are 
requesting $47.7 million to cover the pay, allowances and related support of 
military personnel. This requirement is based on an average assigned strength 
of 8,600 officers and 62,000 airmen; $21.5 million are provided to cover the 48 
unit training assemblies and the 36 additional training periods authorized for 
aircrew personnel. 2 

We will also require an estimated $17 million to cover 15 days of field training, 
other exercises and attendance at service schools. Here, too, the estimate reflects 
both experience as well as requirements. The other exercises include 8 days of 
bombing and gunnery, 2-day exercises preparatory to field training, and compet- 
itive bombing and gunnery meets. Service school training is being provided for 
approximately 2,264 officers and 7,829 airmen, exclusive of personnel attending 
school in an Air technician status for whom no military pay is provided. Pro- 
vision is also made for an additional 234 officers expected to take pilot and observer 
training-in-grade. 

We are also requesting $2.3 million for airmen clothing and the same amount 
for airmen subsistence; $4.4 million for active duty travel of officers and airmen, 
more than half of which is associated with travel to and from field training; 
$158,000 is required to cover death gratuity and disability payments for personnel 
killed or injured during training. 




















MAJOR PROCUREMENT 
















The third largest major area, from a dollar standpoint, is that of major pro- 
curement, where approximately $22.7 million are requested for major items of 
equipment essential to Air National Guard operations. For ground communica- 
tions and electronic equipment, we are requesting $4.9 million and for support 
equipment and supplies, we are requesting $5.6 million. These two areas make 
up almost one-half our equipment requirements. The equipment requirements 
include items for aircraft not previously assigned to the Air National Guard, 
replacements for worn out or obsolete equipment and for items previously required 
but not available for issue. 

We are requesting funds for 15 new lightweight mobile radar sets used for 
ground-controlled approaches, and 3 heavy height finders for use with radar direc- 
tion finders, which will provide valuable radar training for aircrews and ground 
operators and extend our radar coverage. We are also requesting funds for radio 
equipment, previously unavailable or which represents a new requirement. 

The $5.6 million for support equipment covers such items as shop machinery 
and tools, personal equipment, photo equipment, and food-service equipment. 
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We require $3.8 million for ammunition and $93,000 for weapons such as 
machineguns, pistols, rifles, and carbines. We are, as you know, going into 
rocket-firing aircraft—we will have 556 such aircraft by the end of fiscal year 1958. 

The balance of $8.3 million requested in the equipment area covers trucks, 
trailers, automobiles, material handling equipment, ground handling equipment, 
training equipment, and base maintenance equipment. 


CONSTRUCTION 


In the construction area, we have a requirement for $20 million in fiscal year 
1958. Our construction requirements in general are generated by increased 
personnel and jet conversion and are part of the long-range construction program 
approved by USAF and by the Assistant Secretary of Defense for Properties and 
Installations. 

This request will permit us to construct complete squadron facilities at Hutchin- 
son, Kans., and Jackson, Miss. At Hutchinson; we require a new 7,000-foot 
runway to operate the jet aircraft scheduled for that squadron in fiscal year 1958. 
We have programed a complete squadron facility (less runway) at Will Rogers 
Field, Okla., to replace existing temporary facilities of World War II vintage. 

Operation and training buildings are scheduled at Travis Field, Ga.; Alpena 
County Airport, Mich.; and at Barnes Field, Mass. An AC and W building is 
programed for Buckley Field, Colo., and Fort Dodge, Iowa. Other programed 
construction includes operations and training buildings for our Air Defense 
Groups, communications buildings, crash truck stations, hangars, and supply 
and armament storage buildings at various Air National Guard locations. All 
contemplated construction represents existing priority requirements or new 
requirements arising out of the reorganization of our tactical wings and the modi- 
fication of our aircraft inventory. 


This, gentlemen, presents a summary of the Air National Guard plans and pro- 
grams and dollar requirements for fiscal year 1958. Before concluding, allow me a 
moment to say that the Air Nationat Guard has been making maximum use of the 
funds and other resources which the Congress and the United States Air Force 
has made available to it. Our units are successfully carrying out their training 
mission and we are proud of the fact that with only a small additional outlay, in 
terms of financial support, we have become a part of the defense team, capable of 
contributing effectively to the security of the United States and its Territories. 
Our personnel are well aware that they are today being measured, not in terms of 
numbers—but in terms of readiness. Consequently, there is no place in the Air 
National Guard for a man unless he is prepared to do his job, and do it well. Itis 
for this reason, that I say to you in all confidence—visit our units and you will 
find they have earned your support. 

As a matter of information, of which no doubt you are aware, the House approved 
the amount we requested without any changes. We sincerely appreciate this 
“stamp of approval” and are happy to comply with the wishes of Congress toward 
making the Air National Guard a completely Ready Reserve force. 

Gentlemen, members of my staff and I are ready to provide you with such 
further information as you may desire. 


COMBAT CAPABILITY 


General Witson. Mr. Chairman, we have seen I think the greatest 
transformation in the Air National Guard in the past few years that 
I have seen in my connection with it for the past 29 years. I think 
the caliber of today’s Air Guard is unsurpassed in any Reserve com- 
ponent. I think it has a definite combat capability and it is truly 
a ready first line reserve. We are quite proud of the fact that in the 
past several years we have always met the programs that we have 
established for the Guard. 

We are also pleased over the fact that we have been able to reach 
a combat capability with our units to where we can use with very 
little additional outlay of funds the training dollar to support the 
Air Force in two of its programs. One of them I think you remember, 
sir, we started 2 years ago, which is the Air Defense augmentation 
program in which at 17 locations at that time we had aircraft standing 
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alert. That has been expanded in the year 1957 and we now haye 
20 units. 

Another program is the utilization of our AC and W squadrons at 
Honolulu and, starting July 1, at Denver and Salt Lake City to 
augment the air defense network of the ground control intercept 
portions of the Air Defense Command. 

Those three units will be standing alert 24 hours a day, 7 days a 
week, and will be feeding information to direction centers the same 
as any other GCI unit in the Air Force. 

We are quite proud of that program. 


TRAINING 


We have been able to increase our training which I think is most 
important. As you know we use non-prior-service personnel. With 
the cooperation of the States it has been made a mandatory require- 
ment that all non-prior-service personnel coming into the Guard 
program go through a period of active-duty training as the initial 
part of their training. 

We are also using to the full extent all school spaces that can be 
made available by Air Force for advanced training of our airmen. 
Our pilot procurement program has grown to such an extent that we 
are able to meet most of our requirement. I think this is of particular 
interest because a few years ago the average age of our tactical pilot 
was getting along the borderline, up to 32 to 35 years of age. 

It is now down to 29.3. It gives us the youth plus the experience 
to give us good tactical units. 


CONSTRUCTION 


Senator CHAavez. What about your construction? 
General Witson. Our construction is proceeding on program. We 
are asking in this appropriation $20 million for construction which is 
part of our master construction program and phased with the arrival 
of aircraft and development of units. 

Senator CuHavez. Will that item meet what you consider the re- 
quirements? 


FORCES 


General Witson. Yes, sir; for fiscal year 1958. 
We have been able to meet our personnel program. 

As to our units and bases, just to give you an idea of what we have 
in the guard, which will be a little different in reorganization in 1958 
than it was in 1957 and previous years due to meeting a war require- 
ment. We have at the present time 17 air defense wings, 8 fighter 
interceptor wings, and 2 tactical reconnaissance wings that total up to 
27 wings in the guard. That does not include all the support units 
that normally go with the wing headquarters. 

Senator Cuavez. Naturally, I would be interested in this from & 
personal standpoint and from a specific standpoint. How are you 
getting along with General Sage in New Mexico? 

General Witson. Getting along fine. He has a fine unit. It is 
being equipped with modern aircraft. We have construction for him 
to increase the ramp and other things necessary to meet his training 
requirements. 
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Senator Cuavez. It is my understanding that the New Mexico 
National Guard has a very fine history. 

General Wiison. Yes, sir, it has. It has a fine history both in 
training and in active duty for Korea and at other times that the unit 
has been called to duty. 

AIRCRAFT 


Another item of importance which I think you would be interested 
in is that we expect to have 2,318 jet aircraft in the guard program by 
the end of fiscal year 1958. I think 1958 will show the biggest year on 
modernization of the Air Guard that we have had in the history. In 
fact, over 50 percent of our units will be converted to what is con- 
sidered first-line equipment, which is the biggest modernization pro- 
gram we have ever had in the guard. We have our air technician 
program which I think is the backbone of the guard program, we will 
increase from 13,172 on June 30, 1957, to 14,300 on June 30, 1958. 
This is tied directly to our requirements ‘based on the new and modern 
aircraft and certain other increased programs that we are undertaking 
in the guard. 

AIR TECHNICIANS 


Senator Cuavez. With reference to that item, General, I note that 
you plan to increase about 2,000 in average strength. 

General Wiison. Yes, sir; over fiscal year 1957 average strength. 

Senator CuAvez. Bringing it up to an average of 13,824. 

General Witson. That is right. 

Senator Cuavez. I note you pay each personnel an average of 
$4,588 annually. 

General Wixson. That is correct, sir. 

Senator Cuavez. What skills do those technicians have to qualify 
them for that kind of salary? 

General Winson. That salary is comparable to what you pay in 
industry for aviation mechanics, electronic mechanics, communica- 
tions officers, supply personnel. It is a varying scale running from the 
lower skills to the higher skills. 

Senator Cuavez. It is their training and skill that makes that wage 
available? 

General Witson. That is right. You could not keep them unless 
you paid the prevailing wage of the area for that type of work, sir. 

I think that will complete my statement. 


PILOTS 


Senator CHavez. You also state, General, in the justification that 
the average number of pilots aboard at the end of 1956 was 7 percent 
less than anticipated. 

General Witson. That is correct, sir. There was a definite reason 
for that, Mr. Chairman. 

Senator Cuavez. I would like to know the reason. 

General Wiison. The one reason is that we stopped recruiting the 
pilots that came out of World War II who had not flown from 1945 up 
through 1950, especially when we are getting into this jet age. The 
retraining of the pilots was more than justified. We would much 
rather take a man and send him to flying school, and have him come 
out fresh, young, in the early twenties to take care of this tactical 
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Another reason that we did not quite meet our program was the 
fact that we reorganized some eight additional units where we spread 
the pilots which were not in the program at that time, and we spread 
the pilots into those units which made us fall, I think it was a total of 
147 pilots short of our program. 

Senator Cuavez. Is there anything further? 

General Wiison. No, sir; I have nothing. 


Workine CapitraLt Funps 


STATEMENT OF COL. ROBERT J. FRIEDMAN, DEPUTY DIRECTOR 
OF BUDGET, DEPUTY CHIEF OF STAFF, COMPTROLLER 


CURRENT STATUS OF INDUSTRIAL AND STOCK FUNDS 


Senator Cuavez. We will next take up working capital funds. 
Would you supply for the record a brief description of the current 

status of your industrial fund and your stock fund? Also supply a 

brief description of the language changes as found in the bill. 
Colonel FrrzepMANn. We will do that, Mr. Chairman. 

First we would like to present for the record the complete statement of 
the Chief of the working capital fund if that is satisfactory to the Chair, 
Senator CHavez. You may do so. 

Colonel FrrepMan. Thank you, sir. 
(The statement referred to follows: ) 


STATEMENT OF Miss Mary E. Riaas, Cuter, Spectra Funps BRANCH, FINANCIAL 
MANAGEMENT Diviston, DrrectoraTE or BupGet, DCS/Comprro.usr, on 
WorKING CapiraL Funps 


BRIEF BIOGRAPHICAL SKETCH OF WITNESS 


Born September 3, 1923, Calhoun, Ky. Studied business administra- 
tion, Owensboro, Ky.; advanced and industrial accounting, University of 
Alabama; and business administration, University of Hawaii. Km- 

loyed Hickam Field, T. H., 1944-50, as budget and accounting officer. 

articipated in first Air Force clothing revolving fund service test, 
1947—48, and in negotiations with Army re division of stocks, facilities, 
and responsibilities in Pacific theater when Air Force became separate 
Department, 1946-48. Transferred to Headquarters, USAF, in 1950 
and assigned to present position since June 1955. 


PURPOSE AND SCOPE 


Mr. Chairman and members of the committee, the Air Force stock and indus- 
trial funds were both established in fiscal year 1951 under authority of the National 
Security Act, as amended in 1949 (5 U. S. C. 172d). The purpose of the Air 
Force stock fund, as you recall, is to provide a simplified means of consolidated 
management, financing, control, and accounting for the procurement of commonly 
used stocks, the actual cost of which is chargeable, when issued, to the funds of 
the consuming activities. The industrial fund is very similar to the stock fund, 
both in principle and in operation. The primary distinction between the two 
funds is that the stock fund provides for the procurement for resale of end items, 
such as supplies and equipment, whereas the industrial fund provides for the 
performance of services and the production of an end item for sale. We shall 
discuss the programs and the financial status of each of the two funds separately. 


AIR FORCE STOCK FUND 


Prior to instituting or extending stock fund operations, consideration is given to 
the organizational usage and the scope of the items to ascertain that (1) there is a 
recurring demand and common usage of the items required in connection with 
military operations; (2) the items generally do not have a high potential obsoles- 
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cence rate; and (3) the items generally have been developed for use or application 
as standard material for continuing use. Two basic actions are required to get 
the stock fund operation underway. First, action is taken to capitalize the stocks 
on hand and on order at all locations to which the stock fund concept of operations 
jgextended. These assets are free receipts to the stock fund and constitute a part 
of the initial working capital. The second step is the allocation of cash working 
capital in a sufficient amount to enable the required procurement until collections 
are effected for the sale of material. These steps might be compared with a private 
concern beginning business, whereby they would acquire their intial stocks through 
personal or group donations of a going concern and the initial cash working capital 
through investment of the parties involved or through sale of stocks and bonds. 
When this has been done, the stock fund operation is ready for the revolving aspect 
which is basically as reflected in this chart. The cash invested is used to buy the 
required stock from industry and other designated sources of supply for resale to 
the authorized customers and for maintaining the required operating and materiel 
reserve inventory levels. The stocks are then sold through the designated sales 
outlet to Department of Defense activities and personnel and other authorized 
customers. Collections are then made from the customers either by cash or 
through billings in somewhat the same manner as sales are made by a mercantile 
establishment. The income derived from the resale of the stocks is then used to 
purchase additional stocks to replenish inventories as required and satisfy author- 
ized stock fund expenses, such as transportation and the cost of normal losses 
resulting from operations. 


PROGRESS OF STOCK FUND IMPLEMENTATION 


The Air Force stock fund began operation July 1, 1950, with 1 division—the 
Clothing Division, encompassing military individual clothing items and associated 
textiles and findings. On July 1, 1953, the fund was expanded to include two 
additional categories of materiel, that is, medical-dental supplies and equipment 
and aviation fuels and lubricants which encompass stocks at depots and bases 
worldwide. 

On July 1, 1955, the fund was expanded further to include the Commissary, 
Air Force Academy, and the General Supplies Divisions. The Commissary 
Division provides for the operations of commissary issue and commissary sales 
stores worldwide. ‘The Air Force Academy and the General Supplies Divisions 
were operated on a test basis during the first year. No further extension is 
contemplated for the Air Force Academy Division, The General Supplies 
Division, as you recall, initially included the stocks in the Zone of Interior depots. 

Our plans presented to you last spring relating to the capitalization of the base 
support stocks at the Zone of Interior depot locations did materialize and the 
stocks were capitalized as of June 30, 1956. Beginning with fiscal year 1957, we 
began consumer funding for procurement from the Genendl Supplies Division 
whereas during the first year of operation reimbursements to this division for 
sales made were effected centrally by the Air Materiel Command, Thus, during 
fiscal year 1957, there is a true buyer-seller relationship for this Stock Fund Divi- 
sion. Consideration is being given to the extension and expansion of this Division 
to include base stocks worldwide and to encompass all items authorized for local 
or base procurement. At the time the President’s budget for fiscal year 1958 
was prepared, it was planned that this division would be extended and expanded 
to oversea depots and to all Air Force bases effective July 1, 1957. These de- 
tailed plans and procedures were presented to the major commands in February 
and March 1957 for consideration and present indications are, as was indicated 
to the House Appropriations Committee during the fiscal year 1958 budget 
presentations, that it may be necessary to initiate the plan on July 1, 1957, ona 
test basis rather than the basis of full implementation. 

Such an undertaking, it is recognized, requires a major educational and in- 
doctrination effort on the part of all concerned if supply and operational disrup- 
tions are to be avoided. It is our objective to ferret out the problem areas during 
the test and as we prove the operations to extend the stock fund concept to 
other installations. The stock fund concept of operations enables us to reflect in 
our appropriation fund accounts and to charge the consumer activities require- 
ments on an expense basis as the items are requisitioned and issued. Thus from 
this standpoint, as well as from the standpoint of management, it is believed 
desirable to proceed with the extension and expansion of the General Supplies 
Division as expeditiously as development of detailed policies and procedures and 
orderly assimilation would warrant. 
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SINGLE MANAGER CONCEPT OF OPERATION 


In addition to the Air Force plans for furthering the stock funds, since our 
presentation of the fiscal year 1957 budget last spring, there has been a change in 
concept of stock fund organization within the Department of Defense. In January 
1956, a Department of Defense directive was issued establishing the policies for 
implementation of single manager assignments within the Department of Defense. 
In implementation of the single manager plan, the Secretary of Defense has 
made single manager assignments for subsistence, petroleum, clothing and textiles, 
and medical-dental supplies and equipment, all of which are in the process of 
being implemented. In the case of subsistence and petroleum, very little change 
is involved from an operational standpoint and relatively no change from a 
funding standpoint. 

The single manager assignments for clothing and textiles and medical-dental 
materiel both have a material effect upon the inventories, cash and procurement 
requirements of the Air Force in that all depot stocks owned by the Air Force, 
effective with the single manager “takeover,” were capitalized by the single man- 
ager. The effects will be illustrated later through the use of charts. 


REVISIONS IN PROGRAMS AND PLANS 


Many changes in plans for the Air Force stock fund were in the formulative 
and developmental stages during the preparation of the fiscal year 1958 budget. 
Some of these plans have been developed sufficiently now that refined estimates 
were prepared for presentation to congressional committees which we believe to 
be more representative of the requirements and the programs and plans to be 
earried out. The charts to follow reflect the refined estimates as they were pre- 
sented to the House with further modifications to take cognizance of the revisions 
that have been made subsequently to the programs and plans expected to be 
implemented effective July 1, 1957. 

n the charts that follow and as we did during the House presentations, we shall 
give you an order of magnitude of the effect upon the Air Force stock fund of a 
full year operation of the General Supplies Division on a fully extended and 
expanded basis, which would encompass base stocks and all authorized local and 
base procurement at locations worldwide. 

This chart sets forth in financial terms a summary comparison of the major 
elements of the stock fund operations as presented in the President’s budget, 
column 2, the refined estimate as presented to the House Appropriations Com- 
mittee, column 3, and the revised estimate, column 4, which represents the latest 
estimate of the modified programs and plans for the Air Force stock fund during 
fiscal year 1958. 

The fiscal year 1956 data was actual; therefore, there have been no revisions to 
the past year data. As you note, there have been revisions to a lesser degree in 
fiscal year 1957 between the President’s budget and the two later estimates. 
The revisions have been primarily in the Commissary and Aviation Fuels Divi- 
sions. 

The more significant revisions are in fiscal year 1958, as you note between 
columns 2 and 3 as compared with column 4. The reductions are in sales, procure- 
ment, and inventories and the resultant decrease in collections, disbursements, 
and net expenditures as reflected in column 4. These reductions are associated 
with the difference between the effect of the planned test operation as compared 
with the fully extended and expanded General Supplies Division and the exclusion 
of oversea depots. You note that our fiscal year 1958 sales under the modified 
programs are estimated to be $1.3 billion as compared with $1.9 billion in the 
refined estimate. The procurement for fiscal year 1958 is now estimated to 
amount to $1.3 billion, whereas the refined estimate included procurement require- 
ments of $2.1 billion. Inventories on hand as of June 30, 1958, will be approxi- 
mately $260 million less than were contemplated in the refined estimate. The 
stocks on order will also be reduced by approximately $103 million. You recall 
we mentioned the single manager assignments and that they would have an 
effect upon sales, procurement, and inventories in the Clothing and Medical- 
Dental Divisions of the Air Force stock fund. During fiscal year 1957 stock 
valued at approximately $200 million was transferred to the single manager 
stock funds for clothing-textiles and medical-dental. In fiscal year 1958, addi- 
tional stocks valued at approximately $30 million are to be transferred from the 


Air Force stock fund as a result of the single manager assignment for clothing and 
textiles. 
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Air Force stock fund—Summary comparison of fiscal year 1958 President’s b 


with presentations to House of Representatives and revised estimate of stock fund 
operations 
{Millions of dollars] 


Refined esti- | Revised esti. 









Included in mate pre- mate of 

fiscal year sen to modified 
Air Force stock fund operations 1958 Presi- House of program for 
dent’s budget} Represent- | fiscal year 


atives 
(2) 
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The procurement by the Air Force has increased since the depot assets pre- 
viously being applied to satisfy a part of the sales requirements are no longer 
available to the Air Force. Sales to agencies outside the Air Force will be reduced 
since stocks in long supply previously being sold outside the Air Force have been 
transferred to the single managers and are not available for sale by the Air Force. 
The net effect upon expenditures will be a reduction of $48.2 million, that is, 
instead of a net disbursement of $41.7 million, it is anticipated now that there 
will be a net collection of $6.5 million during fiscal year 1958. The sales in the 
General Supplies Division under the modified program are estimated to be around 
$125 million as compared with $720 million provided for in the refined estimate. 
The fiscal year 1958 procurement requirements for general supplies are now esti- 
mated to be approximately $94 million as compared with $850 million if we had 
proceeded on a fully extended and expanded basis for this Division. The general 
supplies inventories on hand as of June 30, 1958, are estimated to be approximately 
$135 million as compared with $400.2 million included in the refined estimate. 
be other elements of operations in the General Supplies Division also will be 
reduced, 

















STATUS OF CASH WORKING 





CAPITAL 













The following chart reflects the status of cash working capital. 
Column 1 of this chart shows the source of cash working capital for the Air 
Force stock fund for fiseal years 1952 through 1958. You note that between 
June 30, 1951, and June 30, 1956, there was a net increase of $221.3 million in the 
cash availability. The transfers in were made in contemplation of extension of 
the stock fund to include additional categories of materiel inclusive of common-use 
general supplies. The plans did not materialize as scheduled; therefore, du:ing 
this period of time a total of $325 million was returned to the Treasury as shown 
in column 4. In July 1956, an additional amount of $50 million was returned to 
the Treasury as shown in column 6, thus leaving a net balance of $221.3 million 
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as shown in column 7. Provision was made in the President’s budget for fiscal 

ear 1958 for the transfer of $62 million to the Air Force stock fund to provide 
for the extension and expansion of the General Supplies Division during fiscal 
year 1958. As previously mentioned, it was pointed out during the presentations 
to the House Appropriations Committee that this program probably would have 
to be carried out on a modified and test basis during fiscal year 1958. The $62 
million proposed transfer from the Army stock fund to the Air Force stock fund 
was deleted by the House on the basis that it was considered inadvisable to transfer 
funds from one service to another. The committee requested the Department of 
Defense to take the necessary steps to submit a direct appropriation request 
through the Bureau of the Budget and the President to provide for the necessary 
requirements in the Air Force stock fund. Inasmuch as it has been determined 
to be impracticable to expand the operations of the General Supplies Division on 
a fully extended and expanded basis during fiscal year 1958, it is possible for us 
to continue operations on the present scale, plus the test, without the $62 million 
of increased capital. Accordingly, no request for funds is being submitted for the 
Air Force stock fund for fiscal year 1958. Thus, it is anticipated that the $221.3 
million cash working capital presently available will be sufficient to carry out our 
plans for the Air Force stock fund through June 30, 1958. 
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FINANCIAL CONDITION 


The following statement of financial condition sets forth in summary the effect 
of operations of the revised program and plans upon the account balances as of the 
end of fiscal years 1956 through 1958. The majority of the downward adjustment 
of the cash on hand from $328.5 million as of June 30, 1956, to $258.5 million by 
June 30, 1958, resulted primarily from a return of $50 million to the Treasury, from 
the required buildup in aviation fuels inventory in fiscal year 1957, amounting 
to $30 million, and the requirement for Air Force payment for items on order 
which are to be delivered without charge to single managers upon receipt from 
contractors. The accounts receivable balances of $132.3 million to $168.2 million 
as of June 30, 1956, to June 30, 1958, are related to the changes in sales programs 
and are equivalent to approximately 54 days of average daily sales. The reduction 
in inventory from $774.2 million as of June 30, 1956, to $546 million as of June 
30, 1958, is primarily related to the stocks transferred as a result of the single 
manager assignments. The increase in accounts payable balances of $127.2 
million on June 30, 1956, to $139.6 :nillion by June 30, 1958, is related to the 
increased procurement requireme.s The days level of accounts payable in 
the stock fund as a whole is reduced from 49 days to 38 days between the two 
periods referenced above. The total balances of contributed cash are as reflected 
on the Status of Cash Workin; Capital Chart. The changes in capitalized 
inventories between June 30, 1956, and June 30, 1957, are primarily the result 
of the application of the single manager assignments. The decrease in capitalized 
inventories from $763.6 million to $745.0 million during fiseal year 1958 is also 
primarily related to stocks transferred as a result of the single manager assign- 
ments. The total investment in the Air Force stock fund is likewise affected 
by the adjustments in contributed cash and capitalized inventories and amounts 
to approximately $1.1 billion as of June 30, 1956, as compared with $857.3 million 
as of June 30, 1957, and $833.1 million as of June 30, 1958. 


Air Force stock fund—statement of financial condition 








[Thousands of dollars] 
June 30, 1956, | June 30, 1957, | June 30, 1958, 
actual estimate estimate 
ASSETS 
I IR cd) eS oie wdpeeinnk hl Tw cake beeen $328, 491 $251, 279 $258, 540 
I IN ga is ls a ceeding rll ieee 132, 323 148, 831 168, 169 
inventories: 
Operating stocks ___- Bead vas dcteks awn nele (553, 696) (335, 201) (290, 417) 
EE ONTO NOG nds. 55 3 sn eeaeen an Sopnsaneeaminmiaaes (199, 117) ba ee (252, aon} 
nn On GUNNS GOONER... 0. -- 55.6 cceasccceunsannne camila (21, 426) (5, 658 (3, 400 
Te SAVORINGS 6 one cacnccaecacncdouonaeuenacuenues 774, 239 595, 933 546, 020 
Total assets. ecietameeeuee $1, 235, 053 $096, 043 $972, 729 
LIABILITIES AND INVESTMENTS 
Liabilities: 
I IND se, «sin dm ental liiueiiloke ait saiteediieoaaeeh i 127, 165 138, 701 139, 642 
Other liabilities... _- A ; a uendiimeniiined alien ciliata Jo We Lnsauceakéonnceieesanbicnnans 
Investment: 
Contributed cash: 
I oni tn trainin in aGasdeeanntbna tension dade eaute (195, 125) (221, 300) (221, 300 
Undistributed..______.__- ep tiang danke bse (76, 175) (0) (0 
Capitalized inventories... ___- LL ives eglenbsa bell (937, 877) (763, 646) (745, O54} 
Changes to investment __-_-_. ssn epinidaticaieheitas ee (—109, 201) (—127, 604) (—133, 254 
Total investment- ikdincigieecnbnieeetedemietea 1, 099, 976 857, 342 833, 087 
Total liabilities and investment _....................-..- $1, 235, 053 $996, 043 $972, 729 








Arr Force INpDusTRIAL FuNpD 


PURPOSE AND SCOPE 


Industrial funds are established to provide a more effective means for controlling 
the cost of goods and services produced by industrial- and commercial-type activi- 
ties, and a more effective and flexible means of financing, budgeting, and account- 
ing for such operations. The use of industrial funds creates a more complete 
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buyer-seller relationship, which induces a greater sense of responsibility and 
management on the part of the buyer. The seller is then required to produce the 
required quality within the time period sufficient to meet the demands of the 
customers and to charge the customers with the industrialized expenses, Tn 
addition, industrial funds facilitate the application of performance-type bu 
and accounting in that the cost of goods and services produced are reflected 
against the end-use program or user. These advantages promote cross-serviej 
between departments for common-use goods and services. At the present tim, 
the Air Force operates two programs under the industrial fund, and we haye 
plans to include an additional program in fiscal year 1958. These programs are 
discussed briefly below. , 
PRINTING SERVICE 


The Printing Service was the first program in which the Air Force used the 
industrial fund method of financing. A test operation was begun in 1 plant on 
July 1, 1950, and industrialization was extended to 7 additional plants on July 1 
1954. These eight plants are all located within the continental United States and 
provide printing which cannot be procured commercially because of security or 
priority reasons. The estimate provides for the continued operation of thege 
plants through fiscal year 1958. Consideration is being given to increasing the 
scope of the printing program to include the duplicating centers which would 
increase the income and expense above this estimate by approximately $1.5 mil. 
lion. The purpose of this expansion is to provide for consolidated management of 
the equipment, personnel, and material now engaged and used in providing 
duplicating services at the same locations of the industrialized plants. 


LAUNDRY AND DRY CLEANING SERVICE 


All Air Force laundry and dry cleaning plants were incorporated under the Air 
Force industrial fund on July 1, 1955. Approximately 50 plants are operated, 
both within the Zone of Interior and oversea areas, and provide services to depart- 
mental agencies, service personnel and their dependents, and in some areas to 
authorized civilian employees. The estimate provides for the establishment of 
5 additional plants and the disestablishment of 1 plant between June 30, 1956 and 
June 30, 1958. 

MILITARY AIR TRANSPORT SERVICE 


The Air Force plans to include the airlift portion of the Military Air Transport 
Service (MATS) under the industrial fund in fiscal year 1958. The airlift service 
program is still in the formulative stage; therefore, the details regarding the effect 
of the industrial fund operatlon of MATS have not been reflected in the estimate 
and charts now being presented. 


CASH WORKING CAPITAL 


The initial cash working capital, amounting to $1 million, was transferred to 
the Air Force industrial fund pursuant to the same authority under which the 
fund was established. In fiscal year 1955, $160 million was transferred to the 
fund in anticipation of an earlier industrialization of MATS, bringing the total 
to $161 million as of June 30, 1955 as shown in the first column of this chart. Of 
this amount, $598,000 was allocated to the Printing Service. During fiscal year 1956, 
since MATS was not industrialized, the sum of $155 million was withdrawn from 
the fund, leaving a balance of $6 million as of June 30, 1956. Of this amount 
$800,000 was allocated for the establishment of the laundry and dry cleaning 
program under the fund and $598,000 remained in the Printing Service. Pro- 
vision was made in the President’s budget for the transfer of $100 million cash 
working capital from the Army stock fund to enable implementation of the indus- 
trialization of the airlift service program, Action by the House Appropriations 
Committee resulted in the deletion of this proposed transfer and the committee 
recommended that the Department of Defense initiate action to request a direct 
appropriation for the amount of cash working capital required by the Air Force 
to carry out this program. The same reason was stated by the House committee 
for the deletion of the language for the transfer of the $100 million to the Air 
Force industrial fund as was stated for the deletion of the provision for transfer 
to the Air Force stock fund. However, the House report included the following 
comment regarding the MATS industrialization: The committee has commented 
a number of times in the past on the desirability of putting the Military Air 
Transport Service under an industrial-fund-type operation. The fact that the 
committee has not acted on the budget request for working capital funds for this 
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e does not indicate a change in that position. It is to be hoped that the 

partment will succeed in getting a budget estimate for this purpose through 

the Bureau of Budget in time to be incorporated in the Department of Defense 
appropriation bill in the Senate.” 


Air Force industrial fund—Status of cash working capital 


[In thousands] 









































Fiscal year 1956 Fiscal year 1957 Fiscal year 1958 
Balance 
June 30, | Increases Increases Increases 
1955 |(+) or de-| Balance |(+) or de-| Balance |(+) or de-| Balance 
creases |at June 30} creases |at June 30} creases jat June 30 
(-) (=) (-) 
(1) (2) (3) (4) (5) (6) (7) (8) 
cisligibccaiedtil | ceilitmasenlllaieibabicaclitealll centile tiapaald fais 
Availability: 
Total available_____ _..| $161, 000 294das tien an dgbedt tds iced eee le Siete aie oa 
Transfers in__.__-_- bel nanssass ss tigi cae stig Hijet lps = cea $100, 000 |___- oa 
Rescission_._- date —$155,000 cin [asin oscw ews laannaantaeiiecttie te dee ee ee 
Net availability- ‘i $161, 000 | —$155, 000 $6, 000 0 $6, 000 | $100, 000 $106, 000 
— SSS = == 
Distribution of availability: 
Printing service $598 - $598 |____ 4 $598 eeu $598 
Laundry and dry ceemaens 
service. -_-- ae | 800 800 |__ ce 800 a 800 
Total allocated ____- ! 598 | 800) 1,398 |___- 1 oat aaek 1, 398 
Unallocated and/or for ‘an am 
expansion... | 160, 402 | —155,800| 4, 602 | 4,602 | 100,000 | 104, 602 
Total availability- | $161, 000 i 000) $6, 000 0 $6, 000 | $100, 000 $106, 000 














In accordance with the House committee action and request, appropriate action 
has been initiated by the Department of Defense within the executive branch and 
it is understood that discussions are underway to determine the method of pre- 
senting this matter for your consideration. With the addition of the $100 million 
being requested for fiscal year 1958, there will be a total of $106 million cash work- 
ing capital in the fund as of the end of fiscal year 1958. The distribution of the 
cash will be as indicated in the lower section of this chart, that is, $598,000 for 
the Printing Service, $800,000 for the Laundry and Dry Cleaning Service, and 
$104.6 million for the airlift service program. 


PROGRAM ACTIVITY 


Activity in the two programs currently operating under the industrial fund is 
expected to remain relatively stable for the 3 years covered. It is estimated that 
the industrialized printing plants will produce approximately 1.5 billion units, 
which actually exceeds established standards. It is estimated that the total 
production in the laundry and dry cleaning plants during fiscal year 1958 will 
increase over fiscal year 1956 by approximately 15 million pieces for a total of 
over 129 million pieces processed by these plants. This increased production is 
due primarily to the addition of the five new plants previously mentioned. 


DISTRIBUTION OF INCOME AND EXPENSE 


The following chart shows the total income and expense of the fund, as well 
as the distribution of the expenses by type. Income in fiscal year 1956 was 
$11.9 million and is estimated to be $12.4 million for 1957 and $13.2 million for 
1958. Income is expected to increase in 1957 as a result of providing additional 
printing distribution services to the customers and the addition of four new 
laundry and dry cleaning plants. Income in 1958 is estimated to increase over 
1957 as a result of the full-year operation of the 4 new plants established in 1957 
and the 1 new plant to be established in 1958. In addition, billing prices will 
increase in 1958 as a result of the inclusion of a new-item of reimbursable expense, 
the Government’s share of contributions to the civil service retirement fund. 
Sales prices are established at a level to provide for recovery of certain operating 
expenses which are exclusive of costs such as the acquisition of capital equipment 
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and the pay of military personnel, which are borne by the applicable appropria. 
tion, and nonfunded expenses such as depreciation of machinery and equipment 
Actual expenses were $11.4 million in 1956, and are estimated to be $12.2 million 
in 1957 and $13.2 million in 1958. In 1956 a net gain from operations of $434,009 
was generated, primarily as a result of oversea laundry and dry cleaning opera. 
tions. Action is underway to provide for the recovery of reimbursable expenses 
without a net gain thereafter. Prior to this revision, however, it is estimated 
that a net gain of $152,000 will accrue. During 1958, it is estimated that the 
industrial-fund expenses will equal income. The lower portion of the chart shows 
the distribution of each dollar of revenue by the major elements of expense. This 
distribution by category remains relatively constant for all 3 fiscal years. [p 
1958, direct labor, which consists of those personnel expenses which can be directly 
identified with the end-item production of goods or services, amounts to 50 cents 
of each dollar of income. Production expense, which consists of costs not specif. 
ically identifiable with a particular job or function, such as indirect labor, ink 
utilities, soaps, etc., amounts to 27 cents. Direct material, consisting of press- 
work paper, amounts to 11 cents. Administrative expenses, such as adminis- 
trative salaries and supplies, amount to 10 cents. Other direct costs, consisting 
of commercial printing procurement, amount to 2 cents. The net gain from 
operations accounted for 4 cents of each dollar of revenue in 1956 and 1 cent in 
1957. As indicated above and in the upper portion of this chart, no gain js 
anticipated during fiscal year 1958. 
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Statement of financial condition 









































{In thousands] 
np seen ese vencoeeeili is 
June 30, 1956,|June 30, 1957,/June 30, 1988, 
actual estimate estimate 
Assets: 
soon anlld winnie cndnigaain namekbe $7, 105 $7, 130 $106, 765 
ink tin athe Dian nasiedinghianae aia 785 804 821 
MOIS feb ogc ac eh wo 2 Sooo aceon ae aewiiees 891 S41 804 
i s Faiehig nc cjbeca Gece ns necks sekuso wen 1 0 0 
fo Ee > eee ee ae ee ieieete sae $8, 782 $8, 775 $108, 399 
Liabilities and investment: 
Liabilities: 
ERA Nh had nacinconsunepotrecman snes 471 382 404 
Se RN Ne ne ace ekanee 1, 014 1, 039 1,133 
Federal Republic of Germany support____._..--__._-_- 616 521 0 
Oe ht 8 8 ono ok Soe. enc cee cet $2, 101 $1, 942 $1, 557 
Investment of U. 8S. Government: F 
nN Me ks Dic tenhinnncioncmbeag $6, 000 $6, 000 $106, 000 
ON SO” eee eee cal 197 197 197 
Cages ep Miveneiens...........5. 2... ....----- 200 484 636 636 
TOGEEOMRGEEBONE X, . <i .ig <= --- bad Ses... 2-- -- $6, 681 $6, 833 $106, 833 
Total liabilities and investment_..........-.....-_.- $8, 782 $8, 775 | $108, 399 








FINANCIAL CONDITION 


May we now briefly review the overall financial condition of the Air Force 
industrial fund which is set forth in the following chart as of the end of each 
fiscal year. Total assets were $8.8 million at the end of fiscal years 1956 and 1957 
as compared with $108.4 million as of the end of 1958. As you will note, cash on 
hand constitutes the major portion of our assets. The increase in cash, as well as 
total assets for 1958, is related to the $100 million increase in cash working capital 
previously mentioned. Accounts receivable are estimated to increase slightly in 
each year as the result of the increase in volume of sales of printing and laundry 
services. Inventories show a constant downward trend as a result of the efforts 
to reduce inventory levels to a more economical and efficient level. Total liabili- 
ties were $2.1 million on June 30, 1956, and are estimated at $1.9 million by the 
end of 1957, as compared with $1.6 million by June 30, 1958. Accounts payable 
are estimated to decrease in 1957, which is the second year of operation of our 
laundry and dry cleaning plants on an industrialized basis. In 1958, they will 
increase as a result of increased purchases. Accrued liabilities, which include 
accrued salaries and wages, annual leave, and other accruals, increase in 1958 as 
a result of the addition of the civil service retirement liability mentined pre- 
viously. The Federal Republic of Germany support represents a liability for 
goods and services for the support of the two laundry and dry cleaning plants in 
Germany. This liability decreases in 1957 as a result of the payment of the 1956 
accrual, and is eliminated by the end of 1958 as a result of payment of the 1957 
accrual, since the support is anticipated to be discontinued during the latter part 
of fiscal year 1957. Discontinuance of this support is contingent, however, upon 
the nonextension of agreements between the two nations. If this arrangement 
is again extended, a liability will still exist at the end of fiscal year 1958. 

Total investment increases from $6.7 million to $6.8 million by the end of fiscal 
year 1957 and $106.8 million by June 30, 1958. The increase in 1957 is attributable 
to the $152,000 increase in change to investment resulting from the estimated net 
gain from operations, and in 1958 to the additional $100 million to be added for 
the planned expansion of the fund to include the Airlift Service. 


SUMMARY OF FISCAL YEAR 1958 REQUEST 


In summary, the Air Force request for fiscal year 1958 for the working capital 
funds consisted of additional cash in the amount of $162 million—$62 million for 
the stock fund and $100 million for the industrial fund. The President’s budget 
provided for transfers of amounts from the Army stock fund. The House Appro- 
priations Committee did not consider the technique of transfer to be desirable 
and, therefore, did not approve the request but recommended that direct appro- 
priation requests be developed to satisfy Air Force requirements. 
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In view of changes in programs and plans for the Air Force stock fund since 
reparation of the President’s budget, it has been determined that no additional 
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aah will be required for the stock fund operations during fiscal year 1958. 


It is understood that action is underway through the Bureau of the Budget and 
the President to request an appropriation of $100 million for the industrial fund, 
















FINANCIAL CONDITION 





Colonel FrizpMAN. Our total assets were $8.8 million at the end 
of fiscal years 1956 and 1957. Iam speaking here of the industrial fund, 

sir. This compares with $108.4 million as of the end of fiscal year 1958. 

The increase in total assets and cash on hand, is related to the $100 

million increase in cash working capital previously mentioned. 

Accounts receivable are estimated to increase slightly in each year 
as a result of the increase in volume of sales in the printing and laund 
services. Inventories show a constant downward trend as a poonn | 
of the efforts to reduce inventory levels to a more economical and 
efficient level. 

Total liabilities were $2.1 million on June 30, 1956, and are estimated 
at $1.9 million by the end of fiscal year 1957 as compared with $1.6 
million by June 30, 1958. 

Accounts payable are estimated to decrease in 1957, which is the 
second year of operation of our laundry and dry cleaning plants on 
an industrialized basis. 

Senator CHavez. What is the reason for the decrease? 

Colonel FrizepMan. This would be a decrease in the amount of 
business, a general lowering of the inventories, and the acceleration 
of payments to vendors, and, therefore, our accounts payable would 
drop consistent with that, sir. 

Senator CHavez. Who will do that work in case you do not do that 
work? 

Colonel FrrepMan. We will provide the services from the industrial 
fund. This is primarily an effort to get on a better business basis, 
sir, by accelerating our payments to vendors. 

Senator Cuavez. Trying to become more efficient? 

Colonel FrrepMan. That is correct. Speaking again to accounts 
payable, in 1958 they will increase as a result of increased purchases. 
Accrued liabilities, which include accrued salaries and wages, annual 
leave and other accruals, will increase in 1958 as a result of the addi- 
tion of the civil service retirement contribution, the 6% percent factor 
which I spoke of yesterday. 


FEDERAL REPUBLIC OF GERMANY SUPPORT 


The Federal Republic of Germany support represents a liability 
for goods and services for the support of the two laundry and dry- 
cleaning plants in Germany. This liability decreases, however, in 
1957 as a result of the payment of the 1956 accrual and is eliminated 
by the end of fiscal year 1958 as the result of payment of the 1957 
accrual, since the support is anticipated to be discontinued during 
the latter part of fiscal year 1957. 

Senator CuHavez. Do the deutschemarks come into the picture on 
that item? Where do you get the support from Germany? 

Colonel FrrepMANn. From the deutschemarks, sir. 

Senator CuHAvez. It appears that they cut the support in half last 
year. 
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Colonel FrrzepMan. That is correct. 

Senator Cuavez. It is possible that they may cut it even more this 

year. Would you have to make up the difference if they did that? 
_ Colonel Frizpman. In the operations and maintenance area I cap 
state definitely, yes, sir, we would have to make that up. This, of 
course, accounted for the $21.9 million reduction by the House where 
they did assume we would receive deutschemarks to that extent. 

Senator Cuavez. If you do not receive them you will have to pay 
them out of your own budget? 

Colonel FrrepMan. That is correct, sir, and our reclama so indicates, 
We have indicated that we would require supplemental funds to 
finance the program. 

To continue, the total investment increases from $6.7 million to 
$6.8 million by the end of fiscal year 1957 and $106.8 million by June 
30, 1958. 

Senator Cuavez. I wish you would explain what you mean by total 
investment. 

Colonel FrrepmMan. This would be primarily cash working capital, 

The increase this fiscal year 1957 is attributable to the $152,000 
increase in change to investment resulting from the estimated net 
gain from operations, and in fiscal year 1958 to the additional $100 
million of which I spoke before. 

Sir, that concludes the statement on the financial condition of the 
industrial fund. 

APPROPRIATION LANGUAGE CHANGES 


In accordance with the Chair’s request I will proceed to the language 
changes. If I may, sir, most of the changes are simply codification 
changes. I will run through those rapidly. 

Senator Cuavez. Colonel, you might put those in the record, if 
you may. 

Colonel FrrepMan. Yes, sir, I will insert this into the record, sir. 
If the Chair desires I can brief it now. 

Senator Cuavez. I wish you would. 

Colonel FrrepMan. Was it the Chair’s desire that I insert it in 
the record? 

Senator Cuavez. I wish you would insert it in the record but I 
would like to have you brief it. 

Colonel FrrepMan. Very well, sir. 

(The information referred to follows:) 


1, AIRCRAFT AND RELATED PROCUREMENT 
(a) Change 


Reference to (section) ‘‘1136, Revised Statutes, as amended’”’ is deleted and 
the language “9974 of title 10, United States Code’”’ is substituted therefor. 


(b) Reason for change as reflected in President’s budget 
The reference ‘‘1136, Revised Statutes, as amended” has been changed to con- 
form with Defense Codification Statute (Public Law 1028, 84th"Cong.). 


2, PROCUREMENT OTHER THAN AIRCRAFT 


(a) Changes 


(1) After ‘‘motor vehicles’”’, the following words have been added: ‘for replace- 
ment only (including ten and eight at not to exceed $3,000 and $2,400 each)”. 
(2) House action adds the following language to that contained in the Presi- 
dent’s budget: ‘$1,146,000,000, to remain available until expended, of which 
amount $21,500,000 shall be transferred to ‘Establishment of Air Navigation 








id 
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Facilities’, CAA for the Department of Defense share of the cost of the 1958 pro- 
gram for the air navigation system known as VORTAC”. 


(b) Reason for change as reflected in President's budget 


The words “for replacement only” inserted to include in the appropriation 
janguage, limitations as to the number of passenger motor vehicles which may be 
procured for other than replacement purposes. This action is in accordance with 
the recommendation of the House Appropriation Committee contained in its 
report of hearings on the Department of Defense Appropriation Act for fiscal year 
1957 and will permit the discontinuance of the limitation in the general provisions 
similar to section 627 of Public Law 639, 84th Congress. 

The phrase “including ten and eight at not to exceed $3,000 and $2,400 each”’ 
inserted to allow the Air Force to procure replacement medium sedans for high 
Air Force officials at a cost in excess of the $1,350 legal limitation. The Air Force 
feels that the highest ranking air commanders, and other officials in positions of 
similar or higher authority and responsibility, in order to effectively perform their 
duties, should furnish appropriate transportation to the high dignitaries with 
whom they must deal. Cabinet members, Senators, Representatives, foreign 
dignitaries, State and local officials and other distinguished citizens visit these 
Air Force officials for familiarization tours and other official purposes and trans- 
portation befitting their titles and positions should be provided. 


3. OPERATION AND MAINTENANCE 
(a) Changes 

(1) Reference to “10 U. S. C. 9778” substituted for ‘10 U. 8S. C. 1346’. 

(2) Reference ‘‘50 U. 8. C. App. 1705-1707” substituted for ‘50 U.S. C. 1705- 
1707”’. 

(3) Reference ‘‘section 7208 of title 10, United States Code’’ substituted for 
“the Act of August 2, 1946 (5 U.S. C. 421f)’’. 

(4) After the phrase ‘‘special services by contract or otherwise;’’, the following 
language has been added: “rations (including commutation thereof) for applicants 
for enlistment; and’. 

(b) Reason for change as reflected in President’s budget 

The citations to statutory authority were revised to conform with Defense 
Codification Statute (Public Law 1028, 84th Cong.). 

And “rations (including commutation thereof) for applicants for enlistment” 
(deleted from ‘‘ Military personnel, Air Force’’) since applicants for enlistment are 
not ‘military personnel’ and expenses in their behalf are in reality a part of re- 
cruiting costs which are charged to “Operation and maintenance, Air Force.” 


4. MILITARY PERSONNEL 

(a) Changes 

(1) After the words “‘personnel of the Air Force of the United States on active 
duty” the following language has been deleted: ‘including duty under section 5, 
National Defense Act, as amended, or section 252 of the Armed Forces Reserve 
Act of 1952 (50 U.S. C. 1003)”. House action alters the above by inserting the 
following phrase rather than approving the deletion recommended in the Presi- 
dent’s budget: “including duty under seciions 265 and 8033 of title 10, United 
States Code.’ Discussion of this language may be found on pages 596, 915, and 
916 of the House hearings. 

(2) After the words “rations for’’ the following phrase has been deleted: 
cants for enlistment’’. 

(3) After the words “‘as authorized by regulations, to’’ the following has been 
deleted: ‘‘applicants for enlistment and’’. 


“cc 


appli- 


(b) Reason for change as reflected in the President’s budget 

The phrase “including duty under section 5, National Defense Act, as amended, 
or section 252 of the Armed Forces Reserve Act of 1952 (50 U.S. C. 1003)” has 
been deleted as a counterpart of a change in the language of the Air National 
Guard appropriation. 

By making the language changes in both appropriations, Air National Guard 
and Reserve personnel on active duty will be paid as part of the active military 
forces from ‘‘ Military personnel appropriation, Air Force.” 

The words ‘‘applicants for enlist ent’? have been deleted since these individuals 
are not “military personnel” and expenses in their behalf are in reality a part of 
hee costs which are charged to Operation and maintenance appropriation, 

ir Force. 












— 
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5. AIR NATIONAL GUARD 
(a) Changes 


(1) After the words ‘equivalent duty” the following language has been deleted: 
“including officers on duty under sections 5 and 81, National Defense Act, ag 
amended, and section 252 of the Armed Forces Reserve Act of 1952 (50 U. §. @ 
1003)”. House action alters the above by inserting the following language jy 
lieu of approving the deletion recommended in the President’s budget: “includj 
officers on duty under sections 265, 8033, and 8496 of title 10, United States Code™ 


Discussion of this language may be found on pages 596, 915, and 916 of the House 
hearings. 


(2) The words “sections 2231-38 of title 10, United States Code;” have been 
substituted for “the Act of September 11, 1950 (Public Law 783, as amended)”, 
(3) After the words “transportation of things; purchase” the following langua, 
has been inserted: “not to exceed forty-four, of which eighteen shall be for 

replacement only’’. 
(b) Reason for changes reflected in the President’s budget 

The authority is deleted so that these individuals will be part of the active 
military forces and, accordingly, are included in the Military personnel appropria- 
tion, Air Force. 


To reflect the current citation as a result of the codification of the law under 
title 10 of the United States Code. 
Language added to provide for the authority for the procurement of intitia] 


requirements for passenger motor vehicles and to limit the number which may be 
replaced. 


6. REVOLVING AND MANAGEMENT FUNDS 
(a) Change 


New language has been proposed for the Air Force industrial fund. 
(b) Reason for change reflected in the President’s budget 


To provide for additional working capital required in the industrial fund for 
fiscal year 1958. 


LANGUAGE AND CHANGES REQUESTED 


Colonel FrrepmMan. Title 5, Department of the Air Force. I now 
refer to ‘“‘Aircraft and related procurement.’’ There is a deletion of 
the reference, ‘‘1136 Revised Statutes as amended.” This change is 
necessary to conform with the defense codification statutes, sir. 

“Procurement other than aircraft’’ contains the requested change 
having to do with vehicles, sir, which we discussed yesterday, that is, 
to include the phrase, “including 10 and 8 at not to exceed $3,000 and 
$2,400 each.” 

Senator Cuavez. Those are the vehicles? 

Colonel FrizpMan. That is correct, sir. Those are the 18 vehicles 
which comprise the total involved. 

Senator Cuavez. For very important persons? 

Colonel FrrepMANn. Yes, sir. 

In the appropriation “Operation and maintenance” there is a change 
to the citation of statutory authority, revised to conform with the 
defense codification statute. 

Another change inserts the language “rations, including commuta- 
tion thereot, for applicants for enlistment’’, deleted from ‘Military 
personnel, Air Force,” since applicants for enlistment are not “military 
personnel” and expenses in their behalf are in reality a part of recruit- 
ing costs which are charged to “Operation and maintenance, Air 
Force.’ 

The next change is to the appropriation ‘‘Military personnel.’ This 
is a codification change, sir, and the bracketed section has been deleted 
as a counterpart of a change in the language of the Air National Guard 
appropriation. 
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Senator CHavez. Are you referring now to applicants for enlistment? 

Colonel FriepMAN. I was previously, sir. 

Senator Cuavez. Applicants for enlistment? 

Colonel Fr1iepMan. That is correct, sir. 

The next change, sir, is in the Air National Guard appropriation. 
It is on page 27, sir, of the document before you. It is the counter- 
change to the one in connection with military personnel, having to do 
with pay of guardsmen. 

Those are ‘all the changes, sir. 

Senator Cuavez. Is that all, Colonel? 

Colonel FriepMANn. That is all, sir. 

Senator Cuavez. Thank you. 

Colonel FrrepMan. Thank you, Mr. Chairman. 


REQUEST FOR APPLICATION OF OBLIGATION RESTRICTION 


Senator Cuavez. General Moore, will you obtain for the record a 
breakdown by each appropriation showing the application of the 
Wilson memorandum of May 22 which restricted the services from 
obligating $500 million during June 1957? At the present time the 
committee knows that the $500 million applies to the services as 
follows: Army, $100 lea Navy, $150 million; Air Force, $250 
million. 

Will you obtain the detailed breakdown by appropriation? 

General Moore. Yes, sir, Mr. Chairman. 

(The information referred to follows:) 


Application of the $500 million reduction in planned obligations for fiscal year 1957 





Army: 
Procurement and production, Army___- Sank la aioe eee $74, 000, 000 
Research and development, Army - - ---- ; hile Gieasinte 6, 000, 000 
Military construction, Army : PUOLATS. ose 20, 000, 000 
Total, Army_- (tii«nd BERTI 100, 000, 000 
Navy: 
Marine Corps procurement a ip wy a @ ask Sem mace age 
Aircraft and related procurement, Navy-_- : List _.. 45, 300, 000 
Shipbuilding and conversion, Navy - Sots ti3) £5 oot 16, 500, 000 
Procurement of ordnance and ammunition, UI acs am ace bict 19, 500, 000 
Research and development, Navy----__---------- eevee aed 12, 000, 000 
Military construction, Naval Reserve Forces_______---_-___- 1, 700, 000 
miltary construction; Navy i228 oss elo aed i 23, 800, 000 
Wey TIRES ccd tng ep enrstrnm lee Seed 6 aeeees «beet 150, 000, 000 
Air Force: 
Aircraft and related procurement, Air Force_--—--_------ _... 150, 000, 000 
Military construction, Air Force_..........-.------- _... 100, 000, 000 
otek, Air: Fare@s. icici ces whi cin wee ee ee 250, 000, 000 
Care COAG 6 kW. 5s bun onde a eene esas eee 500, 000, 000 
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STATEMENT OF REAR ADM. GEORGE F. BEARDSLEY, UNITED 
STATES NAVY, ASSISTANT COMPTROLLER, DIRECTOR OF 
BUDGET AND REPORTS, UNITED STATES NAVY 





ESTIMATE OF FUNDS REQUIRED 


Senator Cuavez. Admiral, in order to clarify the items that we 
are going to take up this morning, at this time the subcommittee will 
turn to the appropriations contained in title IV of the bill—for the 
Department of the Navy. 

The budget estimate of funds required for the Department of the 
Navy totaled $10,487 million; the House allowed $9,801,355,000; a 
reduction of $685,645,000. 

However, the House provided by transfer from the Navy industrial 
fund, $70 million; from the Navy stock fund, $100 million; and from 
the Marine Corps stock fund, $20 million, to the account “Military 
personnel, Navy.”’ y 

The budget estimate for ‘Military personnel, Navy’? was $2,503 
million; the House allowed $2,295 million, a reduction of $208 million; 
but, as noted above, provided transfers to this account totaling 
$190 million. 

It is my understanding that the balance of the reduction, $18 
million is being requested by the Department of the Navy for restora- 
tion. 

We will now hear the presentation by the Navy on this item. 





STATEMENT OF ADMIRAL BEARDSLEY 





Admiral BrearpsLry. That is correct, sir. I am Admiral Beardsley. 
I have a brief 2% page statement here which I can insert in the record 
which summarizes the overall Navy budget position at this time, and 
then proceed with Admiral Holloway in the military pay appropriation. 

Senator CHavez. You might read it if it is only 2% pages. 

Admiral Brarpsuey. All right. 

Mr. Chairman and members of the committee, senior officials from 
the Department of Defense have presented the basic military and 
budget policies which have beep considered in formulating the budget 
request for fiscal year 1958. I shall summarize the budget request 
for the Department of the Navy. 
NEW 


OBLIGATIONAL AUTHORITY 








I would like to insert table A in the record to show the budget 
document request for new obligational authority of $10,902,100,000 
for fiscal year 1958 with comparative data for fiscal years 1956 and 
1957. An additional tabulation shows the figures which result from 
the Navy reclama of the House reductions. These totals include 
amounts for ‘Military construction, Navy,” ‘Military construction, 
Naval Reserve Forces,” and special fund accounts which are not cov- 
ered by the general appropriations in the bill before you. The Presi- 
dent’s budget, less these amounts, totaled $10,487 million. 

(Table A follows:) 
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TasLE A.—Comparison of new obligational authority by appropriation title including 
military construction, fiscal years 1956, 1957, 1958 


[In thousand dollars] 





Appropriation title 





Fiscal year 


Fiscal year 


1956 actual | 1957 actual 





} 
| 


Fiscal year 1958 


House 


Presilent’s| approval 








budget | plus 
reclama 
Military personnel, Navy $2, 486, 110 | $2, 478,316 | $2,503,000 | $2, 503, 000 
Reserve personnel, Navy 91, 811 95, 000 86, 500 | 86, 000 
Navy personnel, general expenses 83, 000 83, 980 89, 000 | 88, 484 
Military personnel, Marine Corps 650, 244 647, 100 634, 600 634, 600 
Reserve personnel, Marine Corps 20, 606 26, 800 23, 500 23, 200 
Marine Corps procurement 290, 190 164, 000 100, 060 20, 000 
Marine Corps troops and facilities 181, 605 171, 820 184, 200 
Aircraft and related procurement, Navy 905, 602 1, 732, 900 1, 932, 000 1, 
Aircraft and facilities, Navy 809, 632 810, 772 878, 000 
Shipbuilding and conversion, Navy 1, 387, 634 1, 479, 700 1, 654, 000 1, 
Ships and facilities, Navy 779, 685 766, 040 827, 000 
Procurement of ordxance and ammunition, Navy 185, 842 294, 000 256, 000 
Ordnance anid facilities, Navy 182, 889 163, 680 167, 000 - 
Medical care, Nav y : 62, 495 61, 323 87, 200 y ile 
Civil engineering, Navy Se a eee 120, 070 129, 000 138, 00C 1. oe 
Research and development, Navy 431, 933 492, 000 505, 000 505, 000 
Service-wile supplv and finance, Navy 303, 000 289, 644 309, 000 308, 682 
Service-wide operations, Navy - -- 96, 500 102, 435 112, 000 108, 470 
Naval petroleum reserves 2, 851 683 1, 000 825 
Subtotal . 9, 071, 699 | 9, 989,793 | 10,487,000 | 10, 382, 322 
Military construction, Navy. as 442, 628 165, 000 385, 600 385, 000 
Military construction, Naval Reserve Forces_-- 28, 061 9, 704 10, 00C 10, 000 
Total, direct (general) accounts. 9, 542, 388 | 10, 164,497 | 10, 882, 000 10, 777, 322 





Preparation for sale or salvage of military property, 








Navy. ; ~-=< 11, 000 12, 000 12, 000 12, 000 
Sie? stores profits, Navy. ..2.66..0.cecccccawenwene 7, 560 8, 100 8, 100 8, 100 
Subtotal, special fund accounts_-____..........---- 18, 560 20, 100 20, 100 20, 100 
Grand total_- sence cc deccccduscasccccscsy] “Up OUUE EEE) 10206, Ge? ) 1 Oe 10, 797, 422 








RESTORATION REQUEST 


Admiral Bearps_ey. The House cut $685,645,000 from the Navy 
appropriations reducing the total to $9,801,355,000. The effect of 
this cut was partly compensated for by an increase of $190 million to 
the appropriation ‘‘Military personnel, Navy,” effected by transfer 
of $70 million from the Navy industrial fund; $100 million from 
the Navy stock fund; and $20 million from the Marine Corps stock 
fund. The House recommendation of a Navy total of $9,991,355,000 
for new obligational authority for fiscal year 1958 reflects the net 
effect of these 2 actions. 

The Department of the Navy is submitting an appeal for restoration 
of $390,967 ,000 of the amount of the reduction. 

I would like to insert table B into the record. This table indicates 
the amount of the President’s budget, the House action, and the 
Navy’s request for restoration. The request for funds for ‘“‘Military 
construction, Navy” and ‘Military construction, Naval Reserve 
Forces”’ will be heard at a later date. Navy witnesses who follow 


me will speak to the details for the restoration of funds. 


(Table B follows:) 


1958 


M 
Zz 
o 
—_ 
a 
< 
_ 
jon} 
= 
° 
ie} 
~ 
Ay 
< 
w 
MN 
Z 
ie) 
s 
wm 
a 
an 
° 
H 
ZA 
g 
a 
a 
fon} 
< 
= 
<>} 
(=) 


1166 


ZZP “262 ‘OL 
OOT “0Z 


296 ‘068 


Soh ‘THO ‘OI 
OOT “0z 


| 000 ‘061+ 





00T '8 
000 ‘ZT 


228 “LLL OL 
000 ‘OT 

000 ‘Sse 
228 ‘Z8E ‘OT 


296 ‘066 


001 ‘8 
000 ‘% 


Coe ‘166 6 
(1) 
() 

Soe ‘166 


“000 ‘061 


000 ‘061+ 





SZ8 

OLF ‘801 
Z89 ‘80E 
000 ‘so¢ 
866 ‘98T 
£11 ‘28 
£20 ‘99T 
000 “9FZ 
¥2E “978 
000 ‘Z¢9 ‘T 
622 *GZ8 
FEZ ‘186 ‘T 
006 ‘Z8T 
000 ‘0z 
002 “2 
009 ‘FE9 
PSF ‘88 
000 ‘98 
000 “gos ‘$ 


1810} ‘m01} 
-eyidoidde 
PesTAody 


OLF ‘I 
Z89 ‘8 
000 ‘OT 
89E % 
£16 'T 
£20 % 
000 ‘OL 
beg ‘9 
000 ‘SIT 
6LL ‘TZ 
¥e% 





| 009 ‘b 
8b 'T 


000 ‘ST$ 


BUIBloe1 
AABN 





| 





C7 


aG 


000 ‘LOT 
000 ‘008 
000 ‘S6F 
089 “PET 
002 “G8 
000 ‘F9T 
000 ‘91 
000 ‘0Z8 
000 ‘Pes ‘T 
008 ‘ges 
000 ‘Z18 ‘T 
000 ‘82 
000 ‘02 
00% “8% 
000 ‘0e9 
000 ‘28 
000 ‘98 
000 ‘SSF ‘Z: 


Josue} 

snid uorjep 

-WeuImI0001 
esnoy] 


jabpnq EGE] svah )n0814y4—vnunpIa4 pasodoid pun uo1j9v 





000 ‘061$+- 


JoJsuUBL], 


esuvyoO 





CFO ‘S89— 


oF9 “ ‘s89— 
(1) 
(i) 

cto ‘¢s9— 


glI— 

000 ‘¢— 
000 ‘6— 
000 ‘OI 
O28 ‘E— 
000 ‘%— 
000 ‘e— 
000 ‘08— 
000 ‘L— 
000 ‘0% — 
008 ‘FZ— 
000 ‘OZ — 
002 ‘9— 
000 ‘08— 
ooe— 

009 ‘b— 
000 ‘%— 
00S — 

000 ‘80z$— 


| 
| 


mo}onpey 


| 
| 
| 
1 





u0yj0B OSNOF] 


*19}} BUI o1BIBdds B SB PaJapTSMOd 9q [TTA 


‘Tes 6 


oor Ad 
O0OT ‘8 
000 al 


oe 108 * 6 
4) 
() 
Coe ‘TO8 “6 
SZ8 
000 ‘ZOT 
000 ‘008 
000 “6h 
O£9 ‘FET 


000 *#9T 
000 “9LT 
000 ‘0Z8 
000 “PES ‘T 
008 ‘Eos 
000 ‘Z18 ‘T 
000 ‘SLT 
000 ‘0Z 
00% “£% 
000 ‘0&9 
000 ‘£8 
000 ‘98 
000 ‘S62 ‘Z 


u013ep 
-M9uTUI0001 
9993] U1UL00 

esnoy 


| 


| 
| OOT 'Z06 ‘OT 


oot ‘0z 
| OOI 3 
000 % 


000 2 ZRR OL 
000 ‘Ol 

| 000 ‘SSE 

000 ‘28% ‘Or 
000 ‘I 

000 ‘ZIT 
000 ‘608 
000 “¢0¢ 
000 ‘881 
002 ‘28 
000 ‘L9T 
000 98% 
000 *2z5 
000 “$89 ‘T 
000 *8Z8 
000 ‘286 ‘T 
00 ‘PST 
000 “OOT 
008 “€% 
009 ‘bE9 
000 ‘68 
008 “98 
000 “E0¢ ‘Z 


qospnq 
§,JUepIselg 





[sre][Op puesnoy} uy} 





‘aouTUIUIOY suoljeridoidd y osnoy Aq polJaptTsuod JON 4 


1810} puwip 


sjunoooe puny [epeds ‘Te}oIqng 


AACN ‘sgoid sai0js sdiyqg 


~-AABN ‘AjJodoid AivzI [TUT JO OFBATeS IO B[es 10} UOTJBIBdeIg 


s$jUN0d08 ([v19NeF) JOOITp ‘TeIO.L, 


$00J0J 0A10SOY IvatN *uorjon. 14SU0d AIVITTIN 
“AABN ‘uOONIySUOD AIVITT IAL 
[eoIqng 


“SoA Josel UINefO1jed [BABN 

AAGN ‘SuOT}eJEdO ep_Ma] AJeg 

~-AABN ‘oouRUYy pue A[ddns ep] Med Aleg 
~~ AABN ‘QueuIdoTaAep pue Yd1Rese 
~-AAGN ‘SUTIIOUTSUI [TATO 
“--""" AABN ‘dluo [BO] PIFy 
“AAGN ‘Satz Tovey puv suvuplig9 

pane se ABN ‘UO}}TUNUITIB PUB d0UB UpJO JO JUIUTOINIOI 
’ ~~" AARN ‘Solgyloey pue sdrys 
~--*"" ABN ‘UOISIZAUOO puR ZUuTpTIngdiqs 

alpen gee AABN ‘SaT} TOV] pus IesdITy 

“AABN “JueuTeINI0Id payelas pues yelp. y 

. seTqpory puw sd001 sdi0g sulseyy 

ee JUeUTEINIOId sdiog suTIe yy 

"o sdiog eulieypy ‘fouuosied sasosoy 

sdiog oeuyieypy ‘feuuossed Are 

sesuvdxo [e.oues ‘TauUOSIEd AABN 

AABN ‘[ouUOs.ied aA1OSOY 

sy “faut ‘jauuosied AIBUTT IY 


91313 UoTWeIdoiddy 


asnopy] fo iunmumng—g aTav 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1167 


CARRYOVER OR UNEXPENDED BALANCES 


Admiral Bearpstey. I would like to insert table C in the record. 
This table contains a summation of the unexpended balances brought 
forward and the new funds available for expenditure for fiscal years 
1952 through 1958, including funds for military construction. 


(Table C follows s:) 


TarLE C.—Amounts available for expenditure and expenditures—including military 
construction, fiscal years 1952-58 


{In billion dollars] 


Fiscal years 





1952 | 1953 1954 1955 1956 1957 1958 
| | 


ns —_—_—| —____ — a en 





Unexpended balance, July 1__.-- $10.4 | $16.2 | $16.6 | $14.3] $13.4 | $12.4 | $11.9 

Plus: 
Congressional appropriations_ : ; 16.1) 12.7) 95] 10. 3 | 9.6 10.2} 110.6 
Congressional transfers and recissions - - - } —2} —2] —3] —.6 |. 


Equals total available- 26.5} 28.8] 26.0] 24.3| 22.4 | 22.6 | 
Less: | | | 
Expenditures, fiscal years 1951, 1952, 1953, | 
1954, 1955, 1956 (actual); fiscal years 1957 | 
and 1958 (estimates) 10.2; 11.9 11.3 | 9.7 | 9.7) 210.4; 210.4 
Lapsed funds, fiscal years 1951, 1952, 1953, | | 
1954, 1955, 1956 (actual); fiscal years 1957 | 
and 1958 (estimated) es 3 | .4 1.2 | 3 | 3] 












Equals unexpended balance June 30_. 16.2| 16.6 | 14. 3 13.4 |} 124] 119 | 12.1 


| House approved plus requested reclama. 
2 Revised expenditure estimate. 
3 Fiscal year 1958 budget document estimate. 


Note.—All amounts are rounded and may not add to totals. 
ANALYSIS OF UNEXPENDED BALANCE 


Admiral Brearps.iey. The latest estimates for fiscal year 1958 show 
an estimated unexpended balance of $12.1 billion carried into fiscal 
year 1959. This balance is made up a three major segments that 
should be considered separately: 

(1) About $625 million is required for working capital of the Navy 
and Marine Corps stock funds and the Navy industrial, management, 
and working funds; 

(2) $910 million in annual appropriations which is available only for 
payment of obligations incurred in prior years; and 

(3) $10.6 billion in long range procurement and construction ac- 
counts for fulfillment of approved programs for aircraft, shipbuilding, 
guided missiles, ammunition, radar, combat vehicles, weapons, military 
public works, and similar programs. 


UNOBLIGATED BALANCES 


I wish to insert table D to show the estimated unobligated balances. 
Since the presentation of the 1958 budget, two specific actions have 
taken place which effect the unobligated balances carried over into 
ee val year 1958 and fiscal year 1959. 

. At the direction of the Office of the Secretary of Defense, the 
dees obligations for fiscal year 1957 were reduced by $150 million 
in service accounts for procurement, research and development, and 
military construction. 

92576—57-——_74 
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2. Of the total House reduction, $93 million in continuing appropri- ° 


ations is not being appealed by the Department of the Navy. 
(Table D follows:) 


Tar_e D.—Estimated unobligated balances by appropriation title (showing uncom- 
mitted balances), including military construction, fiscal years 1957 and 1958 


[In millions of dollars] 


























June 30, 1957 } June 30, 1958 
| 
} ay =? 7 | 00 = — 
Appropriation title Esti- | Esti- | Esti- Esti- 
mated | mated | mated | mated 
commit- | uncom- | Total | counmit- | uncom- | Total 
ments mitted ments mitted 
| balance | balance 
Direct (general) accounts: | 
Marine Corps procure'rent - - g 51 243 | 294 50 42 92 
Aircraft and related procurement, Navy 1, 255 | 539 1, 794 1,100 | 560 1, 660 
Shipbuilding and conversion, Navy 246 | 710 955 300 713 1,013 
Procure’ent of ordnance and ammuni- | 
tion, Navy 50 | OF | 144 39 | 11 50 
Military construction, Naval Reserve 
forces 15 | 12 | 27 7 16 23 
Research and development, Navy- - - ‘ 19 12 31 31 31 
Subtotal — ; 1, 636 | 1,610 3, 245 1, 527 1, 342 2, 889 
Military construction, Navy Lt rawhhan 100 | 78 | 178 100 68 168 
Total, direct (general accounts) - te 1, 736 | 1,688 | 3,423 | 1, 627 1,410 3, 037 
Special fund accounts: Ships’ stores profits, | 
DAN ot owkcognak oe eS a eee aeeal 2 | 2 | 2 2 
Grand total__....--_-- Fae ee 1, 736 1,690 | 3,425| 1,627| 1,412! 3,039 


Note.—All amounts are rounded and may not add to totals. 
STATUS OF ESTIMATED UNOBLIGATED BALANCES 


Admira! Bearpsiey. As of June 30, 1958, the Navy estimates that 
there will be unobligated balances in the continuing accounts of $3,039 
million. Of this amount, $1,627 million will represent commitments. 
Commitments are administrative reservations of funds to cover frm 
procurement directives which precede contractual obligations and con- 
tingent lia’ ities under contracts and orders outstanding. It should 
be pointed out that the remaining unobligated balances are still re- 
quired for services and items of procurement at a time when they can 
be most economically and efficiently uti'ized, in order to complete ap- 
proved programs. 

Mr. Chairman, you have already stated the request of the Navy in 
connection with the military personnel, Navy appropriation. I would 
like to read the two additional appropriations covered on military 
pay here and then proceed with Admiral Holloway’s statement. 

In the ‘‘Reserve personnel, Navy,” the Department of the Navy 
estimate is $86.5 million. The House reduced this by $500,000. We 
are not asking for restoration of this amount. 

In “Navy personnel, general expense’ appropriation, the Navy 
budget estimate is for $89 million. The House made a reduction of 
$2 million. The Navy is requesting restoration of $1,484,000 of this 
amount. 

Vice Admiral Holloway, United States Navy, the Chief of Naval 
Personnel, is the principal witness for these three appropriations, and 
he has a prepared statement. 

Senator Cuavez. Admiral Holloway. 
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Miuirary PERSONNEL, Navy 


STATEMENT OF VICE ADM. J. L. HOLLOWAY, Jr., UNITED STATES 
NAVY, CHIEF OF NAVAL PERSONNEL 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 
| 


| 


PROGRAM BY ACTIVITIES 


\. Pay and allowances -- | go. 157, 823, 900 | $2, 146, 292, 000 
9. Individual clothing 

3, Subsistence in kind 

4, Movements, permanent change of statio 1 
5. Other costs 


$2, 163, 679, 000 
65. 236, 638 | 56, 832, 000 57, 749, 000 

j 158, 262, 000 155, 655, 000 
92, 265, 000 | 91, 770, 000 
, 665, 000 | 34, 147, 000 





te 


2, 469, 870,912 | 2, 456, 316, 000 


Total obligations | 2, 503, 000, 000 
FINANCING | 
Unobligated balance no longer available - | 16, 238, 988 22, 000, 000 i 
Appropriation _ ____- a | 2435 109, 900 2 478, 316, 000 | 2 503, 000, 00) 





RESERVE PERSONNEL, NAVY 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


PROCRAM BY ACTIVITIES 





Smead Waren, «5s 5 5s ee | $73, 438, 219 | $79, 787, 000 | $79, 022, 000 
9. Reserve officer candidates wip cudhlgesaaiiis acik ane etedanieana’ | 6, 653, 843 | 7, 363, 000 7 478, 000 
Total obligations hate ae eae | 80, 092, 062 | 87 "150, 000 86, "500, 000 


FINANCIN‘ 


Unobligated balance no longer availatl> 


86, 500, 000 


| 
11, 718, 938 7, 850, 000 a 
emnnONINIA, oo. oe crete eer 91,811,000 | 95, 000, 000 
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Navy PERSONNEL, GENERAL EXPENSES 


Program and financing 


1958 























1956 actual 1957 estimate | | 1958 estimate 
PROGRAM BY ACTIVITIES | | 
Direct obligations: EB 
1. Training, Navy | $34, 390, 468 | $35, 328, 000 $37, 486, 009 
2. ma Naval Reserve 4 7, 875, 302 | 7, 876, 000 8, 252, 000 
3. Naval Academy 8, 410, 374 | 8, 500, 000 | 9, 496, 000 
4. Personnel support 14, 656, 890 16, 268, 000 16, 381, 000 
5. Other personnel facilities 6, 582, 757 6, 250, 000 6, 532, 000 
6. Departmental administration - 9, 701, 802 9, 758, 000 | 10, 853, 000 
Total direct obligations 81, 617, 503 af 83, 980, 000 89, 000, 000 
Reimbursable obligations: | 
1. Training, Navy 2, 211, 795 | 5, 892, 000 7, 685, 000 
2. Training, Naval Reserve 224, 351 | 383, 000 | 383, 000 
3. Naval Academy 150, 848 | 270, 000 280, 000 
4. Personnel support 274, 914 558, 000 395, 000 
5. Other personne! facilities : = | 123, 766 352, 000 350, 000 
6. Departmental administration. -.............-.-- wnat 1, 409 | 5, 000 5, 000 
Total reimbursable obligations_ cise 2, 987, 083 7, 460, 000 | 9, 098, 000 
Total obligations. - 84, 604, 676 91, 440, 000 98, 098, 000 
FINANCING | 
Unobligated balance brought forward (69 Stat. 438)_...._....| —4, 891, 100 —5, 293,167 | —4, 706,349 
Unobligated balance (anticipated reimbursements to be | | 
earned from military assistance fund reservations) trans- | | 
ferred to— 
“Shipbuilding and conversion, Navy”’ : 602, 674 13, 675 
“Ordnance and facilities, Navy’’-- Oe Geeieheaaie | 6, 600 
“Civil engineering, Navy’’_--- = 239, 334 258, 142 
“Servicewide supply and finance, Navy” 13, 390 
“‘Navy stock fund’”’ | 30, 001 
Unobligated balance transfe rred from ‘Aircraft and related | } 
procurement, Navy” (anticipated reimbursements to be | | | 
earned from military assistance fund reservations) | —1, 912,310 7 
Advances and reimbursements from other accounts: Deliver- | | 
ies of materiel common to United States requirements or- | 
dered by military assistance in current year--- | — 187, 000 os ue 
All other. --_- —1, 796, 295 | —3, 965, 000 — 4, 296, 651 
Reimbursements from non-Federal sources (63 Stat. 576 and | 
5 U.S. C. 61b)- —88, 078 | —95, 000 —95, 000 
Anticipated reimbursements for future “years deliveries of | | 
materiel common to United States requirements ordered by | 
military assistance in current year- - - —519,400 | —2, 928, 000 
Unobligated balance carried forward (69 Stat. 438) coal 5, 293, 167 | 4, 706, 349 
Unobligated balance no longer available - - _- babies 1, 447, 342 | 
en! 3 hh cad cde bis A ah wR es | 83,000,000 | 83, 980, 000 | 89, 000, 000 


PREPARED STATEMENT 


Admiral HoLLoway. 


Mr. Chairman and members of the committee, 


I have a prepared statement, but if you permit and desire, I will speak 


ad lib from it. 
Senator CHAVEz. 
(The statement referred to follows:) 


You may insert it in the record. 


STATEMENT OF CHIEF OF NAVAL PERSONNEL, Vice Ap. J. L. Hottoway, JR., 
IN CONNECTION WitTH APPROPRIATION ESTIMATES FOR FiscaL YEAR 1958 


Mr. Chairman and gentlemen of the committee, it is my privilege to appear 


before you again in support of the appropriations “Military pe rsonnel, 
and ‘‘Navy personnel, 


” 


“Reserve personnel, Navy,’ 


general expenses.’ 


Navy, 
T hese 


appropriations provide for the many activities supporting my missions as Chief 


of Naval Personnel. 


planned Navy program objectives. 


The programs to be supported are in consonance with 
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MILITARY PERSONNEL, NAVY 


The amount requested for ‘Military personnel, Navy” provides for all the 
military personnel costs authorized by law for personnel of the active Navy, 
including midshipmen at the Naval Academy and aviation cadets. 


Active duty strength 
The planned end strength for active-duty personnel on June 30, 1958, is the 
game as that planned for June 30, 1957: 675,000. 


Stability of personnel 

I am vitally concerned with the stability and permanence of personnel. I am 
pleased to say that the overall reenlistment rate is continuing to rise. To raise 
the experience level and improve stability in our officer structure, an active pro- 
gram of voluntary extension of active duty beyond the period of obligated services 
for qualified young Reserve officers is being pressed, 


Movement of personnel 

Since I last appeared before you, I have continued my efforts to improve our 
personnel distribution system. Over a year ago, we reviewed our procedures to 
improve our ability to analyze causes of movements. I took administrative action 
to control and reduce movement of personnel wherever possible. A major step 
has been the inauguration of the processing of manpower data by electronic data 
processing machines, with the aid of a transceiver network. This provides for 
the timely transmission of personnel data so that it is available as the need 
occurs. 

Of all movement of enlisted personnel, 70 percent stems directly from turnover; 
that is, replacement of men not reenlisting with newly procured men who require 
basic training. Of all officer movement, 63 percent falls into this category. The 
balance of movement of both enlisted men and officers is for essential career 
rotation, training, and humane and compassionate considerations. 

The movement of our people is an area of administration which is receiving, 
and will continue to receive, my careful attention. 


Action by House of Representatives 


The House Appropriations Committee has proposed an $18 million reduction 
based primarily upon the belief that experience in recent years has generated an 
unobligated balance at the end of each fiscal year. The committee also based its 
recommendations on certain improvements in personnel management which have 
been made and which in its opinion will result in savings in fiscal year 1958. 
However, there has been a significant change in the situation during fiscal year 
1957 over that of the preceding years—a change which apparently has not been 
taken into account. Increasing costs resulting from legislation approved sub- 
sequent to the Defense Appropriation Act for fiscal year 1957 have placed heavy 
demands on an already closely estimated appropriation. The Navy delayed 
promotion of approximately 54,000 personnel 1 month as a drastic administrative 
action to insure remaining within the 1957 appropriation. There will be no 
significant amount of unobligated funds in fiseal year 1957. 

The funds requested for fiscal year 1958 also have been closely estimated. Any 
reduction in this estimate based upon experience in years prior to fiscal year 1957 
is not valid, and if the reduction proposed is put into effect we shall be forced either 
to reduce Navy fiscal year 1958 personnel end strength by approximately 11,000 
or take other arbitrary administrative action such as deferring the promotion of 
approximately 45,000 qualified personnel. It is respectfully requested that the 
$18 million be restored. 

RESERVE PERSONNEL, NAVY 


The amount requested for ‘“‘Reserve Personnel, Navy’’ supports the personnel 
costs of Reserve personnel and Reserve officer candidates participating in the 
various training and educational programs of the Naval Reserve. 


Inactive Reserve personnel 

The Naval Reserve continues to advance in strength and in quality. The 
Secretary of Defense has assigned 530,000 as the Navy’s portion of the Ready 
Reserve, Within the Ready Reserve, the ultimate allowable drilling pay strength 
has been established as 155,000. The budget as submitted provides for a growth 
during 1958 of 2,621 to an end strength of 150,383. 





| 
| 
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Source of reserves 


Beginning with fiscal year 1958, the lossesin strength due to men ordered to 
2-year active duty tours, in accordance with the Reserve Forces Act of 1955, wi 
be offset by gains of returnees from such tours who still have unfulfilled militar 
obligations. These returnees, and the men returning to civil life from aetiye 
duty in the Regular Navy, are sources from which are drawn our high-caliber 
Ready Reserve which is essentially an experienced veteran Reserve. 


Reserve training 


The Naval Reserve will continue to be geared to maintain a high level of training, 
Advancements in rank and rate have steadily increased. This trend should 
definitely continue as more personnel with prior service join our drilling Reserye 


Naval Reserve Officers’ Training Corps 


Planned input of regular and contract students in the Naval Reserve Officers’ 
Training Corps for fiscal year 1958 will provide an average enrollment during the 
school year of 13,414. Commencing with the input of students next fall, the obli- 
gated service of regular Naval Reserve Officers’ Training Corps graduates is to be 
increased from 3 years to 4. 

Reserve Officer candidates 

Selected members of the Naval Reserve while pursuing college courses are given 
summer training. Upon graduation from college they are commissioned in the 
Naval Reserve and ordered to active duty for a tour of not less than 3 years, 
It is expected that there will be 700 students in the Reserve officer-candidate 
program during fiscal year 1958. 


Action by House of Representatives 


As of May 1, of this vear, the Navy’s drilling Reserve reached a strength of 
145,000, expects to attain 147,000 in July 1957, and its end strength of 150,000 
without undue difficulty, on July 1, 1958. Hence, our request for funds to pay 
for a Reserve mean strength of 148,500 is considered justifiable. However, the 
Navy will exercise every economy and endeavor to maintain its drilling Reserve 
at the highest point in num' ers, and in the highest order of effectiveness, not- 
withstanding the cut of one-half million dollars. 

It will be able to keep its Reserve strength within some 1,000—-1,500 numbers 
of the authorized strength with the money allowed. 


NAvy PERSONNEL, GENERAL EXPENSES 


The amount requested for ‘‘Navy personnel, general expenses’’ provides for: 
Recruiting and procurement of all naval personnel, Regular and Reserve, officer 
and enlisted; individual and group training of navai personnel, except technical 
training for air and medical; distribution of personnel to fleet and shore activities; 
selection and education of Naval Academy and Naval Reserve Officer’s Training 
Corps midshipmen and other officer candidates; administration of programs for 
the welfare, promotion, and discipline of military personnel; and _ personnel 
analysis aimed at improving the selection, placement, training, and utilization of 
military manpower. 


Program changes 


We are placing increased emphasis on training in nuclear propulsion. We 
propose expansion of the advanced enlisted school program and the Postgraduate 
Management School. As I indicated earlier, we are continuing the development 
of a navywide manpower-information system. 


Recruiting and procurement of military personnel 


I stated when I appeared before this committee in support of the fiscal year 1957 
estimate that fiscal year 1956 was a very difficult year in the recruiting area due to 
abnormal losses, through expiration of 4-year enlistments, 4 years after the big 
expansion for Korea. 

In fiscal year 1957 we have maintained our active-duty strength through volun- 
tary 4-year enlistments in the Regular Navy and voluntary 2-year enlistments for 
active duty in the Reserve. 

With the ever-expanding interest in nucleonics, guided missiles, electronics, and 
the many highly technical fields in our Navy of today, it is increasingly important 
that young men be procured who are capable of receiving, and profiting from, 
training in these fields. 
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It is planned in fiscal year 1958 that the Navy will maintain its personnel 
strength by voluntary enlistments. The numbers of recruits will be slightly 
increased over 1957. Continuing emphasis will be placed on the reenlistment of 
personnel who have completed one or more enlistment periods on active duty. 


Training 

We plan to continue our professional and technical training at approximately 
the same level as in fiscal year 1957. Training in the new development areas 
such as guided missiles and nuclear weapons and in the area of air defense are, 
however, imposing additional demands on our resources. 


Skilled technicians 
We are orienting our training courses so as to produce a more completely trained 
technician—one who can both maintain and operate the equipment. Limited 
space in ships and the conditions which would prevail in combat make this 
necessary. 
NAVY ENLISTED ADVANCED SCHOOL PROGRAM 


The first pilot unit of the Navy enlisted advanced school program is currently 
completing its first year in the Engineering School at Purdue University. We 
are confident of outstanding success for this unit, and are planning in fiscal 1958 
to enter a second group in Purdue and another group in the University of Wash- 
ington. It will provide a partial but substantial answer to our problem of training 
and retaining highly skilled technicians needed to maintain and operate complex 
equipment which technological advances are bringing to the Navy. 

Another means used to increase the number of skilled technicians is the hori- 
zontal petty officer conversion program. ‘The experience and maturity of many 
career petty officers in the less critical fields provide a base which enables us, 
through technical training, to convert these into outstanding technicians in the 
higher skill areas. The results of this program are illustrated by the fact that 
20 percent of our current replacement requirements in the higher grades of the 
electronics technician and fire-control technician ratings are being met in this 
manner during fiscal year 1957. 


OFFICER CANDIDATES 


The educational programs currently maintained at the Naval Academy for the 
brigade of midshipmen and at the 53 civilian colleges and universities for the 
Naval Reserve Officers Training Corps students will be continued during fiscal 
year 1958, as will the summer school for the Reserve officer candidates. 


NAVAL MANPOWER INFORMATION SYSTEM 


We have embarked upon a naval manpower information system aimed at 
improving all aspects of naval personnel administration through improvement of 
the information by which this administration is accomplished. Briefly, this 
program consists of: Streamlining of the flow of information and the elimination 
of repetitive data; establishment of a modern, high-speed communications net- 
work; and the introduction of magnetic tape and high-speed digit..1 computers 
into the record-keeping systems for personnel administration. 

Initial implementation of this program started in the area of enlisted personnel 
distribution in the Pacific Fleet and the continental Shore Kstsblishment. Similar 
changes are about to take place in the Atlantic Fleet. The effeet of these chan7es 
has been to: Reduce the number of enlisted personnel transfers, reduce the time 
required for making an assignment decision on any man or any group of men, 
and establish the ability for emergency action (such as the rapid reactivation of 
ships for the Suez crisis). 


FACILITIES AND ESTARLISHMENTS 


Approximately the same number of facilities and establishments will be sup- 
ported in fiscal year 1958 as in 1957. These will continue to be operated at or 
over their designed capacities with outlays for maintenance and operation at an 
austere level. While there is an increase in the estimates over fiscal year 1957 
requirements, this increase, except in isolated cases, does not provide for addi- 
tional maintenance support. 








1174 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


ACTION BY HOUSE OF REPRESENTATIVES 


Over the past year, we have been made aware of a growing list of items of 
increases, mostly in the area of maintenance and operation of facilities, which 
are beyond our ability to control. These items, increases in the prices for the 
goods and services we buy and functions transferred from other appropriations 
contribute nothing to increased productivity. The most important of these 
items totaling in excess of $544 million are: Known wage board increases; known 
price increases, particularly utilities; Naval Reserve Officers’ Training Co 
tuition increases; contribution to civil service retirement fund; operation and 
maintenance of Reserve armories in New York State; functions transferred from 
other appropriations. 

At the same time, we are undertaking the new programs I mentioned earlier: 
namely, the manpower information system and nuclear power training, and we 
are trying to accomplish an improved level of maintenance at the Naval Academy, 
These have a total estimated cost of $1,835,000. 

These items exceed the increase originally requested and will therefore require 
realinement of programs and achievement of savings through introduction of 
additional management improvements. 

Thus, unless there is restoration of a part of the reduction made by the House, 
I shall have to accept a reduction in the number and quality of essential, trained 
personnel and a reduced quality level for the maintenance and operation of 
facilities. Therefore, taking into account the reduction of departmental person- 
nel, I respectfully request the restoration of $1,484,000 of the $2 million reduc- 
tion in the House. 

RESTORATION REQUEST 


Admiral Hottoway. Thank you, Mr. Chairman. 
Senator Cuavez. We will put in the reclamas for the Navy at this 


particular point. 
(The document referred to follows:) 
MrILiTarRY PERSONNEL, NAvy 


(P. 12, lines 8 through 11) 


1957 appropriation ___ es Dac ane ae a peperes ..------. $2, 478, 316, 0 
1958 estimate __ a: Sica ated toa aoe 2, 503, 000, 000 
House committee____-_-_- ¥ yo eae : 2, 485, 000, 000 
House floor _ - as aa Bre ed 2, 485, 000, 000 


(House hearings, p. 314) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 12, line 8: Strike out ‘$2,295,000,000” and insert in lieu thereof 
*$2.313,000,000"’, which, together with $190 million transferred from specified 
stock and industrial funds, is the budget estimate and an increase of $18 million 
over the House approved amount. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will permit continuance of authorized personnel 
strength and promotion programs so that qualified personnel will be available, 
on a voluntary basis, to meet the fleet and support force manning level require- 
ments. Specifically, the necessity for the drastic reduction of about 45,000 
planned advancements, which would result in serious shortages in the petty officer 
grades, or the reduction of fiscal year 1958 end strength by approximately 11,000 
men will be avoided. 

HOUSE COMMITTEE REPORT 


“The progress the Navy has made in their program to alleviate the movement of 
personnel and their personal effects is noted with some satisfaction. There is, 
however, room for even further improvement. To encourage this improvement, 
appropriate reductions have been made in the funds requested for movements 
and permanent changes of station. 
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“Jt is noted that at the close of fiscal year 1956 $16,238,988 was unobligated in 
this annual appropriation. Similar balance estimated for the close of fiscal year 
1957 is $22 million, but no unobligated balance is estimated for the end ot fiscal 
year 1958. In light of past experience this hardly seems realistic and has been 
considered by the committee in approving funds for this appropriation.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The fiscal year 1956 unobligated balance is well within 1 percent of the original 
budget estimate. Further, it appears that the $16,238,988 unobligated as of June 
30, 1956, will be decreased by approximately $7 million since the true obligation 
could not be certified within the provisions of section 1311 of Public Law 663, 83d 
Congress. It is estimated that there will be no unobligated balance in fiscal year 
1957 since savings generated through revisions in personnel planning are being 
used to meet the increased costs of new legislation which was enacted subsequent 
to enactment of the Department of Defense appropriation bill, 1957. Taking 
the foregoing into account and to permit adherence to the approved plan for 
fiscal year 1958, the requirement to proceed with less than a studied estimate 
would not be consistent with statutory limitations on apportionment. 

In recognition of the reduction of funds requested for permanent change of 
station travel, every effort is being made to reduce the number and frequency 
of personnel moves. However, savings that could in prior years be anticipated, 
due to reduction in the number of personnel moves, do not now materialize in 
the ‘‘ Military personnel, Navy,’’ appropriation. Aside from the general increase 
in costs incident to individual transportation and shipment of household goods, the 
current policy to utilize commercial enterprise whenever possible is increasing 
the dollar burden in this appropriation. Much of the transportation formerly 
available on Government aircraft at no expense to this appropriation is greatly 
curtailed or no longer available. Enactment of recent legislation permits non- 
temporary storage of household goods in commercial warehouses whereas storage 
was previously authorized only in Government warehouses. 

The proposed amendment will permit orderly promotion of qualified personnel 
and retention or recruitment of the numbers of personnel required to meet the fleet 
and fleet support manning levels. It will avoid an adverse effect upon recruiting 
potential and the reenlistment rate. Further, it will permit continuance of the long 
range promotion plans designed to reach the optimum petty officer grade distribu- 
tion, at the earliest practicable time, required for effective manning. 

Navy PERSONNEL, GENERAL EXPENSES 

(P. 13, line 12) 
1957 appropriation __ va Rea en .-.---. $83, 980, 000 
1958 estimate - pate cas _.... 1 89, 000, 000 
House committee___- - 87, 000, 000 
House floor : : Se oe ee ee 


1 Includes transfers in the estimates of $658,000. 
(House hearings, p. 380) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 13, line 12: Strike out ‘$87,000,000’ and insert in lieu thereof ‘‘$88,- 
484,000’, an increase of $1,484,000 over the House approved amount of $516,000 
below the estimate. 

EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will allow for maintaining the current level of austere 
operations and the Navy’s ability to develop qualified, trained personnel. 


HOUSE COMMITTEE REPORT 


‘The increase above fiscal year 1957 will provide for the necessary civil service 
retirement costs, increased nuclear training activities and an increase in the stand- 
ard of maintenance at the Naval Academy, as well as the continued installation 
of electronic machine systems which should result in considerable savings and more 
efficient services to the Navy.” 
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JUSTIFICATION 





OF PROPOSED AMENDMENT 


The House report in commenting on this appropriation indicated that the cost 
of new items was included in the amount recommended. It was also indicate 
in the discussion of the basis for the committee actions that the savings due to 
reduction in civilian personnel at departmental headquarters were reflected in the 
proposed cuts. 

The cut recommended would not permit the accomplishment of required mis. 
sions without a drastic cutback in the level of operations. The following require. 
ments are of a mandatory nature and represent amounts in excess of fiscal year 
1957 appropriated amounts: 


Transfer of functions in the estimates, formerly financed by other 
appropriations. These functions include the maintenance and 
operation of certain defense housing, the officers’ school and con- 
struction battalion schools at Port Hueneme, Calif., the offices of 
Assistant Chief of Staff for Naval Reserve and Training (district 
headquarters), and the Communication Technicians School, Impe- 
rial Beach, Calif. These amounts are not included in the fiscal year 
Lr Ont) Ob DOO MTOCR BROGEA. 26 oot won ee bands oe ane $658, 000 

Operation and maintenance of Naval Reserve armories formerly 
financed by the State of New York__-__-_-_-_-_- he gente tay 145, 000 

Price increase of NROTC tuition. The average costs for tuition and 
other academic costs have increased $75 per student per year_ -_-_—- 460, 000 

Cost of wage board pay increases ($950,000) and price increases, 
particularly in fuel and utilities ($800,000), of which a restoration 
is requested in the amount of____.-__.--_------ ; Sa 221, 000 


SLONUOTRGION TORUCRU o.oo kn ne es ele So iden ats avers =: gr 


The estimate for the savings due to reduction in personnel totals $516,000. 
This has been taken into consideration in determining the overall effect of the 
reduction proposed by the House Committee action. 

Restoration of $1,484,000 of the cut recommended by the House is urgently 
requested to preclude the necessity for a reduction in the number and quality of 
essential, trained personnel, and a reduced quality level of maintenance and 
operation of facilities. 


MILITARY PERSONNEL, MARINE Corps 


(P. 13, line 21) 
oe Ste Be tiete  l en case _... $647, 100, 000 


1957 appropriation ____ 


1958 estimate ; er ee eo sactences.s SRS Ga 
wacnume Pomemittes.... . . .... s. cceusasce eee 
House floor ; pct cryl ioral al c's sib otc k wee 630, 000, 000 


(House hearings, p. 134) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 13, line 21: Strike out ‘‘$630,000,000” and insert in lieu thereof ‘$634,- 
600,000’’, which is the budget estimate and an increase of $4,600,000 over the 
House approved amount. 





SFFECT OF 





PROPOSED AMENDMENT 


The restoration of $4,600,000 will permit the Marine Corps to meet the planned 
begin end and average personnel strength of 200,000. 


HOUSE COMMITTEE 





REPORT 
“Military personnel, Marine Corps 

“This appropriation covers pay, allowances and associated expenses of active 
duty Marine Corps personnel. The budget request is $634,600,000. The com- 
mittee recommends $630 million, a decrease of $4,600,000 in the budget estimates 
and a decrease of $17,100,000 in the funds appropriated for this item in fiscal year 
1957. Generally speaking, the reduction of the Committee in this item is com- 
parable to that achieved in the military personnel, Navy estimate. Further 
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improvements in the curtailment of movements and permanent changes of station 
are in order. It is also obvious that the same policies which result in the use of 
naval personnel in nonappropriated funds activities are applicable to this appro- 
priation item. 

* * * * * * * 

“The necessity for a strong Marine Corps in our National Defense Establish- 
ment cannot be overemphasized. The striking power of the operating forces 
of the Marine Corps consists primarily of 3 combat divisions and 3 air wings 
with supporting forces. These forees now deployed in this country, aboard ship, 
and in advance bases in the Pacific and Far East, form a striking force imme- 
diately available and prepared to fight in a general war, a small war, or a limited 
war. Recent events have again proven the importance of having marines de- 
ployed in overseas areas. Such deployment makes them instantly available for 
any emergency in the potential trouble spots of the world. The funds recom- 
mended by the committee are based on a continuation of this deployment and will 
enable the Marine Corps to fulfill its traditional role in the national-defense 
posture of this country as the Nation’s force in readiness.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The reduction proposed falls into three areas: 

Continued curtailment of travel. 

Utilization of civilian personnel in lieu of military in commissaries and Post 
Exchanges. 

Unobligated balance in the fiscal year 1958 estimate. 

The request for this appropriation is based upon a detailed month by month 
personnel plan reflecting the minimum needs for pay and allowances, clothing, 
travel, subsistence, and other individual military personnel costs. 

Policy is to hold travel requirements to those which are essential and to care- 
fully and continuously review these requirements. The great majority of travel 
is absolutely necessary because of a constantly changing population caused by 
expiration of enlistments, expiration of terms of obligated service, and current 
worldwide deployment. Rotation is a vital necessity for morale when overseas 
commands and less desirable posts are concerned and it is a basie requirement for 
a well-rounded background that provides the most capability for productivity. 
Numbers of personnel traveling have actually decreased but, because the costs of 
individual moves have increased, as a result of increases in van, rail, and ocean 
freight and passenger rates, the total of the funds required is greater. 

With regard to the utilization of civilian personnel in lieu of military personnel 
in commissaries and post exchanges it should be recognized that this substitution 
would result in the relocation of marines from these activities to the combat 
forces but would not effect a dollar saving since the marines would be reassigned 
and would still have to be paid. The ultimate effect of the recommendation would 
be to further reduce the military’s fringe benefits. The higher cost of operations 
of commissaries and post exchanges due to payment of civilian salaries can only 
be absorbed in increased prices of commodities sold to marines. 

An estimate of any unobligated balance at end fiscal year 1958 has been omitted 
from the budget request because of the nature of this appropriation. In the 
execution of the plan there are inevitably times when plans cannot be fully met. 
Policy is to never exceed the plan and hence any variation will result in savings 
in pay and allowances for the period in which the plan is not met. The extent 
of these variations are impossible to determine prior to execution of the personnel 
plan. If a meaningful unobligated balance could be predicted, a corresponding 
reduction in the amount appropriated could logically be expected. In essence, 
the differential which evolves is a working fund without which the planned 
strength cannot be approached. 

Therefore the only method of absorbing this reduction, without jeopardizing 
the stability of the Marine Corps and at the same time to avoid a deficiency is to 
reduce our planned enlisted end fiscal year 1958 strength by approximately 3,000 
marines. 

An alternative, is to decrease promotions for qualified marines. This is un- 
desirable because of its deleterious effect on reenlistments resulting in increased 
costs for procurement and training of personnel replacements. The Marine 
Corps can ill afford to lese highly trained and skilled noncommissioned officers. 
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MaRINnE Corps Troops AND FACILITIES 
(P. 15, line 2) 


Se SN. iain ica di irs Res eats tes cnn ee $171, 820, 000 
ND nn ie ws chow tan GREER ins catwewedewacben 184, 200, 000 
ON CTOs. ssn coh in tne ap ke sommms wd othe 178, 000, 000 
EF lnerc.< «74 tn onspinive Satin atts sleed kemeagetind 178, 000, 000 


(House hearings, p. 238) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 15, line 2; strike out “‘$178,000,000” and insert in lieu thereof “$182,900,- 
000” an increase of $4,900,000 over the House approved amount and $1 300,000 
below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment represents a reclama in the amount of $4,900,000 
for a revised appropriation request of $182,900,000. No reclama is proposed 
for $1,300,000 of the total House reduction of $6, 200 ,000 from the original estimate 
of $184, 200, 000. 

The amount of $1,300,000 for which reclama is not made includes $474,000 
which reflects a gr radual reduction in civilian employment at Headquarters, 
Marine Corps, in accordance with the recent directive of the Secretary of Defense. 
The difference ($1,300,000 —$474,000) $826,000 is related to 70 percent provi- 
sioning factor for furniture and fixtures for Capehart housing public quarters in 
lieu of 100 percent provisioning included in the estimate. 

The restoration of $4,900,000 will permit the Marine Corps to continue to 
provide an active combat force with the maintenance of a balanced force in readi- 
ness of 3 combat divisions and 3 aircraft wings with necessary reinforcing combat 
and logistic support forces. 


HOUSE COMMITTEE REPORT 


‘Marine Corps troops and facilities 


“This item provides for the housekeeping functions of the Marine Corps. The 
budget estimate is $184,200,000. The committee recommends $178 million, a 
reduction of $6,200,000 in the estimate and $6,180,000 above the funds appropri- 
ated for these activities in fiscal year 1957. In addition to the reductions made for 
reasons set forth earlier in this report it is noted that there has been some slippage, 
since the formulation of the budget estimates, in the construction program for 
which maintenance funds were requested thereby making a reduction in this 
appropriation possible. 

The committee feels that there is room for greater efficiency and economy in 
the operations of the Marine Corps in these activities and believes that the redue- 
tion can be made without detriment to the program contained in the budget 
estimates. It is noted that the funds provided by the committee are approxi- 
mately $14 million greater than the estimated direct obligations in this appro- 
priation for the current fiscal year.”’ 


JUSTIFICATION OF PROPOSED AMENDMENT 


Consideration has been given to specific areas mentioned earlier in the House 
report, i. e., savings due to reduction in civilians at headquarters and a change in 
the provisioning factor for furniture and fixtures for public quarters, insofar as 
this appropriation is concerned. 

This justification is directed toward the reclama of $4,900,000 which amount 
is related to the areas where the House committee considers there is room for 
greater efficiency and economy in the operations of the Marine Corps. It is 
also directed to the area mentioned in the House committee report concerning 
slippage in the construction program since the budget was formulated and for 
which maintenance funds were requested, and slippage relating to Capehart 
housing. 

Excerpts from the House hearings quoted below emphasize the requirement for 
funds for which reclama is made: 
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(P, 241) 
“STATEMENT OF THE FiscaL DirREcTOR OF THE MARINE Corps 


“Mr. Chairman and members of the committee, I am Brig. Gen. Frederick 
Wieseman, Fiscal Director, United States Marine Corps. 

“As a preface to your hearing in our appropriation ‘Marine Corps Troops and 
Facilities’ I would like to take just a few minutes to discuss briefly with the com- 
mittee how our 1958 budget request compares to our 1957 appropriations and to 

ive a brief résumé of why we need the funds and how they will be used. 

“The fiscal year 1958 request is $184,200,000. This will provide only the 
essentials for conducting the day-to-day business of the Marine Corps, The 
underlying principle applied in the formulation of this budget request has been 
the realization of the need of getting the most for our money. 

“Comparing the 1958 request of $184,200,000 with the 1957 appropriation of 
$171,820,000 there is an increase of $12,380,000. At first glance it might appear 
that we are increasing the scope of our activities. Actually, however, our pro- 
gram for fiscal year 1958 is essentially the same as that which was funded for in 
1957. The apparent increase is caused by factors which are not entirely con- 
trollable by the Marine Corps. These are as follows: 

“1, $4,146,000 as the Government’s contribution to civil service retirement 
fund commencing in fiscal year 1958. 

“2. $8,040,000 as a result of expansion of the Marine Corps stock fund pursuant 
to Department of Defense policy that all consumable-type items including spare 
parts for new equipment must be procured initially through the stock fund and 
sold to the user. Some 86,770 additional items will be capitalized in the stock 
fund effective July 1, 1957. Since July 1, 1953, the Marine Corps has been gradu- 
ally increasing the scope of its stock fund and by July 1, 1957, the expansion will 
have been completed. Fiscal year 1958 will therefore represent the first full 
year of direct financial control over the cost of consumption of almost all consum- 
ables. This of course is a bookkeeping increase whereby this appropriation is 
charged with the cost of items previously funded elsewhere for the most part and 
issued without further charge to the user and function. There is no increase in 
total outlay by the United States. In fact we believe there are considerable 
savings due to the psychological effect that recording charges against specifically 
allotted funds has on the user versus the former system of free issues of expendable 
items. 

“3. $3,630,000 for furniture and fixtures for Capehart housing. This is a new 
program where determination has been made that funding for furniture and fix- 
tures be accomplished through the maintenance appropriation. This is a non- 
recurring program although similar incremental funding may be required in sub- 
sequent years, 

“This amounts to a total $15.5 million or some $3.2 million more than the in- 
crease in appropriated funds requested. 

“In addition to the increases I have mentioned, we are faced with additional 
costs due to wages for ungraded employees which have been rising steadily. We 
have absorbed these to date, and expect to be able to for the remainder of fiscal 
year 1957 by reprograming some less essential programs and some slippages, 
normal and generated. In 1957, the amount to be absorbed from this unanti- 
cipated increase is estimated to be $2.2 million, 

“To present the entire picture I would now like to compare our fiscal year 1957 
estimated obligations of $163,820,000 with the fiscal year 1958 estimated obliga- 
tions of $184,200,000. This is an anticipated increase of $20,380,000. In 
addition to the increase of $15,816,000 attributable to the factors I mentioned 
earlier, there are additional requirements that are essential to the Marine Corps, 
and must be funded if we are to maintain our present capabilities. These total 
$4,834,000 and are divided as follows: 

“1. $1,361,000.—Costs of equipments for newly activated units. 

“2. $3,340,000.—For other differences such as price increases and camp equip- 
ment for Okinawa camps. 

“Thus it can be seen that the basic programs supported by this appropriation 
are not expanding, but remain essentially level with those of fiscal year 1957, 
This request, if approved, will, in fact, be for programs at a lower level than were 
approved last year.” 
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(P. 243) 


EXPANSION OF Stock Funps 



















“Mr. SHEPPARD. I note on page 3 that you state the expansion of the Marine 
Corps stock funds will result in the requirement for additional funds in this 
appropriation. 

“T wish you would please insert a tabulation in the record showing those stocks 
being transferred into the Marine Corps stock fund, the value of the stocks bein 
transferred into the fund, the extent of these stocks as related to the Marine 
Corps requirements, and the funds required for purchase in fiscal year 1958 as 
compared to fiscal year 1957. 

“General WiESEMAN. We will furnish that for the record. 

“(The information referred to follows:) 


“Analysis of Marine Corps stock fund capitalizations by material category and the 
net Marine Corps troops and facilities increased requirements for fiscal year 1958 


| Marine Corps 
Value of cap- | troops and 
Material category italizations facilities net 
| increased 
requirements 








Electronics parts-_- ; é $53, 103, 000 | $2, 830, 800 
Engineer property, materials, and parts- -- 4 2, 860, 000 0 
General property : 12, 377, 000 | 119, 653 
Motor transport equipment and parts. a ‘ 4, 078, 000 | 0 
Ordnance equipment and parts_- i ‘ , be ‘ 67, 588, 000 | 5, 089, 700 

Total__ seh hinge ; ou 140, 006, 000 8, 040, 153 















“The comparison of fiscal year 1958 and 1957 funds required for purchases of 
Marine Corps stock fund material is as follows: 


Total requirements, fiscal year 1957 _.. $42, 744, 000 
Total requirements, fiscal year 1958___- ~~~ -- ida seetessetited antd 54, 030, 000 
Net increase sake Ene aera euch oS ee 

“Mr. SHEPPARD. What is the reason for this expansion and what do you expect 
to gain by it? 

“General WrESEMAN. The expansion of the stock fund? 

“Mr. SHepparp. Correct. 

“General WreseMAN. It will involve the capitalization of additional items 
which have heretofore been carried in the ‘Appropriation stores account.’ It will 
require the using units to exercise more rigid control over the utilization of this 
material. 

“Mr. SuHepparp. Is it also contemplated by using the stock fund in the cate- 
gories referred to that you will avoid duplication that might have heretofore 
prevailed? 

“General WrgSEMAN. That is correct, sir. 

“Mr. SHepparp. In other words, you feel that you have a closer surveillance 
or scrutiny of the operation under a stock-fund proposal than you would generally 
have by the procedure that has been heretofore followed? 

“General WIESEMAN. That is correct. We have been following this procedure, 
but this extends the scope of the activities. It includes more items. 

“Mr. SHepparp. The operation and experience you have is thoroughly indica- 
tive of the fact that you are getting beneficial results? 

“General WIESEMAN. That is right. However, some of this transfer is due to 
the change in criteria for items to be carried in the stock fund. Regulations were 
recently issued by the Department of Defense which changed the criteria and 
allowed us to transfer more items to the stock fund. 

“Mr. Suepparp. It is reasonable to assume that while the orders were cut and 
additional items were brought into the fund, they were brought in on the premise 
I previously referred to; is that right? 

“General WreEsEMAN. Yes.”’ 
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(P. 257) 


“Funps FOR EquIPMENT TO OutFir NEw ConstRuUCTION AT OKINAWA 


* * * * * * * 


“Mr. SHEPPARD. Do you anticipate that the increase of $445,400 will be 
adequate to maintain the new facilities supposedly coming into Okinawa in the 
fiscal year of 1958, and to provide proper maintenance for those temporary facili- 
ties which will have to be used until new facilities are available. 

“Colonel Ropertson. This $445,000, sir, is an increase directly attributable 
to the new construction and the reason it is so small in relation to the $25 million 
is that they were expected to come in very late in the year. We would only have 
a short time to maintain and operate the new structure. 

“Mr. SHEPPARD. You mean in the fiscal year of 1958? 

“Colonel RoBERTSON. Yes, sir; fiscal year. We feel that we can get by without 
putting too much money into present facilities, if we had new ones in sight. If 
we do not have new ones in sight, this budget will not take care of making the 
present ones fit to live in on a long-term basis.” 


(Pp. 278-279) 
“REASON FOR INCREASE IN FuNps REQUESTED 


“Mr. WiGGLeswortH. You are asking for this budget activity $40,668,000 
compared to $34,610,000 in 1957. It was about the same for 1956, or an increase 
of $6,008,000. 

I am not clear why your request for repair and overhaul programs under project 
2-A jumps from $4,300,000 to $8,400,000. 

“Colonel Miuticnap. The change under 2—A has been brought about by the 
fact that we are now going into a period when we are concentrating on major 
overhaul of equipment and now on overhaul of more costly equipment which has 
recently been delivered. For example, the repair of an M—48 tank is a consider- 
ably more costly procedure than the repair of a older model tank. Likewise, the 
repair of a LVTC-—3, which is the old type of amphibious tractor, was less costly 
than the repair of the new LVTP-5. This repair program is also increased in the 
area of electronics repair and motor-transport repair. Motor-transport repair 
has been required to be stepped up due to the fact that the equipment which we 
received new 3 or 4 years ago is now beginning to come back to the repair shops 
for rebuild. 

“Mr. WiaGLEswortu. I take it page 39 is the breakdown of your estimated 
overhaul and repair program? 

“Colonel Mituicnar. That is correct, sir. 

“Mr. WiaGLeswortH. The big increase seems to be in respect to ordnance 
tracked vehicles, which goes from $1,950,000 to $4,648,000, and in electronics 
repair, which goes from $800,000 to $1,511,000, and in motor-transport repair, 
which goes from $300,000 to $922,000. Why should that motor-transport repair 
item be tripled over what it was in this year? 

“Colonel Mitiicnap. The motor-transport-repair item, sir, has in it 260 trucks, 
one-fourth ton; 191 2!9-ton trucks, and 96 5-ton trucks. This program has been 
saved up, as it were, from the fiscal year 1957, and we are programing these vehi- 
cles in larger numbers so we can get the advantage of production runs. In addi- 
tion, this is the new series of vehicles which were introduced about 3 or 4 years 
ago, and which are now becoming available for repair. They are being returned 
from the using units for overhaul in larger numbers.”’ 


(P. 279) 
OVERHAUL AND REPAIR PROGRAM 


“Mr. Wieeteswortn. I did not understand your answer to the chairman as 
to why, if you could overhaul and repair a book value of $25 million with $4,300,000, 
you need $8,487,000 to repair a book value of $45,728,000. 

“Colonel Mitiicnap. Under the next item, sir, the LVT modification, we util- 
ized a large amount of labor, and the modification kits were furnished as part 
of the Marine Corps procurement purchase. In 1958 we are using the same amount 
of labor. There is no increase in personnel in this project, but we are applying 
this labor to overhaul, and we must necessarily buy parts from the stock fund to 
support it. That is the reason for the change. 
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“Mr. WicGLEswortu. You ought to be able to overhaul and repair about $59 
million instead of $45 million with the funds that you are requesting. 

“Colonel Ropertson. This is the result of a change in program. During 1957 
we spent all our effort practically in taking new LVT’s and putting from 1 to 1]9 
changes on them, costing from $10 apiece up to $2,000 apiece. But the kits 
the material that went with this labor, were issued free to the shop as a part of 
the contribution from the ‘Military procurement’ appropriation; where this year 
the modifications are made on new equipment, we will be working on old equi 
ment and we must buy parts from the stock fund to go with this labor. The old 
equipment did not have the initial cost or book value that this new, more com. 
plicated stuff has.’’ 

* * * * * * * 

As indicated above the actual level of operations was estimated to be somewhat 
lower in 1958 than 1957 on the basis of the $184,200,000 requested. 

General reductions have been made in this appropriation for 3 consecutive years 
for efficiency and economy. In fiscal year 1956 $3 million was deleted. In fisea] 
year 1957 Congress made a reduction of $4 million and an additional $8 million 
was withheld by the Bureau of the Budget for the same reason. The latter wag 
considered in our computation of the base figure for fiscal year 1958. Now, in 
fiscal year 1958, a reduction of $6,200,000 is proposed. The cumulative effect of 
these reductions, all made in the name of efficiency and economy, can only result 
in the further curtailment of essential programs. These amounts are particularly 
significant when related to the total funds requested in this appropriation. ‘ 

The reduction of $4,900,000 ($6,200,000 adjusted as stated above) in this areg 
as proposed for fiscal year 1958 will have the following adverse effects on our 
operations: 

(a) Reduction in repair of vital equipment for replacement. 

(b) Reduction in scope of training because of reduced supply availability such 
as gasoline, oil, and spare parts. 

(c) Limit proper testing of items which are out of the development state of 
research and development. 

(d) Limit planned integration of new weapons such as missiles. 

(e) Reduction in maintenance of property thereby resulting in increased spend- 
ing at a later date for major repairs. 

(f) Impair ability to supply Fleet Marine Forces through reduction in civilian 
personnel in supply operations. 

Further, the proposed reductions contemplate slippages in the military housing 
program (Capehart and acquisition of Wherry). The best information the 
Marine Corps possesses to date indicates that the availability of public housing 
will be in excess of that upon which the budget was based. Furniture and fix- 
tures are firm requirements because if they are not available the quarters will 
remain idle with a resultant loss of revenue to the Government. 





























AIRCRAFT AND RELATED PROCUREMENT, NAVY 


(P. 15, line 15) 


1957 appropriation ____ a $1, 732, 900, 000 
1958 estimate __ é : ar 1, 932, 000, 000 
House committee _- : : Bevel 1, 812, 000, 000 
House floor __ ; St aa ~ aM 1, 812, 000, 000 





















(House hearings, p. 456) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 15, line 15: Strike out ‘$1,812,000,000” and insert in lieu thereof 
**$1,931,224,000”’, an increase of $119,224,000 over the House approved amount 
and $776,000 below the estimate. 





EFFECT OF PROPOSED AMENDMENT 





The proposed amendment will restore $119,224,000 to the ‘Aircraft and related 
procurement, Navy” appropriation. This restoration will permit the Navy to 
procure about 125 combat aircraft in 1958 which otherwise must be deleted from 
the procurement program. 
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HOUSE COMMITTEE REPORT 







“The reductions made by the committee are based on two main factors. Past 
experience in this appropriation shows that considerable savings have been made 
in the programs funded by the Congress after these funds have been made avyail- 
able to the Navy. For example, the budget for fiscal year 1957 was based on the 
use of $280,903,000 consisting primarily of savings which accrued as a result of 

rogram changes and repricings in previously authorized funding programs. The 
similar amount for the fiscal year 1958 program is $165 million which it is estimated i 
will be recovered through price redeterminations on outstanding but unliquidated | 
contracts. The committee sees no reason to anticipate any changes in this 
experience, and believes that savings of at least $70 million can be realized from id 
this source. ii 

“Funds are requested in the budget for the continued procurement of the i 
F4H-1 and the F8U-3 aircraft. These aircraft are all-weather fighters with Hit 
approximately the same mission and operational characteristics. The committee 
believes that the Navy should take prompi action to decide which of these aircraft 
it will place in production. This should be accomplished at an earlier date and 
with fewer test and evaluation aircraft than is presently scheduled. Such action 
will result in immediate savings to this appropriation item and has been considered 
in the reduction made by the committee. 




























JUSTIFICATION PROPOSED AMENDMENT 





OF 








The Navy’s aircraft procurement estimates for 1958 as submitted to the House 
anticipated savings of $165 million from redetermination of prior year contracts. 
Recent experience has shown a decreasing trend in savings of this nature. It now ik 
appears that rising costs of aircraft will prevent the Navy from purchasing all 
the 1,220 aircraft contained in the President’s budget estimates. These rising i 
costs are affecting all aircraft now under procurement, and program adjustment 
to compensate for these price increases must be made. Reductions imposed by 
the House will require a further cutback of approximately 125 combat aircraft 
in the Navy aircraft procurement program for fiscal year 1958. 

The F4H-—1 and F8U-3 programs are planned to provide a supersonic all-weather 
fighter to replace subsonic all-weather fighters presently assigned to the operating 
forces. Neither of these models has flown as yet but past experience indicates 
that with the performance objectives required of these aircraft, development 
problems and temporary groundings are inevitable. A minimum of two models 
under evaluation is essential to prevent undue delay in providing a supersonic 
all-weather fighter to the fleet. The quantities proposed for procurement are the 
minimum required for an effective test and evaluation program. 

Restoration of $119.2 of the House reduction is necessary to prevent the loss 
of an additional 125 combat aircraft and to permit the Navy to proceed with its i 
1958 aircraft procurement program at an acceptable level of military readiness. 
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AIRCRAFT AND Factnitres, NAvy 


(P. 16, line 2) 







in eumbouriation. .... 2. 060s asi hae Je es $810, 772, 000 
I MIRATNNG 35.5 os wn dni: Son dacedew eas Abas eee 878, 000, 000 
Senne GUNNIDICCEE.. . sos Sc owe Soe ee eo ab eee 853, 500, 000 






a atin Ln ly Ste as a a cra 853, 500, 000 





(House hearings, p. 547) 






The Department of the Navy requests the following amendment: 







AMENDMENT 





PROPOSED 


Page 16, line 2: Strike out “$853,500,000” and insert in lieu thereof ‘$875,- 
279,000”, an increase of $21,779,000 over the House approved amount and 
$2,721,000 below the estimate. 










92576—57——-75 
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EFFECT OF PROPOSED AMENDMENT 
The proposed amendment will restore funds for approximately 75,000 hours of 


aircraft operation and permit the retention, in the supporting areas, of an essentig} 
balance with direct operating costs. 


HOUSE COMMITTEE 





REPORT 


“The committee recommends a reduction of $4 million in the funds requested 
in the amount of $223,838,000 for flight operations for the Navy and the Nayaj 
Reserve. The Navy has shown an inability in the past to meet the objectives 
they have set in this field. On the basis of the data submitted to the committee 
there appears to be no justification for any improvement in this respect in fisea] 
year 1958. 

“The matter of administrative flying and other nonessential type flight opera. 
tions as well as the extent of the flight training operations of the Navy should be 
given close scrutiny during fiscal year 1958 with the view in mind of eliminating 
that which is not essential to the operational capabilities of naval and marine 
aviation. The committee will expect the Navy to be prepared to discuss the 
actions they have taken in this field in detail during the hearings on the budget 
for fiscal year 1959. 

“The Navy has presented to the committee a program for the installation of 310 
optical landing systems in naval aviation shore establishments. One hundred and 
fiftv of these have been funded through fiscal year 1957. The additional 160 were 
included in the budget estimates for fiscal year 1958. The committee has elimin- 
ated funds for the additional 160 systems and desires that the Navy thoroughly 
review the essentiality of this program on the basis of the 150 previously funded 
before proceeding with the remainder of the program. 

“Additional reductions have been made in overall activities for photography, 
publication, and in fleet personnel costs as well as the aforementioned furnishings 
for Capehart housing.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


In the area of aircraft flight operations the House report called attention to past 
overoptimism in meeting programed objectives and suggested that some redue- 
tion could be made in “administrative flying and other nonessential type flight 
operations as well as the extent of the flight training operations.’’ The budget as 
submitted, however, reflected the result of vigorous efforts of the Navy to do just 
the things the House committee proposed. As compared with the flying program 
contained in the 1957 budget of 4.5 million hours, the 1958 estimate provides for 
4.1 million hours. At the prices used in the budget computation, the 400,000 
difference in hours would cost approximately $22 million. The $4 million redue- 
tion levied in this area by the House, thus increases the reduction already accom- 
plished by the Navy in the preparation of its budget. Furthermore, entirely aside 
from any reductions imposed by the House, approximately $8 million resulting 
from an unbudgeted fuel price increase must be absorbed. It was hoped that this 
price increase effective in January 1957 would be of a temporary nature without 
serious effect upon the cost of operations during 1958. Recent information, how- 
ever, indicates that prices at least as high as those now current will continue 
throughout fiscal vear 1958. 

In addition to the specific reduction made in flight operations, a general redue- 
tion of $20.5 million was made in areas which support these operations. Particu- 
lar mention was made of optical landing systems, Capehart housing furnishings, 
photorraphy, technical publication, and fleet personnel costs. The Navy has re- 
viewed the construction schedules for Capehart housing units and has determined 
that furnishings procurement of $2 million can be deferred until 1959 without detri- 
ment to the progress of the program. The total amount budgeted for the remain- 
ing areas mentioned by the committee was $25.1 million against which the major 
portion of the $20.5 million reduction would have to be applied. Meticulous care 
was taken to achieve a proper balance between these supporting programs and the 
major programs to which they relate. Requirements for aerial cameras, for ex- 
ample, bear a direct relation to new aircraft procurement; fleet personnel costs 
are generated by fleet operational deployment; and technical publications are 
geared to the procurement of new aircraft, missiles, and related equipment. Re- 
ductions of the magnitude required by the House action would upset this balance 
and seriously affect fleet operations. 

In addition to unbudgeted fuel price increases, the Navy is faced with increased 
costs for wages and materials which have occurred since the budget estimates 
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were prepared. Wage increases of per diem employees alone will amount to 
$12 million additional under this appropriation in 1958. As required by law, 
wages of these employees are adjusted periodically to provide pay scales for 
Government per diem employees equal to comparable industry rates in given 
lities. 

a addition to the $2 million savings for Capehart housing furnishings, reduc- 
tions in departmental personnel are expected to save $.7 million for a total savings 
of $2.7 million. The remaining $21.8 million of the $24.5 million House reduction 
js required to alleviate the impact of unbudgeted cost increases and to prevent 
further serious curtailment in the force levels of naval aviation. 

The committee therefore is strongly urged to restore the amount of $21.8 
million to this appropriation. 


SHIPRUILDING AND CONVERSION, Navy 


(P. 16, lines 21-22) 


RNs 00.0 «in ait. one Sia 6 ameter t ane naleds $1, 479, 700, 000 
NS eee ic 56tRaSs Reese ee AR 1, 654, 000, 000 
DIIIGOGs 5 cos 52 6ca55a5 5 paces a ehennecenecaekecacee 1, 534, 000, 000 
I no 8486 be caees sca. $$ has 4 kas AER ee 1, 534, OVO, 000 


(House hearings, p. 628-692) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 16, lines 21-22: Strike out ‘‘$1,534,000,000” and insert in lieu thereof 
“$1 652,000,000", an increase of $118,000,000 over the House approved amount 
and $2,000,000 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will enable the Bureau of Ships to proceed with 
authorized shipbuilding programs without eliminating ships from the 1958 pro- 
gram. It also provides for restoration of the seaplane tender conversion to the 
1958 program. 

HOUSE COMMITTEE REPORT 


“The reduction recommended by the committee has been achieved in four 
areas. The first of these is as a result of repricings in prior years shipbuilding 
programs which have resulted in a savings of approximately $40 million.” 

“* * * The past history in this appropriation item has been one of substantial 
savings in repricings, which take place periodically after the funding of these 
programs. Based on this experience $60 million has been eliminated from the 
budget estimates.”’ 

“For the first time the item for shipbuilding administrative expenses is carried 
as a separate budget activity. The committee believes a reduction of $2 million 
is in order in the estimated program of $34 million.” 

“Funds were requested for the conversion of an existing ship to a seaplane 
tender * * * The committee has deleted this request from the 1958 shipbuild- 
ing program in the belief that such a complex conversion should not be attempted 
until the Navy has more basic data with reference to the large seaplanes, espe- 
cially the P6M and the new planes for which funds are being appropriated in 
the accompanying bill.’’ 


JUSTIFICATION OF PROPOSED AMENDMENT 


The savings of $40 million realized through competitive award of ships, were 
included in the repricing of the 1957 program. Had they not been included, the 
upward repricing would have been $40 million more than is shown in the estimate. 
An additional cut of $40 million would require the elimination of ships from the 
1958 program. 

The reduction of $60 million in the estimates is based on anticipated savings 
through downward repricing of funded programs. However, changes in character- 
istics, such as installation of guided missile capability, which the rapid techno- 
logical changes are causing in ships in more recent programs, are bringing upward 
repricing in the future rather than downward. This trend, accentuated by the 
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unbudgeted rise in labor and material costs, would make it fiscally unsound for 
the Bureau to proceed on the basis of anticipated downward repricings, 
result of such a reduction would be to cause the elimination of ships from the 
1958 program. 

With respect to the seaplane tender, the basic data are available which have 
permitted completion of contract plans and specifications, and the design is ready 
for award as soon as funds are available. Because of the 36 months lead time from 
authorized funding until readiness for service in the fleet it is necessary that this 
ship be funded in fiscal year 1958 in order to be available when the aircraft arp 
delivered. The P6M aircraft, funded in previous programs, are scheduled to be 
delivered from 1959 to 1961. A further delay would result in not having adequate 
tender support for these aircraft at the time they are available in our operating 
forces. Restoration of $18 million for this ship is therefore requested. 


Suips aND Faciiities, Navy 


(P. 17, line 8) 
1957 appropriation 


Avec hn nde eae ane wan thee dinwée agen $766, 040, 000 
ES «cc achosaen uae naelces ana endedinek iawn eneien 827, 000, 

Ne) <. oth ceed co pesin do teeEEwe beeen ean eet 820, 000, 000 
IN bi op as sok saccade tga ct tbdeaga ta aetna els Toscah saa eteosatinio 820, 000, 000 


(House hearings p. 690) 


The Department of the Navy requests the following amendment: 
a i > 


PROPOSED AMENDMENT 


Page 17 line 8: Strike out “$820,000,000” and insert in lieu thereof “$826,524. 
000”, an increase of $6,524,000 over the House approved amount and $476,000 
below the estimate. 

EFFECT OF PROPOSED AMENDMENT 


Provision of funds for the maintenance and operation of the active fleet alone 
will require more than the $6,524,000 to cover wage and material increases which 
have occurred since the budget was submitted. Restoration of these funds will 
help the Navy to keep pace with current costs. Lack of restoration of this 
money will cause further reductions in vital programs within the appropriation. 


HOUSE COMMITTEE REPORT 


(P. 56) “Past performances in the activities in this appropriation have shown 
that a more effective use of funds made available by the Congress is necessary, 
If this is done the committee believes that the remaining reduction it has made 
can be achieved without detriment to the fiscal year 1958 program.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The Navy accepts the reduction of $23,000 for support of naval forces in Ger- 
many and the reduction of $453,000 in departmental costs. However, per diem 
wage increases granted since this budget was submitted have increased the cost of 
repairs to active fleet ships by $6,875,000. Increases in fuel prices which were 
effective on April 1, 1957, will cost an additional $9,400,000. Advance informa- 
tion indicates that another fuel price rise will be forthcoming on July 1, 1957, 
which will again increase costs to this appropriation by $1,700,000. In addition 
to these price increases, the request for this appropriation was reduced by $16 
million by the Secretary of Defense for improved management efficiency prior to 
its submission to the Congress. The combination of these factors has already 
forced a reduction in some programs. Further reduction, as voted by the House, 
will cause serious curtailment of programs required to support the fleets. 


PROCUREMENT OF ORDNANCE AND AMMUNITION, Navy 


(P. 18, line 3) 


1957 appropriation___-_ _..---- $294, 000, 000 


DRM UA 0 ne Toa OS A a ___ 256, 000, 000 


‘ _.... 176, 000, 000 
vob velo s. pian seb Lede eee thd dwnuy esas ee 
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(House hearings, p. 762) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 18, line 3: Strike out ‘$176,000,000” and insert in lieu thereof “$246,- 
000”, an increase of $70 million over the House-approved amount and $10 
million below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


Restoration of this money would permit the Navy Department to accomplish 
the fiscal year 1958 procurement of ordnance and ammunition program generally 
approved by the House. 

HOUSE COMMITTEE REPORT 


“While the committee believes that some reduction can be made in the con- 
yentional ammunition programs including ammunition support funds, the reduc- 
tion is primarily based on the unobligated balances available in this appropriation 
item including MDAP reimbursements and the history of poor past performances 
in achieving the obligational rates justified to the committee.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The House reduction of new obligational authority constitutes not a simple 
reduction in funds but a 21-percent reduction in the already heavily cut ammuni- 
tion and guided-missile programs. This reclama is directed to the assumption 
of the House report that the ‘‘Procurement of ordnance and ammunition, Navy” 
appropriation will have sufficient undeclared assets to provide the funding that 
is lost through the proposed cut. The House committee report spoke of ‘‘un- 
obligated balances available in this appropriation” as the source of this money. 
Unobligated balances are primarily the result of reimbursements from other 
agencies, including the military assistance program, for ordnance stock items 
which do not have to be replaced. To the extent that orders have been received, 
or can reasonably be expected, we have estimated the amounts which will be 
available for use; this now includes $10 million more than the amount estimated 
in our original submission of this budget, and we are consequently reducing our 
reclama for restoration from the full $80 million House reduction to $70 million. 
It is true that during fiscal year 1958 additional orders may appear that will 
eventually produce income which will appear as an unobligated balance at the 
end of the year; any such amount would be applied toward a reduction in our 
request for new obligational authority for fiscal year 1959. However, since we 
cannot reasonably expect any additional amount to accrue or to be apportioned 
in time to be used for the orderly planning and execution of our fiseal year 1958 
program, restoration of $70 million is requested. 


ORDNANCE AND Faciuitres, Navy 


(P. 18, line 15) 
1957 appropriation $163, 680, 000 
1958 estimate 167, 000, 000 
164, 000, 000 
164, 000, 000 


(House hearings, p. 810) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 18, line 15: Strike out ‘$164,000,000" and insert in lieu thereof . 
“$166,023,000’’, an increase of $2,023,000 over the House approved amount and 
$977,000 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 
The proposed amendment will restore ability to adequately inspect special 


weapons received into store and will provide special weapon maintenance instruc- 
tions to the field and fleet on a timely basis. Mine maintenance will be accom- 
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plished to prevent excessive loss through deterioration of sensitive components, 
Torpedoes will be proofed as received from production instead of accumulatj 
at the proofing stations. This will reduce strains on storage capacity at proofin 
stations and will prevent delivery of erratic torpedoes to ships and other torpedo 
stocks. Needed alterations to fire control systems to improve effectiveness 
against ever faster targets and reliability will be accomplished. 









HOUSE COMMITTEE REPORT 


“+t * * Go 







nerally speaking, the reductions recommended by the committee are 
based upon the general reductions as set forth in earlier paragraphs of this report 
and should be achieved in the programs for maintenance of ordnance and ammupi- 
tion, departmental administration, and improvements and alterations to facilities 
without detriment to the fiscal year 1958 programs * * *.” 







JUSTIFICATION OF PROPOSED AMENDMENT 


















The Bureau of Ordnance has consistently funded the maintenance of ordnance 
and amrrunition at a bare minimum basis. 

Thus, our request for fiscal year 1958 reflects only that funding required to 
maintain our existing stocks at required safety levels in an attempt to prevent 
their deterioration beyond a point where maintenance is no longer practicable, nor 
economically feasible. 

This type of maintenance is necessary concurrently with our initial ventures in- 
to the procurement of newer type weapons. 

Further, imposition of a reduction here would seriously impair our ability to 
supply essential services to the active fleet. 


MepicaL CARE, Navy 



















Pit EIB OIC es co le ohm me eon oie _..---- $61, 323, 000 
RU ORI ok ot ea aes ‘ 5 nies bese ns atc, 
House committee___________-- ett ek uke mepnien oe tphatinindl sceaica te to soos aa:, 


REM TIE a5 ok eo os un Dace ad ag om 3 , __... 85, 200, 000 





(House hearings, p. 844) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 





Page 18, line 24: Strike out “‘$85,200,000” and insert in lieu thereof ‘‘$87,113,- 
000’’, an increase of $1,913,000 over the House approved amount and $87,000 
below the estimate. 





EFFECT OF PROPOSED AMENDMENT 



















This proposed amendment would increase the funds available for medical care 
of dependents in civilian facilities, and will permit the Bureau of Medicine and 
Surgery to provide for such care in accordance with Public Law 569, 2d session, 
84th Congress, to the extent authorized and required, based on the best current 
estimate. The House action reduces the number of dependent patients in civilian 
hospitals from an estimated average of 1,315 per day to approximately 1,200. 
HOUSE 


COMMITTEE REPORT 







“The reduction of $1,995,500 is in the funds requested for dependent medical 
care in nonnaval facilities. The cost data experienced to date in this program 
does not warrant the appropriation of funds in the amount requested by the Navy 
for this activity. The committee has set forth previously in this report its views 
concerning the need for the utilization of available space in military hospitals 
prior to the expenditure of funds in nonnaval facilities for the care of dependents.” 
















JUSTIFICATION OF PROPOSED AMENDMENT 








Cost data experienced to date, though still regarded as partial, do support the 
original estimate of cost per day in civilian facilities. 

he committee recommended reduction of funds for care of an estimated 
daily average of 115 dependent patients in civilian hospitals and directed their 
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care and treatment in military medical facilities, while making no increase in 
funds for care of dependent patients in naval hospitals. 

Restoration of $1,913,000 of the recommended reduction of $1,995,500 is 
requested, in order that adequate funds will be available for care of dependent 

atients in nonnaval facilities. The difference of $82,500 required for dependents 
medical care can be made available by a reduction in funds for departmental 
administration. 

To the extent, if any, that funds requested for care in civilian medical facilities 
may not be required, as contemplated in the House action, funds will be needed for 
a new requirement which has arisen since presentation of the estimates to the 
House. This need pertains to the necessity of obtaining influenza vaccine to 
jmmunize our military personnel against a new influenza infection which has 
been raging in the Far Kast and Philippines, aboard our ships, and will most likely 
reach this country this fall. This vaccine has been recommended by the Armed 
Forces Epidemiological Board of the Secretary of Defense. Initial estimates 
indicate that this requirement will amount to approximately $500,000. 


CiviL ENGINEERING, Navy 


(P. 19, line 12) 
1957 appropriation --_- ; $129, 600, 000 
1958 estimate - : 138, 000, 000 
House committee- se 134, 630, 000 
House floor - - , . Sate eet Sat kd aes 134, 630, 000 


(House hearings, p. 904) 
The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 19, line 12: Strike out 134,630,000” and insert in lieu thereof 
“$136,998,000”, an increase of $2,368,000 over the House-approved amount and 
$1,002,000 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


To restore $2,368,000 of the $3,370,000 reduced by the House of Representa- 
tives, as indicated in H. R. 7665. 


HOUSE COMMITTEE REPORT 


“The funds in this appropriation title are required to provide technical engi- 
neering services to the entire Naval Shore Establishment including Marine Corps 
facilities, the maintenance and operation of specific shore establishments and the 
procurement of certain material in support of the operational responsibilities of 
the Bureau of Yards and Docks of the Navy. The committee recommends 
$134,630,000 for these activities, a reduction of $3,370,000 in the budget estimates 
of $138 million and an increase of $5,030,000 in the funds appropriated for fiscal 
year 1957. In addition to the general policies concerning reductions in the budget 
estimates the committee has denied the request of the Navy for funds for the 
purchase of 89 new passenger carrying motor vehicles and appropriate reductions 
have been made in the appropriation request. 

“The amount of $3,151,000 was requested for the increase in the cost of the 
maintenance and operation of the various public works centers operated by the 
Bureau of Yards and Docks. These centers provide public works and logistic 
support for various naval activities in their respective areas. The extent of sup- 
port provided by these centers should be thoroughly reviewed to insure that only 
those services which can be rendered to the various activities at a savings in cost 
to the Navy be provided. This is particularly true with references to the public 
works center on Guam. The committee notes with approval that the Navy has 
instituted a study to determine what functions this center should perform and 
believes that savings can be made if similar studies are instituted at the other four 
public works centers operated by this Bureau. * * *” 
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JUSTIFICATION OF PROPOSED AMENDMENT 


The committee report indicates that a reduction is made in the funds requesteq 
for public works centers of $3,151,000. This represents a 15-percent reduction 
which cannot be absorbed without causing a reduction in public works maintenangee 
far below minimum standards and operating requirements. This reduction wag 
based on the premise that savings can be made if studies, similar to the recent 
one at the Public Works Center, Guam, are instituted at the other four public 
works centers operated by this Bureau. The purpose of the study referred to gt 
Guam was to (a) analyze the public works type functions being performed by 
-ach of the naval activities on Guam, and (b) to determine the capability of the 
Public Works Center, Guam, to furnish all public works support to other nayal 
activities efficiently and at an overall savings to the Navy. A preliminary report 
of the survey concludes that it is beyond the capability of the Public Works 
Center, Guam, as now constituted to perform full public works support for al] 
naval activities on Guam economically. This is based on the premise that several] 
potential “customers” are geographically too far from the center. For example, 
the Naval Air Station, Agana, is 13 miles away. The naval radio stations at 
Finegayen and Barigada are approximately 10 miles away. However, this center 
is economically justified as evidenced by savings generated since its establishment, 

Studies have already been instituted at the other four public works centers 
with conclusive proof that substantial economies have already been effected in 
prior years. Thus, the savings indicated by the House cannot be obtained without 
reducing operations below minimum requirements. The concept that one well 
equipped and staffed public works organization in areas of concentrated naval 
activities, can perform more economically than numerous separate public works 
departments in individual activities is sound and based upon preventing duplica- 
tion of staffing of personnel, overhead costs, and equipment costs. 

These centers provide services, beyond the capabilities of station forces author- 
ized for individual naval activities in their respective areas, such as inspection, 
repair, and engineering services. Also, it is the responsibility and prime mission 
of these centers to maintain and operate all multiused facilities such as utility 
distribution systems, waterfront structures, such as piers and moorings, housing, 
roads, and the shops to perform this maintenance. The following table indicates 
the number of activities serviced and the plant value of the facilities involved: 


| 
Number of Plant value of 





Activity activities activities 
served | served 
Public works center: 
ES Ae Sewer a itl al eee’ ‘ 18 $118, 375, 114 
Guantanamo Bay-.---.--- J | 14 24, 409, 800 
Norfolk Lit iii lLanstote aioe a3 32 407, 880, 110 
Pearl Harbor-_-.-- didn iE ec detdss : bipias d | 34 121, 853, 161 
Subic Bay secs asudhiase sila evi ase ena cath Ths gare cael na 14 37, 310, 600 
ee ts bho e tS a ee bi ich doch | 112 709, 828, 785 


tila 





Waterfront structures and utilities utilized by the active fleets at the particular 
locations involved are maintained solely by personnel of the public-works centers. 
Maintenance standards of these facilities must be such as to render essential logistie 
support to the operating forces in order that they may be kept at the best attain- 
able degree of readiness. Furthermore, active permanent structures should be 
maintained in a state of preservation which is consistent with the investment of 
the Government. Failure to provide sufficient funding for firm requirements of 
these centers will result in reducing to an unacceptable minimum the capability 
of maintaining the facilities required to support fleet operations. 

It is, therefore, requested that funds in the amount of $2,368,000 be restored 
to the appropriation ‘Civil engineering, Navy, 1958.’’ This restoration will 
provide for minimum required costs of maintenance and operation of publi¢ 
works and public utilities in the largest areas of active naval operations. 


RESEARCH AND DEVELOPMENT, NAVY 

19, line 17) 
1957 appropriation se ea ecndcnnnseencnesue $492, 000 Ge 
1958 estimate __ avager a aes a een a aa _. 505, 000, 000 
House committee___-_- : S _ 495, 000, 000 


House floor_______.__-____-__________- si cides aeanallel 495, 000, 000 
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(House hearings, p. 1021) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 19, line 17: Strike out ‘$495,000,000” and insert in lieu thereof “‘$505,000,- 
000”, which is the budget estimate and an increase of $10 million over the House- 
approved amount. 

EFFECT OF PROPOSED AMENDMENT 


The proposed amendment, which recommends the restoration of $10 million to 
the appropriation ‘‘Research and development, Navy” will provide sufficient 
funds to carry on research and development in antisubmarine warfare at the 
minimum planned level and will permit the Navy to continue the current level 
of basic research in fiscal year 1958. 


HOUSE COMMITTEE REPORT 


“The committee recommends $495 million, a reduction of $10 million in the 
budget estimate of $505 million and $3 million greater than the funds appropri- 
ated for the current fiscal year. The committee is not convinced of the need for 
the various and sundry studies and programs presented in justification of this 
appropriation request, particularly in the realm of military sciences, for which 
approximately $65 million was requested. It believes that this reduction can be 
achieved without detriment to the overall research and development program of 
the Navy. 

“The committee cannot overemphasize the need for research and development 
in antisubmarine warfare. Such efforts must be continued, and any results 
therefrom which will improve the capabilities of the Navy in this field be promptly 
implemented to insure their integration into the operating forces of the Navy at 
the earliest practicable time. 

“The extent and type of basic research conducted within the Department and 
the adequacy of coordination between the Department, the National Science 
Foundation, and private agencies has always been of interest to the committee. 
While, admittedly, it is difficult to draw the line between what is considered 
to be basic research and general research, it is hoped that the Department will 
not lessen its efforts in this field. In any event, should the Department make 
any significant reduction in the current level of basic research effort in fiscal year 
1958, the committee wishes to be informed.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The appeal for restoration of $10 million is based on 2 important factors. 
First, the Navy’s request for $505 million for fiseal year 1958, which is an increase 
of $13 million over the amount appropriated in fiscal year 1957, in fact represents 
a steadily declining effort in the field of research and development as a result of 
rising costs, increases in salaries for both scientific and wage-board employees, and 
absorption of such items as the $9.5 million for the Government’s contribution to 
the civil-service retirement fund. Secondarily, as a result of Navy witnesses 
apparently not clearly explaining the substance and objectives of the research 
and development projects under the classification ‘“‘Military sciences,’ the recom- 
mendations of the committee as expressed in their report are contradictory. On 
the one hand, the committee stated that they were not convinced of the need for 
the studies and programs presented as justification under this classification. The 
committee then stated that they could not overemphasize the need for research 
and development in antisubmarine warfare and that the all-out efforts of the 
Navy in this area must be continued. An analysis of individual projects classified 
as ‘‘Military sciences’”’ reveals that of the $65 million in research and develop- 
ment work under this classification approximately $26 million, or 40 percent, is in 
direct or indirect support of antisubmarine-warfare problems. 

Furthermore, the committee stated that the departments should not lessen 
their efforts in the field of basic research. The major portion of the funds for the 
Navy’s basic research effort is carried under the classification ‘‘ Military sciences.”’ 

Consequently, the proposed reduction in funds will undoubtedly reduce the 
levels of work both in antisubmarine warfare and in basic research. 
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SERVICEWIDE SUPPLY AND FINANCE, NAvy 


(P. 20, line 7) 
1957 appropriation ld sp Rep one ni snip nln ia 
1958 estimate _--_------ b oe : tehitohiey -.---- 309, 000, 009 
House committee_____ ___-_- ee eee ae 


PMMMIEAROS To) 9h 2 Sta tage Ce 2 tects! atels 300, 000, 000 












1 In addition, $8 million now pending in Congress. 


(House hearings, p. 1074) 





The Department of the Navy requests the following amendment: 


PROPOSED 





AMENDMENT 










Page 20, line 7: Strike out ‘$300,000,000” and insert in lieu thereof ‘$308, 
682,000’, an increase of $8,682,000 over the House-approved amount and 
$318,000 below the estimate. 








EFFECT OF PROPOSED AMENDMENT 






The enactment of the proposed amendment will permit the Department of 
the Navy to operate the Navy supply system at the minimum level required to 
support worldwide fleet operations under national-security objectives. 
HOUSE 


COMMITTEE REPORT 



















“Generally speaking, this appropriation supports the activities of the Bureay 
of Supplies and Accounts, including the Navy supply system. The committee 
recommends $300 million for these activities, a decrease of $9 million in the 
budget estimates of $309 million and an increase of $10,356,000 in the funds 
appropriated in fiscal year 1957. The committee believes that these reductions 
can be achieved in the supply-distribution system, the commodity-control sys- 
tem, the cataloging activities and in departmental administration. Particular 
emphasis must be placed on more effective operations in the air-support system. 
The supply effectiveness of the air-support activity of the commodity-control 
system is estimated to be only 63 percent, which compares with 80 to 94.3 per- 
cent in the other portions of this system. It will be expected by the committee 
that appreciable progress will be made in fiscal year 1958 in improving the supply 
effectiveness of the air-support system. The funds approved by the committee 
will be sufficient to allow the Navy to carry on the numerous activities in the 
supply and finance field at a level commensurate with the proposed strength and 
the objectives of the Navy in these areas.”’ 














JUSTIFICATION OF PROPOSED AMENDMENT 

















This appropriation funds the worldwide supply support requirements of the 
active fleet. Adequate supply support becomes more and more important to 
fleet operations as our ships, aircraft, and weapons become more complicated. 
The Navy cannot meet its national security commitments without a required 
minimum level of funding for both direct and support operations. 

For the past several years the Navy has shown marked improvement in the 
operation of its supply system. Increased efficiency has resulted in lower appro- 
priation requests. The fiscal year 1958 appropriation as submitted projected a 
continuation of this increased efficiency and reflected a savings in funds on a 
comparable basis with fiscal year 1957. 

In the interest of economy the 1958 estimate included a bare minimum of 
funds for capital investment needs. Only $1,500,000 of the total funds requested, 
was for the purpose of equipment procurement or improvements to facilities. 
As a consequence reduction must be applied to funds for current operation. 

The proposed House action will not permit the operation of supply depots and 
centers at the level required to support Navy programs. The overall House 
action will not change the planned operational level of the fleet in fiscal year 
1958; therefore supply support requirements will continue at the current level. 
It will not be possible to provide this level of supply support with the funds pro- 
posed by the House. The direct results of the House action will be: 

(a) A decrease in current fleet effectiveness and the ability of the supply 
system to respond to an international emergency. 
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(b) A decrease in the management capability to purchase, distribute, and 
control inventory on a sound basis. 

(c) A curtailment in much needed fleet supply improvement programs such as 
the coordinated allowance list program. 

(d) A further physical deterioration of Navy material in stock resulting from 
insufficient funds to preserve materials in store. 

(e) A further deterioration of physical facilities due to deferment of needed 
maintenance and repair funds with a resulting larger cost in subsequent years. 

The proposed House action compounds an already serious financial problem 
which confronts the Navy in the administration of this appropriation. Since the 
submission of the President’s budget there have been significant cost increases 
which must be absorbed. These costs include transportation rate increases, fair 
labor act rulings, and wage board increases. The total of such costs which are 
not included in the appropriation estimate exceeds $6 million. 


SERVICEWIDE OPERATIONS, NAvy 


(P. 20, line 22) 


1957 appropriation _____ - $102, 435, 000 


1958 estimate wieckeluce, AOR O00 
House committee : rou 107, 000, 000 
House floor - 107, 000, 000 


(House hearings, p. 1141) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 20, line 22: Strike out ‘'$107,000,000’’ and insert in lieu thereof 
“$108,470,000", an increase of $1,470,000 over the House approved amount and 
$3,530,000 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


The effect of the proposed amendment will restore to the appropriation “‘Service- 
wide operations, Navy’’ the amount of $1,470,000 which will permit the service- 
wide communications program to more efficiently execute the already lagging 
programs for urgently required inprovenent of security and speed of communica- 
tions for fleet support. The proposed amendment will also permit the Hydro- 
graphic Office to provide for urgently needed projects in the military programs, 
which are annphibious, national intelligence surveys, mine, and undersea warfare. 


HOUSE COMMITTEE REPORT 


This appropriation item contains funds for the various activities administered 
by the Secretary of the Navy and the Chief of Naval Operations, including 
administrative headquarters, servicewide conmunications, Hydrographic Office, 
the Naval Observstery and other miscellaneous activities. The budget estimate 
for these operations is $112 million. The committee recommends $107 million, 
a reduction of $5 nillion in the estimates and $4,565,000 greater than the funds 
appropriated for the current fiscal year. Since the presentation of the Presi- 
dent’s budget, the committee has been informed by the Navy that $2,314,000 of 
the funds required in this appropriation item are no longer required for the pur- 
pose for which they were included in the budget. Therefore, they have been 
deleted. ; 

It does not appear that there is sufficient justification for the additional man- 
years being requested for the Office of Legislative Liaison and the General Counsel. 
Accordingly, the funds requested are denied. 

The committee also eliminated $200,000 of the $11,487,000 requested for the 
operation of the Hydrographie Office. The remainder of the reduction can be 
achieved in the additional civilian personnel requested and the other activities of 
this appropriation without jeopardizing essential programs contained in the 
estimates. 

The funds approved provide for the continued expansion of the NAAO in line 
with the long-range objectives of this program as justified to the committee on 
several occasions. 
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The committee desires that the Navy review the present policy relative to the 
length of tours of duty for personnel assigned to Naval Intelligence billets wit 
the view of stabilizing these assignments and, if practicable, lengthening then 
where this is necessary. 

In the same area of operation, consideration should be given to strengthenip 
the training of such personnel in foreign language, customs and other essential 
characteristics of the areas in which they will be stationed. 








JUSTIFICATION OF PROPOSED AMENDMENT 


Budget activity No. 2—Servicewide communications 

Cryptographic equipment currently in use throughout the Navy is still, tog 
large extent, manually operated. Under present day concepts of nuclear and 
missile warfare it is imperative that all fleet units, together with selected support. 
ing shore activities, be provided with automatic cryptographic equipment. Test 
models of such equipment were available in fiscal year 1957, and the fiscal year 
1958 program provides for initiating volume procurement. Lead time from 
availability of funds to delivery of equipment is approximately 2 years, and an 
substantial delay will seriously hazard the program to increase reliability, security 
and speed of communications. % 

Other funds cannot be diverted to the procurement of cryptographic equipment 
without seriously jeopardizing plans of equal priority for modernizing communica. 
tion capabilities of submarine units, and the procurement of equipment to provide 
interference-free point-to-point and fleet broadcast communications. Mainte 
nance and operation of supporting shore communication activities must be con- 
tinued at the present level if efficient and effective communications are to be 
provided. 


Restoration of the $800,000 reduction is required to provide a balanced program 
for improvement of security and speed of naval communications. 
Budget activity No. 3—Hydrographic Office 

The statutory requirements for the Hydrographic Office have already been 
reduced to a minimum, and this reduction will fall in the military programs, 


Although in dollars the cost is not high, each program is a highly important part 
of a much larger program. 


Specifically, this reduction will result in curtailment in the amphibious, national 
intelligence surveys, mine and undersea warfare programs. Restoration of the 
$200,000 is required to prevent a further reduction in important military programs, 
Budget activity No. 9C—Contingencies of the Navy 

Extraordinary military expenses.—The reduction of $470,000 in this program 
will preclude certain special classified programs. Further justification will be 
made orally at closed hearings. 


GENERAL STATEMENT 


Admiral Hottoway. Mr. Chairman, as Chief of Naval Personnel, I 
am also Deputy Chief of Naval Operations, Personnel and Reserve 
Forces, and I am responsible to you and the Congress for the Navy 
appropriation which as you stated, sir, was $2,503 million, which the 
House reduced by $18 million, and we are reclamaing that amount, sir. 

I feel that this money which goes for pay, subsistence and trans- 
portation, everything that has to do with the active-duty personnel, 
was reduced by the House because usually we do not run right to the 
last penny and the House felt that the money could be taken out and 
that we could go through all right. 

Actually, sir, we are so close to our expenditures and our accounting 
is so excellent and close that we cannot take this amount without a 
reduction in end strength next year of about 11,000 men. We could 
take it out of promotions of people qualified and scheduled for pro- 
motion, but as you know, sir, that is one of the programs which pro- 
duces a stability and quality more than anything else in the Navy. 
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For that reason we respectfully request the restoration of the $18 
million in “‘Military personnel, Navy.” 
Senator Cuavez. That would take care of what three items? 


PROMOTIONS, SUBSISTENCE, AND TRAVEL 


Admiral HoLtLtoway. Promotions, subsistence, and travel and pay. 
It seems like a small amount, sir, but our accounting is so close that 
we feel we are justified in requesting the restoration of that amount, 
sir. 
Senator Cuavez. Well, | have my two naval experts here now. I 
will ask Senator Robertson if he desires to ask any questions. 

Senator Ropertson. Mr. Chairman, there was some intimation 
from the Air Force witnesses who were cut about the same amount 
as the Navy—they were cut some $600 million, the Navy has been 
eut some $695 million—if they had to take the cut they could live 
with it better if they could have some voice where the cuts would be 
applied. Is that correct? 

Senator Cuavez. That is the way I understood it. 

Senator Ropertson. Now the Navy has asked for a restoration of 
a total of $390 million. The chairman and I just viewed the outward 
evidence of the fine Navy down at Hampton Roads the day before 
yesterday, and we were very much impressed with what we have. 
We are sympathetic with the problems. 


FLEXIBLE APPLICATION OF REDUCTIONS 


Would the admiral care to make any suggestions, that if you have 
to take the cut such as the House made would it help you any to 
have some voice in applying it? 

Admiral Hottoway. Senator, I think it is proper for me to speak 
strictly to the personnel problem which I placed before the chairman 
rather than the overall, which I think is more appropriate for the 
Secretary to speak to. 

Senator Ropertson. You are speaking about a restoration of $18 
million. 

Admiral Hottoway. Just for “Military personnel, Navy’’; that is 
lor 3 items I am going to cover before you this morning. 

Senator Ropertrson. You would rather stick to that. 

Admiral Hottoway. I think it would be more appropriate for me 
to stick to that, sir, my immediate responsibility, with which I am 
thoroughly familiar. 

May I add this, Mr. Chairman, that I feel this is the very time to 
consolidate our gains. Our reenlistment rates are going up slowly 
but surely. Our experience levels are gradually improving. The 
proof of the pudding is in the eating, and you saw the fleet Wednesday. 
With what we are getting this year, which has been carefully 
screened—we have just screened everything out of it as honestly as 
we can—we think we can keep this pendulum of quality swinging up. 
_ That is the reason that in ‘‘Military personnel, Navy,” although it 
isa small amount, I respectfully request that it be restored. 

Senator Cuavez. This cut of $18 million would affect personnel? 

Admiral Hottoway. That is correct. 

_ Senator Cuavez. What effect would that reduction have on carry- 
ing out the program as you would like to have it? 
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Admiral Hotuoway. Sir, the reduction would represent, for ex. 
ample, a substantial segment of something like the 6th Fleet. 

Senator Cuavez. It appears to me from what I saw the day before 

yesterday that if you want to keep those ships in action or ready for 
action and you do not know when you micht need them that you 
would have to have adequate personnel. 

Admiral Hottoway. That is correct, sir. That is the key to 
successful Navy operations. ; 

Senator CHAavez. No use having a ship if you cannot man it. 

Admiral Hottoway. That is correct. 

Senator Cuavez. That is my own personal opinion. 

Admiral Hottoway. That is mine, too. 

Senator Rospertson. That is true, but they will have 5,000 men 
that will be transferred off of the Wisconsin and Iowa to someplace 
else. Will you have some other place for them? 

Admiral Hottoway. Yes, sir. As requirements change, that is one 
of the reasons that we are putting those ships out, to move those men 
into areas of greater significance and greater importance, as the inter- 
national situation changes. 

Senator Rosertson. Then, Admiral, we understand your testimony 
is that if you are to maintain in the next fiscal year the end strength 
which the budget contemplates for you and which vou think is neces- 
sary for our national security, you will very definitely need $18 million 
more than the House allowed in this particular item. 

Admiral Hottoway. That is correct, sir. 

Senator Rosperrson. That is all, Mr. Chairman. 

Senator SALTonsTALL. Mr. Chairman, just one question. I hesi- 
tate to ask any questions of Admiral Holloway because he has just 
been addressing the oldest military outfit in the United States, the 
ancient and honorable Artillery of Massachusetts. I know that he has 
derived inspiration from them that will make it difficult for me to 
break it down here. 

Senator Ropertson. May I add there we had evidence of the ship- 
building skill of the Commonwealth of Massachusetts when our dis- 
tinguished colleague said, as we were going on to the Northampton, 
‘Yes, there is the Canberra over there; yes, there is the Boston over 
there; all built at Quincy.” 

Senator SALTONSTALL. Mr. Chairman, my attention was called to 
the Saratoga and the Forrestal and some of those huge air carriers 
where all the money is, which were built in Newport News. 

Senator Ropertson. We do not feel we have been slighted. 

Senator SatronsTaLL. I do not think Mr. Chairman, this will help 
the record. 

Admiral, the Army estimated on their personnel—I cannot remem- 
ber the exact figure that would be taken out—but there would be 

73,000 people that would be left abroad over their terms, unless the 
ealiatint personnel amount were put back. 


TOURS OF 





DUTY 


You have answered the questions of these gentlemen of the number 
of people taken out of the Navy. You emphasized promotions that 
would be handicapped. What about the tours of duty and moving 
the Navy around? Would that be affected? 
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Admiral Hottoway. No, Senator Saltonstall, because our people 
are deployed overseas in strict accordance with when their expiration 
of enlistments occur. So that that is under control. 

Senator SALronstaLu. That would not be affected by this $18 
million? 

Admiral HoLttoway. No, sir. 

Senator SALTONSTALL. You emphasize the loss of men. 

Admiral Hottoway. The loss of men and the loss of promotion. 

Senator Cuavez. And the promotion is what keeps up the morale. 

Admiral Hottoway. Definitely, Mr. Chairman. The promotion 
with the strict standard we maintain to attain promotion does more 
to make the men study and prepare themselves to be more responsible 
than any other measure that I administer. 

Senator SaLTonsTALL. Thank you, Mr. Chairman. 

Senator Cuavez. Senator Thye, would you care to ask any ques- 
tions? 

Senator Taye. Mr. Chairman, I regret that I just was able to enter 
the committee room. Therefore, I am just in the midst of reading 
this statement. So I will pass. 

Senator Cuavez. The Admiral has just discussed the matter of per- 
sonnel in the Navy. 

Senator Ropertson. I would like to ask the Admiral just one 
question. 

DRAFTING MEN FOR NAVAL SERVICE 


Do you have any 2-year men drafted for Naval service? 

Admiral Hottoway. I did not take any from Selective Service last 
year. The year before I did, sir. I am not taking any now because 
all of our men are enlisted voluntarily for 4 years and with a very high 
order of quality. 

Senator Ropertson. The reason I ask, last Wednesday there was a 
very competent and attractive chief petty officer who was in charge 
of one of the 5-inch gun turrets on the Northampton. I was asking 
him about how many men he had and how long they took to train 
them. He said that as a rule it took 2 years before a man was any 
good to them on that ship. If you took a 2-year draftee it is an 
expensive proposition for you. 

Admiral Hottoway. That is right. That is why we like a 4-year 
enlistment. Whenever we can we use a 4- or a 6-year enlistment. 

Senator Cuavez. Unless they had some incentive at the end of 
4 years they probably would quit and go elsewhere with their knowl- 
edge. 

Admiral HoLttoway. That is correct. 


PERCENTAGE RATE OF REENLISTMENTS 


Senator Toye. Mr. Chairman, a question occurs to me now. The 
information may not be available. What percentage of reenlistments 
do you now have? 

Admiral Hottoway. Our first, what we call first cruise reenlist- 
ments, which are at the completion of the first 4 years, are the best at 
this time that they have been since Korea 

Senator Torr. You do not have the percentage? 

Admiral Hottoway. Yes; 17 percent recently. 
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Senator Toys. Reenlistment? 

Admiral Hottoway. Reenlistment of men who are finishing their 
first 4 years. For the overall, men who are finishing their first 4, plus 
those finishing subsequent enlistments, it is running around 45 percent 
reenlistment. 

Senator Ture. But your 17 percent on the first reenlistment is the 
most desired and what you would like to step up because that includes 
your young men. They are down in the lesser ranks, and they are the 
workers and the most desired reenlistments of all. 


EQUITY IN FLEET RESERVE STIPEND 


Admiral Hottuway. Senator, we know that the men who haye 
done 8 years are going to reenlist because their equity in the Fleet 
Reserve stipend is great. We must work for a minimum of 25 percent 
first-cruise reenlistments, so we can have 45 percent of our people in 
the Navy in a career category with a strong veteran connotation, 

Senator Tuysr. In your opinion, what is the reason for this increased 
percentage in reenlistment? 


MEDICAL CARE OF DEPENDENTS 


Admiral Hotitoway. I think various measures, Senator, that the 
Congress has passed. We had a pay bill several years ago, we had 
medical dependent care. Above everything else, sir, it is what I call 
command attention. The senior commander and every echelon 
downward have an interest in the men and letting the people know 
that their welfare is cherished. 

Senator Ture. Better public relations in the service from the top 
down? 

Admiral Hotitoway. Yes, sir. 


NAVY GENERAL EXPENSES 


Admiral Hotioway. I shall proceed with Navy personnel, general 
expenses in which the House cut us $2 million from $89 million and we 
are respectfully requesting a reclama of about a million and a half. 

Here again, sir, that appears as a very small amount, but I must 
emphasize as before that we have strained this appropriation right 
down to the bone and this one on general expenses is very closely tied 
in with the basic training area for which I am responsible. 

I am carrying forward training in nuclear propulsion and guided 
missiles, which is expensive training. It requires facilities. At the 
same time, the transition is not complete, and there is a certain amount 
of conventional weapons training necessary at the same time, so we 
are really going through a very critical period. I would respectfully 
recommend to the committee the restoration of about a million and 
a half. 

Senator CHavez. Out of the total of 2 million. 

Admiral Hotitoway. Yes, sir. 

Senator Cuavez. What was the total figure allowed by the House 
for this item? 
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RESTORATION REQUEST 


Admiral Hottoway. The original request was $89 million and the 
House allow ed us $87 million. It is not such a large appropriation 
but it is an exceedingly important one. 

Senator Cuavez. You would reclaim a million and a half, cutting 
it by 25 percent. 

Admiral Hottoway. Yes, sir. 

Senator CHavez. Do you have any questions, Senator Thye? 

Senator Ture. No, sir. 

Senator CuHavez. Senator Saltonstall? 

Senator SarronstaALu. No, sir: I have no questions. 

Senator CuHavez. Do you have some questions, Senator Robertson? 

Senator Roperrson. Yes, sir. 


AVAILABILITY OF FUNDS FOR TRANSFER 


General Moore, does the Navy have any previously appropriated 
but unobligated fund from which it could draw $18 million in fiscal 
1958 for military personnel? 

General Moore. I think there is no unexpended balance fund that 
could be transferred to the Navy pay appropriation account for 1958 
without specific provision in the bill itself. 

Senator Rosertson. In other words, you either put it in this item 
or any other item, if you want them to have that stre ngth. 

General Moore. From time to time, the practice is beginning to 
arise. There have been few occasions where an unexpended balance 
at the end of 1 fiscal year in 1 appropriation is ceereropeeee for the 
same purpose by making it available for an additional yea 

Senator SarronstaLL. What you are saying is that this annual 
appropriation and there is no unobligated balance attached to it and 
unless we reappropriate to some other account for this purpose from 
unexpended balance there we have to get a new appropriation. 

General Moors. One way or another. 

Senator Ropertson. You will recall that the very able chairman 
of the subcommittee on the House side said that he was definitely of 
the opinion that there were ample funds previously appropriated and 
unobligated to meet all of the armed services’ needs, and his recom- 

mendation was taken by the House without a change. It is quite 
important for us to know whether, if we want the Navy to have a 
certain strength in fiscal 1958, we have to appropriate $18 million or not. 

Senator CHavez. Or get it from some other funds? 

Senator Ropertson. That is right, but to have it clear in our minds 
we either have to provide $18 million or they have to make a cut in 
personnel. Is that the situation, General Moore. 

General Moore. Yes. 
















1200 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


MARINE Corps 


STATEMENTS OF MAJ. GEN. ROBERT E. HOGABOOM, USMO, 
DEPUTY CHIEF OF STAFF (PLANS), AND BRIG. GEN. F. L. WIESE. 
MAN, FISCAL DIRECTOR, USMC 





MILITARY PERSONNEL, MARINE Corps 


Program and financing 





| 1956 actual | 1957 estimate | 1958 estimate 





| 


PROGRAM BY ACTIVITIES 
| | 
. Pay and allowances F | $508, 402, 699 | $529, 146,000 | $525, 448, 000 


l 

2. Individual clothing - - si shee ___| 19,322,301 | 21, 540, 000 19, 245, 000 
3. Subsistence in kind 4 42,657,660 | 50, 231,000 48, 917, 000 
4. Movements, permanent change of station -- ee -| 26,456,326 | 32,338, 000 | 32, 147, 000 
5. Other costs ‘ . a 588, 840 | 718, 000 8, 843, 000 





Total obligations 





597, 427, 826 | 633, 973,000 | 634, 600, 000 
FINANCING 


Unobligated balance no longer available (expiring for obliga- | 
| ee ; j rei S 52, 816,174 | 13, 127, 000 
Appropriation (adjusted) - - weed dediddda ote 650, 244, 000 
















647, 100, 000 634, 600, 000 












RESERVE PERSONNEL, MARINE Corps 


Program and financing 


















1956 actual | 1957 estimate | 1958 esti nate 

















} 







PROGRAM BY ACTIVITIES 






1. Reserve personnel es L< | $15,988,810 | $20, 634, 000 $22, 189, 000 
2. Reserve officer candidates boi | 640, 151 | 1, 166, 000 1, 311, 000 
Total obligations _ - -_- _— 16, 628, 961 21, 800, 000 | 23, 500, 000 





FINANCING 





—* . ' 
Unobligated balance no longer available (expiring for obli- 
gation)-_--..- : 3, 977, 039 5, 000, 000 | 








Appropriation _ - ‘ 4 a — 20, 606, 000 








26, 800, 000 | 23, 500, 000 
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MARINE Corps PROCUREMENT 


Program and financing 


IC 


| | 
SE. | Actual, 1956 | Estimate, | 
1957 


PROGRAM BY ACTIVITIES 


| 
Direct obligations: | 
$70, 450, 000 





| 
1. Ammunition and guided missiles | $152, 341, 582 | 
2, Weapons and ordnance equipment | 31,169,446 | 48, 150, 000 
—— 3. Electronics and communications equipment | 13, 310, 527 | 46, 350, 000 
, 4. Support vehicles } 6, 984, 246 10. 100, 000 | 
late 5. Railroad, engineer, and materials handling equipment 4, 701, 243 | 15, 000, 000 
—~ 6. Items for test | 13,580,710 | 24, 100, 000 
Total direct obligations | 222, 087,754 | 214, 150, 000 
Oo Reimbursable obligations 
Oo ) 1. Ammunition and guided missiles 6, 655, 694 5, 000, 000 
= 2. Weapons and ordnance equipment | 1, 556, 067 2, 5C0, 000 
000 3. Electronics and communication equipment 1, 083, 760 650, 000 
: 4. Support vehicles 496, 059 | 1, 600, 000 
000 5. Railroad, engineer, and materials handling equipment | 125, 396 | 1, 700, 000 
6. Items for test | 792 
Total reimbursable obligations 9,917,768 | 10,850,000 | 
. | _| 
Total obligations | 232,005, 522 | 225, 000, 000 | 
| | 
00 FINANCING | 
— Unobligated balance brought forward | — 256, 366, 135 | —314, 101, 800 | 
Unobligated balance (anticipated reimbursements to be earned | | 
from military assistance fund reservations) transferred | | 
from | 


‘Marine Corps troops and facilities”’ 
“Shipbuilding and conversion, Navy’ 
‘, Advances and reimbursements from other accounts: 
Deliveries of material common to United States require- 
e ments ordered by military assistance in current year 
ae ee tea she egheicneianl aad 
Anticipated reimbursements for future year deliveries of mate- 
rial common to United States requirements ordered by | | 
military assistance in current year -- -- —2, 109,220 | —7, 761,000 | 
Unobligated balance carried forward ; 314, 101,800 | 262, 696, 829 


—947, 152 | 
—82, 335 | 


— 159, 564 


| 
—640, 000 | 
— 164, 542 | 
| 


2, 717, 597 | 
0 
) 





Appropriation. __- ...| 290,190,000 | 164, 000, 000 | 








1201 


Estimate, 
1958 


$105, 700, 000 
29, 400, 000 
43, 300, 000 

7, 400, 000 
15, 200, 000 
14, 000, 000 


215, 000, 000 


2. 500, 000 
2, 500, 000 
1, 000, 000 
1, 000, 000 


7, 000, 000 
222, 000, 000 


— 262, 696, 829 


~ 140, 696, 829 





100, 000, 000 
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Marine Corps Troops AND FAcILITIES 





Program and financing 

















1956 actual 1957 estimate 1958 estimate 
| 


PROGRAM BY ACTIVITIES 


Direct obligations: 


ee a $107, 098,000 | $129, 345, 000 
a ee ak suloanecren 34, 533,464 | 34, 610, 000 | 40, 658, 000 


. Transportation of things , 708, 414 | 8, 124, 000 | 8, 571, 000 
. Marine Corps reserve training 





~I 







crm Cob 


SIE cx en ee 4, 036, 847 4, 410, 000 | 4, 550, 000 
. Cataloging... ____ Sere REESE 1,614, 014 1, 812, 000 | 1, 618,000 
6. Departmental administration. ___......_____- 7,794, 515 | 7, 766, 000 8, 448, 000 





Total direct obligations...........-....-.---- 162, 960,017 | 163, 820, 000 184, 209, 000 


Obligations payable out of reimbursements from other ac- 














counts: | 
1. Training and operations___.___- beaten ee | 4,324,566 | 12,398,326 8, 752, 000 
2. Depot supply system__....________- ; | 2, 100, 000 | 2, 069, 000 2, 079, 000 
3. Transportation of things a 59 ; as 
4. Marine Corps reserve training : : eR ee 1, 326 18, 000 18, 000 
5. Departmental administration cacmediairaotae oh FOE lewnnskon - : 





Total obligations payable out of reimbursements | } 
from other accounts______-- =f _...-| 6, 430, 682 14, 485, 326 10, 849, 000 


Total obligations 











169, 390,699 | 178,395,326 | 195, 049, 000 





FINANCING 





Inobligate1 balance brought forward (69 Stat. 438) _- ; 
Jnoblizated balance transferred to ‘‘ Marine Corps Procure- 
ment”’ (anticipated reimbursements to be earned from mili- 
tarv assistance fund reservations) ee ice | 947, 152 
Jnoblizate? balance transferred from “Shipbuilding and con- | 
version, Navy” (anticipated reimbursements to be earned | | 
from military assistance fund reservations) | —6, 886, 492 
Advances and reitnbursenents from other accounts —5, 421, 126 —6, 722, 772 | — 6, 849, 000 
Deliveries of materiel conmon to United States requirements | 
orlerei by military assistance in current vear ; — 387, 000 
Anticivate1 reimbursenents for future years’ deliveries of ma- | | 
teriel common to United States requirements ordered by 





—3, 818, 274 —7, 709, 706 , 795, 000 


— 







— 










military assistance in current year_- — 290, 780 —5, 408, 000 art 
Unoblizate1 balance carried forward (69 Stat. 438) _ _- 7, 709, 706 4, 795, 000 795, 000 
Unobligated balance no longer available (expiring for obliga- | 
tion) : : 20,921,267 | 8, 000, c00 | 
Appropriation. __- oe | 181,605,000 | 171, 820, 000 184, 200, 000 



























GENERAL STATEMENT 


General Hocasoom. I am Maj. Gen. R. E. Hogaboom, Deputy 
Chief of Staff for Plans, Headquarters, United States Marine Corps. 
In the Commandant’s absence, he has requested that I appear here 
today with other members of the Headquarters staff to present those 
details of the fiscal year 1958 budget estimates that the committee 
may desire. 

In the Commandant’s previous statement before you, he outlined 
the Marine Corps plans and programs for fiscal year 1958. After 
deliberate analysis of the reductions proposed by the House of Repre- 
sentatives and after acceding to certain of them, the estimate of 
funds required to accomplish those plans and programs are as follows: 


MILITARY PERSONNEL, MARINE CORPS 





Military personnel, Marine Corps, $634,600,000: These funds are 
needed to provide the pay and allowances for a Marine Corps of 
200,000 officers and men throughout fiscal year 1958. 
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Senator CHAavez. You would require that restoration for Marine 
Corps personnel? 
General Hocasoom. Yes, sir. 


RESERVE PERSONNEL, MARINE CORPS 


Reserve personnel, Marine Corps, $23,200,000: This amount is the 
bare minimum necessary to support a Reserve which will be capable 
of backing up our regular forces in the event of mobilization. ‘The 
House of Representatives has recommended a reduction of $300,000 
for this appropriation. Were we to conform to the pattern of prior 
years, program slippages would compensate for this reduction. For 
fiscal year 1958 we anticipate a response which will require a down- 
ward adjustment to offset the reduction of $300,000. However, in 
view of the relatively small difference, no reclama will be made. 


MARINE CORPS PROCUREMENT 


Marine Corps Procurement, $20 million: The funds originally re- 
quested in this appropriation were intended to support the procure- 
ment of modern equipment which would be delivered in fiscal year 
1959 and fiscal year 1960. The Commandant has decided not to re- 
clama the reduction in new obligational authority made, in view of the 
feasibility of financing fiscal year 1958 procurement by funding read- 
justments. But we must, in ‘all conscience, advise you that, as a con- 
sequence, our requests in fiscal year 1959 and future years will be cor- 
respondingly larger. 


MARINE CORPS TROOPS AND FACILITIES 


Marine Corps troops and facilities, $182,900,000: This will provide 
only those funds essential to support the housekeeping and the opera- 
tions and training requirements of the Marine Corps. 

The total of the requests mentioned is $860,700,000 as compared to 
$1,009,720,000 appropriated for fiscal year 1957, a decrease of 
$149,020,000. 

Senator CHAavez. Marine Corps troops and facilities are minus 
$182,900,000. 

What does that mean? 

General Hoagasoom. That means that we have a total $149,020,000 
less than we had in last year’s request. That is the difference in the 
two requests. 

RESTORATION REQUEST 


We are submitting a reclama for full restoration of the reduction 
proposed by the House of Representatives in military personnel, 
Marine Corps and for partial restoration in Marine Corps troops and 
facilities. In the Commandant’s appearance before this committee 
earlier, he indicated his reasons for this. At your pleasure, I would 
like the fiscal director of the Marine C orps, Brig. Gen. F. L. Wiese- 
man, to present you additional justification for these reclamas. We 
will gladly provide any detailed information the committee desires. 

General Wirseman. [| intend to limit my remarks to those appro- 
priations in which the Marine Corps desires to request full or partial 
restoration of the reduction passed by the House of Representatives. 
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MILITARY 





PERSONNEL, MARINE 





CORPS 


We are requesting that the $4.6 million reduction be restored to 
this appropriation. Failure to receive the $634,600,000 originally 
requested will cause the end fiscal year 1958 strength of the Marine 
Corps to be reduced by about 3,000. 

Other methods of absorbing this reduction within this appropriation 
have been fully explored. Most areas are not susceptible to reduction 
in that they are legal requirements and flow directly from the personnel 
strength. For example, Marines must be paid, fed and clothed— 
these requirements must be fulfilled. 

In line with the desires of Congress, Marine Corps travel require- 
ments have been reduced to essential moves only. Numbers of per- 
sonnel traveling have actually decreased but, because the costs of 
individual moves have increased, the total of the funds required is 
greater. The great majority of travel is mandatory because of the 
constantly changing population. It is necessary to recruit and after 
training deploy replacements to fill vacancies caused by expiration of 
enlistments, expiration of terms of obligated service and to rotate 
people from worldwide deployment. Hence no significant [part of the 
reduction proposed can be absorbed here. 

An artificial halt to the normal promotion flow of qualified personnel 
would be penny wise and pound foolish. Failure to promote qualified 
personnel leads to one immediate result, a decrease in reenlistments. 
This, in turn, ultimately leads to increased costs and decreased com- 
bat readiness. The retention of career personnel is already a serious 
problem. This approach could only further aggrivate it. 

Therefore, the only possible solution is to plan to reduce our end 
military strength by about 3,000. This is a reduction that can only 
weaken our operating forces to an unacceptable degree and decrease 
our combat readiness and effectiveness. 


MARINE 





CORPS TROOPS AND FACILITIES 





In this appropriation we are requesting restoration of $4.9 million 
of the House reduction of $6.2 million. Thus our budget request’is 
now $182,900,000 or $1.3 million below the original submission of 
$184,200,000. This reduced requirement from our original budget 
estimate is attributable to two factors: (1) $826,000 relates to a reduc- 
tion in the provisioning factor for furniture and fixtures for Capehart 
housing from 100 to 70 percent; (2) $474,000 is due to the anticipated 
reduction in civilian personnel strength at Headquarters, Marine 
Corps. 

The request as it now stands is $11 million over the amount appro- 
priated for fiscal year 1957 and approximately $19 million above the 
estimated obligations for fiscal year 1957. Although it would appear 
that we are increasing our programs, this is not a true picture. Costs 
generated from requirements which the Marine Corps does not 
entirely control and which will have their effect in fiscal year 1958 
total $14 million. 

Further, the Marine Corps has new requirements in fiscal year 
1958 which are essential if we are to maintain our present capability. 
These total $4 million and will support the cost of equipments for 
newly activated units, price increases, and camp equipment for 
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Okinawa camps. I[n addition to these costs, we now know of a need 
of approximately $1.5 million for increases in civilian wages in fiscal 
year 1958 which were not included in the budget request. These 
must be absorbed and will decrease the amount available for planned 
programs. From this discussion it can be seen that even with the 
restoration of $4.9 million our programs for fiscal year 1958 are 
actually lower than for fiscal vear 1957. 

This is the third straight year that a reduction is being imposed 
for this appropriation in the name of efficiency and economy. In 
fiscal year 1956 $3 million was deleted. In fiscal year 1957, $4 million 
and an additional $8 million was withheld by the Bureau of the 
Budget for the same reason. The latter was considered in our 
computation of the base figure for fiscal year 1958. 


CUMULATIVE EFFECT OF REDUCTIONS 


With a reduction of $6.2 million proposed this year of which $1.3 
million the Marine Corps will not reclama, the cumulative effect of 
these annual reductions can only result in the curtailment of our 
essential programs with the following adverse effects on our operations 
a certainty: 

(a) The repair program of vital equipment for replacement will be 
reduced. 

(6) The scope of training will diminish because of reduced avail- 
ability of gasoline, oil and spare parts. 

(c) The testing of items which are bevond the development stage 
of research and development will be limited. 

(d) The planned integration of new weapons such as missiles will 
be limited. 

(e) Maintenance of our real property must be deferred. 

(f) The capability of our supply system to support our combat 
forces will be impaired through reductions in civilian personnel. 


FURNISHINGS AND FIXTURES 


Further, the best information available to the Marine Corps indi- 
cates that in contrast to a slippage in the availability of Capehart and 
Wherry housing in fiscal year 1958 we will, in fact, have more units 
available than were considered in preparation of the budget. Unless 
furniture is available for these quarters which are to be operated as. 
public housing they will remain idle with a consequent loss of revenue 
to the Government. Our reclama does take into consideration a re- 
duction in the provisioning factor for furnishings and fixtures from 
100 percent to 70 percent. 

In conclusion, let me say the Marine Corps has always been economy 
conscious and in recent years we have given it ever-increasing em- 
phasis. You may be sure we will continue to do so. This request for 
$182,900,000 is all necessary if the Marine Corps is to continue to 
provide combat forces fully trained and ready for immediate employ- 
ment. 

BUDGETARY ASSUMPTION 


Senator Cuavez. On page 8 of the justification, you indicate in pre- 
paring your procurement, you indicate an assumption for 1958. 

We all hope your assumption is correct. But suppose it happened 
all of a sudden. 
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General Hocasoom. Then we would have to request additional 
funds as our expenditures, the cost of transportation, the cost of get. 
ting the troops into action, and all of those additional costs come into 
being. 
Senator Cuavez. Should you not be ready for an emergency? 
General Hocasoom. It is not a question of readiness. We provide 
for no combat losses and no combat expenditures during that year, 
Senator Cuavez. But you will be ready. 
General Hocasoom. Yes, sir; there is no question about that. 
Senator Cuavez. This committee wants to be sure of that. 


TOTAL MILITARY STRENGTH 


Senator SaLronsTauu. General, with regard to the $4.6 million that 
the House cut in military personnel that you are asking back—per- 
haps this is a reiteration of what General Pate said— -you will have on 
July 1, how many people? 

General Hocasoom. We will have 200,000. 
Senator SatronsTaLL. And an end strength of how many? 
General Hocasoom. 200,000. 







CUT IN FUNDS FOR PAY AND PROMOTION 


Senator SALTONSTALL. You estimate on pay and promotions that 
you expect that you will need that $4.6 million to pay those men. 

General Hocasoom. To maintain the level. 

Senator SatronsTaLL. Why did the House feel it was not necessary? 
I do not know that I have that report before me. What is their 
explanation? 

General Hocgasoom. I think their explanation is related to similar 
averages in programs of the previous year. 

General WieseMaNn. They mentioned a couple of other factors, one 
of which was the utilization of some personnel in the post exchange. 
These being military personnel, of course, unless we reduced our aver- 
age man-years, we would still have to pay them. Their reasoning in 
that respect was not correct. 

Senator SALTONSTALL. You say that they say that future improve- 
ment in the curtailment of movement in permanent changes of stations 
is in order and it is just a blanket cut. It is not a figured out cut; 
is that correct? 

General WieseMan. That is correct. 


SLIPPAGES IN 








PROGRAM 





It was applied generally. One of the questions they raised was in 
regard. to the slippages in the program and the fact that each year 
there has been a history of unobligated balances at the end of the year. 
They felt that we would generate some unobligated balances during 
1958 and that there would be sufficient money from that source to 
absorb these cuts. 


EFFECT OF CUT 





Senator SaALronsTaLL. Your argument is if this cut stands you will 
have to reduce your force by about 3 ,000 marines. 

General WirsEMAN. Yes, sir, because we cannot shoot at the higher 
program with a lesser amount of funding available. 
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MARINE CORPS TROOPS AND FACILITIES 


Senator SALToNSTALL. On the other question you are asking for 
$4,900,000 in “‘ Marine Corps troops and facilities.” Could you give 
us a very brief breakdown of that? Why do you need that? 

General WiesemMan. The House reduced our request by $6,200,000 
and we are asking for $4,900,000 back, $474,000 of that which we are 
not asking for is related to the reduction in strength of civilian per- 
sonnel in the headquarters. 

Senator SALTONSALL. Why do you need that money? 

General W1EsEMAN. Because our 1958 programs, as they stand 
after the adjustments over which we have no control have been made, 
are already lower than our 1957 programs. 

Senator Toye. Mr. Chairman, would you permit further explana- 
tion of the adjustments over which you have no control? 


EXPLANATION IN STOCK-FUND OPERATIONS 


General WieseMAN. We have expanded our stock-fund operations 
this year, so that our sales next year will be about $8 million higher 
than they were in 1957. This means that we have to have the money 
in “Troops and facilities’’ available to the troop commanders to buy 
out these items. 

In prior years, these items were furnished without charge, but they 
were paid for out of another appropriation, ‘‘Marine Corps procure- 
ment.”” While it is not costing the Government any more from the 
bookkeeping angle, we require funding in this appropriation to offset 
it. 

In addition to that, we have price increases in stock-fund items to 
about $1,200,000. We have civil-service retirement of about 
$4,100,000 that we have to pay in 1958 that we did not have to pay 
in 1957. P 

Senator Turn. What is the stock to which you had reference when 
you said a stock fund? 

General WirseMaN. They are largely high-turnover items such as 
soaps, fuel, and spare parts for motor vehicles and other equipment. 

Senator Tuyr. Just the normal, necessary, housekeeping items to 
run your equipment and keep it in repair, and the necessary replace- 
ments within the barracks for the normal life of the men. 

General WinseMAN. Within the barracks and within the Fleet 
Marine Forces, the replacement of bayonets, mess gear, and web 
equipment. 

Senator SALTONSTALL. I think we have covered, as well as we can, 
the two items the Marines have been requesting. 


AIRCRAFT PROCUREMENT AND FACILITIES 


STATEMENTS OF REAR ADM. J. S. RUSSELL, USN, CHIEF, BUREAU 
OF AERONAUTICS, AND CAPT. W. E. GENTNER, JR., USN, DI- 
RECTOR, AVIATION PLANS DIVISION, OFFICE OF THE DEPUTY 
CHIEF OF NAVAL OPERATIONS (AIR) 


AIRCRAFT AND RELATED PROCUREMENT 


Senator CuHavez. The next item is “Aircraft and related procure- 
ment.” 
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Admiral Brarpstrey. That is right. 
$1,932 million. 
$120 million. 





The budget 
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_budg estimate js 
The House allowed $1,812 million, a reduction of 


Mr. Chairman, these two appropriations that support the aviation 


elements of the Navy are as follows: 


‘Aircraft and related procurement, $1,932 million.” 


reduced that amount by $120 million. 
toration of $119,224,000. 


=< 






AIRCRAFT AND FACILITIES 


In the other appropriation of 
budget request is $878 million. 


$24,500,000. The Navy is asking that $21,779 


The House 


The Navy is requesting res- 


‘Aircraft and facilities,’ the Navy 
The eee. made a reduction of 


,000 be restored. 


C aptain Gentner, from the Office of the Chief of Naval Operations, 
is here, and Admiral Russell, Chief of the Bureau of Aeronautics, will 


speak on behalf of these two appropriations. 
a brief statement. 


Program and financing 


1956 actual 







PROGRAM BY ACTIVITIES 


Direct obligations: 


1. Aircraft and related equipment. -- $2, 013, 107, 688 |$1, 611, 4441, 500 
2. Missiles, drones, and related ree... 118, 293, 310 233, 908, 500 
3. Training equipment. - - 7, 308, 913 25, 000, 000 
4. Aircraft modernization - ; 23, 650, 888 | 93, 000, 000 
5. Ground electronic and detection ec juipment 26, 309, 130 31, 650, 000 


Total direct obligations -_ 


2, 188, 669, 929 


‘1, 008, 


Reimbursable obligations: 
1. Aircraft and related equipment_ 


51, 134, 426 45, 558, 500 

2. Missiles, drones, and related equipment. 42, 210 | 1, 091, 500 

3. Ground electronic and detection equipment 180, 800 3, 350, 000 
Total reimbursable obligations 51, 357, 436 50, 000, 000 


Total obligations 2, 240, 027, 365 







FINANCING 


Unobligated balance brought forward- 
Unobligated balance (anticipated re imbursements to 
be earned from military assistance fund reservations) 
transferred to: 
**Navy personnel, general expenses”’ 


—3, 272, 106, 2 — 2, 022, 23 





1, 912, 310 
‘Aircraft and facilities, Navy”’ 1, 298, 068 | 
“Shipbuilding and conversion, Navy” 104, 027 
“Ordnance and facilities, Navy’’_- 1, 100 
“Servicewide supply and finance, Navy”’ 158, 043 
““Navy stock fund”’ 128, 957 . 
Unobligated balance transferred from “Shipbuilding 
and conversion, Navy’’ (anticipated reimbursements 
to be earned from military assistance fund reserva- 
tion) _- —75, 414 
Advances and reimbursements from other accounts: 
Deliveries of materiel common to United States re- 
quirements ordered by military assistance in cur- 
rent year_- a —725, 195 | _- 
Allother. —35, 837, 879 —5, 924, 631 | 
Anticipated reimbursements for future year deliveries 
of materiel common to United States requirements 
ordered by military assistance in current year- —46, 207,000 | —35, 469, 805 
Unobligated balance carried forward__- 2, 022, 228, 775 1, 752, 323, 820 
IO isis a 6 i oR ee ee ee 905, 602, 000 1, 732, 800, 000 


Reappropriation 





6, 105, 477 





AIRCRAFT AND RELATED PROCUREMENT, NAvy 


000, 000 


5, 000, 000 | 


Captain Gentner has 


1958 estimate 








$1, 656, 899, 000 
236, 817, 000 

16, 644, 000 

94, 640, 000 

24, 000, 000 


2, 029, 000, 000 





41, 195, 000 


41, 195, 000 





“2, 070, 195, 000 





5 | —1, 752, 323, 820 


—5, 000, 000 


“1, 619, 128, 820 


£ 932, 000, 000 
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PROGRAM BY ACTIVITIES 


Direct obligations: 
. Flight operations, Regular Navy 

Flight operations, Naval Reserve. - 
Aircraft overhaul 


_ 


. Station operations, Naval Reserve -.- --__- 


Alteration and replacement of facilities. ___ ee 


2. 
3. 
4. Station operations, Regular Navy_- 
5 
6. 
7 


y Supporting equipment, materiel and services 


; 


Total direct obligations. - --_- - 


Reimbursable obligations: 
1. Flight operations, Regular Navy 
. Flight operations, Naval Reserve 
. Aircraft overhaul 


. Station operations, ‘Regular Navy. 


Departmental administration -._.........-..-- 


. Alteration and replacement of facilities 
Supporting equipment, materiel and services 


2 
3 
4 
5. Station operations, Naval Reserve 
6. 
8. 


Departmental administration - 


Total reimbursable obligations- 


Total obligations 
FINANCING 
Unobligated balance transferred from 

related procurement, Navy’ 


reservations) 


Advances and reimbursements from— 


Other accounts 
Non-Federal sources (10 U. 
and 5 U. 8. C. 61b)__- 


Unobligated balance brought forward (69 Stat. 438) 
“Aircraft and 
* (anticipated reimburse- 
ments to be earned from military assistance fund 


S. C. 1269, 63 Stat. 576, 


Unobligated balance no longer available 


Appropriation (adjusted) _ - 


Captain GENTNER. 


the navel aviation program reflected 
designed to maintain the strength and improve the quality of our 
I will divide my discussion into two parts to 
provide a clear picture of these forces and to show how the budget 
I should like first to describe the major 


nevel aviation forces. 


request relates to them. 


NAVAL 


} 








































—35, 182, 549 


806, 132, 600 | 


—1, 298, 068 | 


—522, 000 | 
17, 606, 334 | 


1956 actual 1957 estimate 1958 estimate 
j 
$197, 881, 357 $198, 272, 000 $202, 768, 000 
19, 932, 038 20, 020, 000 21, 070, 000 it 
217, 917, 439 219, 342, 000 238, 008, 000 } 
177, 439, 010 197, 516, 000 213, 650, 000 i! 
13, 602, 220 14, 961, 000 16, 000, 000 i 
40, 447, 567 59, 206, 000 66, 646, 000 
113, 597, 234 92, 994, 000 110, 510, 000 
7, 708, 801 8, 461, 000 9, 348, 000 
788, 525, 666 810, 772, 000 878, 000, 000 
14, 369, 000 13, 024, 000 17, 525, 000 
1, 587, 617 1, 134, 000 1, 400, 000 
14, 319, 000 9, 342, 000 10, 573, 000 
4, 725, 000 8, 362, 000 6, 554, 000 
800, 000 1, 023, 000 623, 000 
200, 000 2, 313, 000 2, 923, 000 
3, 000, 000 1, 400, 000 1, 400, 000 
2 000 2, 000 2, 000 
"39, 002, 617 7 36, 600, 000 41, 000, 000 
~~ 87, 528,283 | 847,372,000 | 919, 000, 000 


— 36, 051, 000 
— 549, 000 


810, 772, 000 | 























—40, 451, 000 






— 549, 000 






878, 000, 000 

















AVIATION PROGRAM 





Mr. Chairman and members of the committee, 
in the budget before you is 


steps in the development of the naval aviation program. 


shall now show the relationship of the two aviation appropriations 
“Aircraft and related procurement, 
to this program. 

The foundation of our navel aviation planning is the requirements 
ane d by the Joint Chiefs of Staff, the Nations 

the Commander in Cc hief, and by you gentle ‘men, the Congress. 
establish the Navy’s mission, the required de :ployme nts ard the broad 
The Department of the Navy determines what combat 
and combat-support elements it must have to meet these requirements 
The naval aviation portion of these forces is determined 


ities, Navy”’ 


force levels. 


effectively. 


by the part it plays as a member of the Navy team. 
ments ere established in 


terms of carrier 


Navy,”’ 


air groups, 


and “Airereft and facil- 
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Its 
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Wings, antisubmarine aircraft squadrons and continental defense 
units. 

Next, within the Office of the Chief of Naval Operations, the clasges 
and the quantities of aircraft for these groups, wings, and squadrons 
are determined. There are four steps in this computation. 

First, we identify the functions. Attack, antisubmarine warfare 
and air early warning are examples of the 9 major and 4 minor functions 
that must be performed. 

Second, we establish the classes of aircraft needed to perform these 
functions. For example, five classes of aircraft are required to perform 
the antisubmarine warfare function—land-based patrol planes, sea- 
based patrol planes, fixed-wing carrier-based planes, rotary wing 
carrier-based planes and lighter- than-air patrol aircraft. Each has 
certain characteristics that make it particularly effective in performing 
its portion of the antisubmarine function. 

The third step is to select the models of aircraft that we will use to 
fill each class. The fixed-wing carrier-based class, for example, is 
filled today with Grumman S82F Trackers and a few older Grumman 
antisubmarine aircraft that are being phased out. It is normal to 
have an older model phasing out of the inventory, a current model 
filling most of the operational billets and a newer model under develop- 
ment and test or just entering the fleet. Because of this, we will 
normally have 55 to 60 models in our inventory. 

The fourth step actually is concurrent with a part of the other three 
steps. This is the computation of the number of aircraft of each class 
that is required to equip and sustain our forces. The number needed 
to equip our operating units varies slightly as better aircraft and 
more efficient operational procedures are developed, but the total has 
remained between 9,700 and 10,000 in recent years. The number of 
aircraft needed to sustain this operating number—those in overhaul 
and in transit—has been substantially reduced by improved manage- 
ment and overhaul techniques. We have brought it down steadily 
from the 3,500 required in 1949 to less than 2,150 in 1958. 

Thus far, gentlemen, I have covered the means by which we deter- 
mine the size of naval aviation forces, the classes and models of air- 
craft with which they must be equipped and the means by which the 
quantity is computed. I will now turn to the relationship between 
these forces and the fiscal year 1958 budget request. 


RELATION TO BUDGET REQUEST 


You will recall that the two aviation appropriations in the budget 
before you reflect the forces we require to carry out our missions. 
The major portion of the large appropriation, “Aircraft and related 
procurement, Navy,” is devoted to the purchase of new aircraft. In 
order to maintain these required forces in a high state of readiness 
and at the same operating level, we must replace our annual losses 
with new aircraft. These losses are due primarily to accidents, age, 
and obsolescence. We have taken all possible steps to reduce losses 
from all three of these causes and the number we plan to procure 
reflects the success we have achieved. We have been able to delay 
obsolescence in some types by the installation of new equipment. 
This program is included in the aircraft-modernization portion of the 
appropriation. We have been able to extend the age of our aircraft 
to a limited degree but the costs associated with any substantial life 
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extension limit the effectiveness of this step. We have been quite 
successful, however, in reducing our losses due to accidents. Our 
emphasis on the safety program has brought our accident rate down 
from five major accidents for each 10,000 hours in fiscal year 1954 to 
3.3 in 1956. During the first half of fiscal year 1957, this rate was 
down to 3.1 accidents per 10,000 flight hours. When this is measured 
against the nearly 4% million hours naval aircraft fly each year, the 
savings are apparent. 

The other portions of the ‘Aircraft and related procurement” appro- 
priation are in consonance with the procurement program. For ex- 
ample, aviation training devices are matched to the new aircraft to 
provide timely pilot and maintenance personnel training in these 
models. 

The second aircraft appropriation is primarily associated with the 
4¥% million flight hours. The costs of fuel, oil, aircraft overhauls, 
engine overhauls and, to a lesser extent, the cost of operating the 
naval air stations from which the aircraft fly are directly related to 
the flying hours. Here again, our program is essentially level but 
rising prices for materials and services have increased the cost. 

In summary, gentlemen, we have studied the missions the Navy 
must perform and weighed the opposition that threatens us. We 
have established our force levels to perform those missions and meet 
that opposition effectively. We have been mindful of the costs of 
supporting such forces and have taken all possible steps to reduce such 
costs without reducing the powerful and effective naval aviation 
forces we have today and need tomorrow. 

Senator Cuavez. Are there any questions? 

Senator SALTONSTALL. First, let me congratulate the Navy on 
making such a brief statement. 

Admiral Brarpstey. The Chief of the Bureau of Aeronautics is 
also here to speak to this in much more detail. 

Admiral Russe.tu. Captain Gentner has spoken for the require- 
ments of the Chief of Naval Operations. If I may, I would like to 
cover our implementation and the possibilities of our procurements 
and our program costs. 

Senator CuHavez. You may proceed, Admiral. 


STATEMENT OF ADMIRAL RussELL 


Admiral Russetu. To carry out the aviation plans and programs 
just described by Captain Gentner, the President submitted appro- 
priation requests to the Congress totaling $2,810 million. This 
amount was composed of $1,932 million under the procurement appro- 
priation ‘‘Aircraft and related procurement, Navy” for the purchase 
of aircraft, guided missiles and related equipment and $878 million 
under the operating appropriation ‘Aircraft and facilities, Navy” for 
the operation and maintenance of aircraft, missiles, and the supporting 
shore facilities and equipment. These estimates were developed care- 
fully and reviewed thoroughly. They reflect our best efforts to get 
the maximum naval air power for the least expenditure of dollars. 


HOUSE REDUCTIONS 


The appropriation bill as passed by the House contains reductions 
of $120 million under the “‘Aircraft and related procurement, Navy” 
appropriation and $24.5 million under the ‘Aircraft and facilities, 
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Navy” appropriation. We are requesting restoration of $141 million 
of the House reduction which is the entire reduction except for $1.5 
million for savings resulting from departmental personnel reductions 
in Washington and $2 million for deferred furnishings procurement 
for Capehart housing units. I will discuss the details of the House 
action, its effects on our program and our reasons for requesting restor- 
ation at the appropriate points during the remainder of my state- 
ment. By so doing, I feel that you will be able to understand more 
fully the problems with which we are now confronted both because 
of the House action and because of other economic factors which are 
having a very real and adverse impact upon our estimates. 


AIRCRAFT PROCUREMENT 


In developing our aircraft program our primary objectives have 
been to equip the forces which were described by Captain Gentner 
with superior weapons during the immediate future and to provide 
test quantities of new models which will be deployed in fleet units 
during the period of 1960 or later. 

The appropriation request as presented in the President’s budget 
together with anticipated savings of $165 million from prior years’ 
programs provided for the procurement of 1,220 aircraft in 1958. The 
House Appropriations Committee recommended that the estimate of 
anticipated recoveries from prior years be increased by $70 million 
and the appropriation reduced correspondingly. The appropriation 
bill as passed by the House includes this $70 million reduction. 

Since preparation of the estimates contained in the President’s 
budget, we have been confronted with steadily rising prices, not only 
in connection with the planned 1958 procurement program, but also in 
the procurement we have under contract from prior year programs. 
The magnitude of these increases is such that we cannot absorb them 
and we are confronted with the necessity of making program reductions 
to compensate for these increased costs. Since the number of aircraft 
in the 1958 budget was already less than the number of new aircraft 
required to maintain naval aviation at its current strength, the 
program reductions necessary because of increases in prices will have 
serious effects on the Navy’s aviation program. A further reduction 
of $70 million as contained in the House bill will compound an already 
critical problem and force a still further reduction in aircraft 
procurement. 

DEVELOPMENT OF MODERN WEAPONS 


I am sure that you share with us an increasing degree of concern 
over the extended period of time which is required to develop a modern 
weapons system such as a supersonic all-weather fighter aircraft. I 
have described in the past some of the techniques we are using to speed 
up development and production of new models. The improved 
scheduling program for the fleet introduction of replacement models 

(FIRM plan) and our more exte nsive use of preproduction and pilot 
neodubilin funding are examples of these techniques. During the 
past year, a compre chensive study was undertaken, under the direction 
of the Deputy Secretary of Defense, Mr. Robertson, to find further 
means of compressing the development and production cycle. This 
group recommended that a sufficient quantity of test aircraft be 
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procured and delivered early in the cycle so that an exhaustive test 
and evaluation program could be carried out in a shorter period of 
time. The delays and setbacks which can occur because of too few 
test models are best illustrated in the case of the P6M seaplane. 
With the loss of the second experimental model, all flight testing is 
being delayed until we can get delivery of additional P6M aircraft 
from the first production contract. 


SUPERSONIC ALL~WEATHER FIGHTERS 


In our procurement program for 1958, we have included test 
quantities of two supersonic all-weather fighter aircraft models to 
replace not only the subsonic all-weather but also the day fighters 
presently assigned to the operating forces. The House deleted $50 
million from the 1958 appropriation bill with the r commendation 
that quantities of these models programed for test and evaluation be 
reduced and a prompt decision be made as to which of these two models 
should be placed in production. We are requesting restoration of this 
$50 million so that the evaluation and test programs can be completed 
as originally scheduled. There is as yet no flight information for 
these modles, and past experience indicates that w th the performance 
objectives required of these aircraft, problems and temporary ground- 
ings are inevitable. A minimum of two models under evaluation is 
essential to prevent undue delay in the early availability of these very 
important and advanced fighter aircraft. The quantities proposed for 
procurement have been held to the very minimum required under the 
Navy’s FIRM (fleet introduction of replacement models) plan whicb 
has been in operation in recent years. Any reduction in the quantities 
of F4H-1 and F8U-3 aircraft planned for procurement at this time will 
delay the evaluation program with corresponding unacceptable delays 
in getting supersonic all-weather fighters to the fleet, a type of fighter 
which is the replacement for all other fighter aircraft. 


RESTORATION REQUEST 


I urgently request this committee to restore both the $70 million 
which was to have been recovered from previous years’ programs but 
which will not materialize because of price increases, and the $50 
million for the procurement of supersonic all-weather fighters. Per- 
sonnel reductions in the departmental service will make possible sav- 
ings of $0.8 million which can be applied to our request of $120 million, 
leaving a net restoration request of this committee of $119.2 million. 


GUIDED MISSILES 


We are requesting a total of $236.8 million for increasing the guided- 
missile capability of our combat forces. $211.6 million of this amount 
provides missiles for fleet training and evaluation. $25.2 million covers 
related requirements for terget drones, specialized missile test and 
handling equipment, and missile production facilities. These latter 
programs are essential segments of the overall missile procurement 
requirements. 

Our request reflects the ever-increasing role which guided missiles 
are assuming in overall defense planning. Of the guided missiles 
‘assigned to the Bureau of Aeronautics for development and procure- 

















1214 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


ment, the Sparrow I air-to-air missile and the surface-launched 
Regulus I intermediate-range missile are now in use in the fleet, 
During the next 2 years our missile capability will be enhaneed 
significantly by the deployment of a substantial number of aircraft 
squadrons outiitted with improved guided missiles. Procurement 
quantities of air-launched guided missiles are geared to the require. 
ments of those squadrons which are equipped to use them. Surface. 
launched models are programed against outfitting and training allow- 
ances for guided-missile ships. Since missiles are expendable, it js 
necessary to provide a quantity for training purposes and also to 
maintain a war reserve. In establishing the quantities required for 
these purposes we have evaluated carefully and realistically the devel- 
opment progress of the new missile models. Both the training quan- 
tities and the war reserve quantities of all models have been programed 
at minimum levels. 

I am sure it is recognized that our missile development and evalua- 
tion programs must be pushed forward continually to capitalize on 
the advantages which can accrue from new models of greater lethality 
which exploit improved guidance and propulsion systems. We are 
devoting a substantial portion of our 1958 request, therefore, to the 
procurement of newly developed or improved models. These new 
models will be tested and evaluated extensively, and those demon- 
strating superior performance will be procured in quantity to succeed 
the missile models now in service use. All efforts in the missile field 
are coordinated by Department of Defense agencies. 


FLIGHT OPERATIONS AND AIRCRAFT OVERHAUL 


The cost of flying and overhauling naval aircraft during fiscal year 
1958 again reflects the increasing demands of higher performance 
and greater complexity. Our original estimate for flight operations 
in 1958 was $224 million, some $5 million higher than in 1957. When 
this estimate was prepared, it was to provide for the operation of 
approximately the same number of aircraft as in the current year, 
but for somewhat fewer total flying hours. Concerted effort by the 
Chief of Naval Operations to reduce nonoperational flying and to 
accomplish necessary operations and training within the limitation 
of the funds budgeted permitted this reduction in flying hours. How- 
ever, the proportionally greater number of the hours to be flown in 
the higher performance attack and fighter aircraft, together with 
significantly greater utilization of large, radar-equipped barrier patrol 
aircraft, accounted for the $5 million increase we were requesting for 
flight operations. 

The House made a $4 million reduction in the requested funds for 
flight operations on the grounds that in the past the Navy had been 
unable to meet its programed objectives. ‘The House committee 
suggested further that reductions could be made in administrative 
flying and in flight training operations. Mr. Chairman, I would like 
to call your attention to the fact that the Navy already had done just 
what the House committee proposed and the estimates submitted to 
the House were based on the reduced program. We approached the 
job of planning and budget estimating on a most conservative basis. 
As I indicated earlier, the Chief of Naval Operations reduced flying 
hours to a minimum, bringing them 10 percent below the programe 




















DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1215 


flying hours for 1957, at a saving of $22 million. These reduced hours 
were then priced at October 1956 prices and thus excluded $8 million 
of aviation fuel price increases which later became effective as a result 
of the Suez incident. As we indicated to the House committee, we 
had hoped that these fuel price increases would be temporary and 
that prices would return to normal by fiscal year 1958. Our most 
recent information, however, indicates that fuel prices will remain at 
least as high as their current levels and may possibly rise again in the 
first quarter of fiscal year 1958. 

We will have to adjust programs and reduce flying still further to 
absorb $8 million of fuel price increases. We feel, Mr. Chairman 
that we cannot take, in addition, the $4 million reduction contained 
in the House bill without dangerously weakening the combat effective- 
ness of naval aviation and depriving pilots of that flight time absolutely 
necessary to maintain their skill at a safe and proficient level. I ask 
that this $4 million be restored. 

For the overhaul and major repair of aircraft and associated equip- 
ment we are requesting $238 million for 1958, which compares with 
$219 million for the current year. More than half of the $19 million 
increase is for the Government’s contribution to the civil service re- 
tirement fund pursuant to Public Law 854 of the 84th Congress. The 
remainder is attributable principally to the greater number of aircraft 
and engine overhauls. We are hoping to offset the rising costs of in- 
creased complexity through improvements in our overhaul methods 
and procedures. This hope will be realized, however, only if the 
effectiveness of the various management improvement programs in 
our overhaul and repair shops is as great as recent experience leads us 
to expect it to be. Our optimism in this regard is reflected in the 
budget request now before you. 


AVIATION SHORE ESTABLISHMENT 


The Aviation Shore Establishment exists for one purpose—to sup- 

ort the fleet. At shore stations, officers and men receive instruction 
in the many facets of naval aviation. These range from basic training 
of all types to the specialized advanced training required for the prepa- 
ration of combat-ready teams for service throughout the world in fast 
carrier task forces, hunter-killer antisubmarine groups, patrol forces 
and early-warning barriers. In addition to the training function, the 
aviation shore establishment accomplishes logistical support of fleet 
forces and overhaul and repair of naval aircraft, engines, and major 
aviation components. 

At fleet-support air stations, aviation ships are outfitted and sup- 
ported, and aircraft squadrons are organized and put through an 
intensive training cycle to prepare them for deployment. Essential 
requirements include harbor and pier facilities for ships, master jet 
and auxiliary fields, water and land gunnery areas and instrumented 
ranges for aircraft. Where overseas bases are available, they are 
utilized to support deployed forces and to maintain and develop fur- 
ther the capabilities of combat elements. 

In the aviation shore establishment as well as in aircraft operations 
and overhaul, the increasing complexity of new weapons has a sig- 
nificant impact on costs. To accommodate modern aircraft, under 
our military construction program we have been building new sta- 
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tions with longer runways and modern airfield facilities, and rebuild- 
ing inadequate facilities at existing stations. Last year we added 
four new stations. In 1958, we plan to continue operating 73 regular 
Navy and Marine Corps air stations, 22 Naval Air Reserve stations 
and 6 research and development stations. We are planning the 
activation of a new seaplane facility on the east coast being built 
under the military construction program for the operation of large 
seaplanes, but it is expected to be open for such a short period at the 
end of the year that essentially no funds will be required for its opera- 
tion during 1958. 

To support the fleet effectively, the ‘Aircraft and facilities” appro- 
priation contains an estimate of $296 million to operate and maintain 
the shore stations required to support naval and marine aviation, 
Of this amount $230 million is planned for the operation and day- 
to-day maintenance of stations, and $66 millions for the alteration, 
repair and replacement of equipment and airfield facilities. These 
estimates provide for continuing most stations at their 1957 fundin: 
levels; for covering full year costs of stations and facilities oveail 
last year; and for operating newly constructed facilities being com- 
pleted during 1958. More than three-fourths of the $13 million 
increase required in the station operations area is attributable to 
estimated payments to be made for the first time to the civil service 
retirement fund. 





SUPPORTING PROGRAMS 


Modernization and complexity will have an even greater financial 
effect on general supporting programs during 1958 than they do in 
the operating programs. The supporting program category includes 
a group of 10 budget projects, all of which provide vital support for 
the operating programs. Their budgetary requirements depend di- 
rectly upon the nature and extent of projected operations and training. 
These budget projects include such essential equipment as that for 
launching and arresting aircraft aboard carriers, ground equipment 
for servicing aircraft, and cameras for outfitting aircraft. 

To support these projects during 1958, we requested $110 million— 
an increase approximating $17 million over current year requirements. 
Approximately two-thirds of the total increase is attributable directly 
to the combined effect of modernization and complexity of aeronau- 
tical equipment. A striking example of this complexity has occurred 
in the catapult and arresting gear field. Some of our carrier aircraft 
now operating in fleet units required catapults capable of generating 
and releasing energy more than 3 times as great as that needed 10 
years ago. 

The House bill levies a general reduction of $20.5 million primarily 
against these supporting programs. In the House report accompany- 
ing the bill, the committee suggested reductions in areas supporting 
directly our flight operations, including the elimination of the 1958 
increment for the procurement of optical landing systems and reduc- 
tions in furnishings for Capehart housing, technical publications, 
photography, and fleet personnel costs. The programed require- 
ments in these areas are related directly either to planned aircraft 
procurement or to fleet operational and training plans. Extreme 
care was taken in the preparation of the estimates to assure effective 
balance among all areas, and while events subsequent to that time 














' ows wr wa *¢ = Ft 


CO KK tt UN & 


eS he 


FF omy rs 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1217 


make some downward revisions possible, unbudgeted costs will 
require the use of nearly all the funds requested. In addition to the 
fuel price increases which I mentioned earlier, we are experiencing 
substantial increases in costs of labor and materials. Since the budget 
estimates were prepared, wage increases approved for civilian per- 
sonnel paid on a per diem basis will cost $12 million additional in 
fiscal year 1958. 

As required by law, wages of these employees are adjusted period- 
ically to correspond with wages paid for similar trades in private in- 
dustry in given localities. It is apparent to us that the absorption 
of unbudgeted costs of this magnitude even within the amounts 
originally requested of the House will require adjustments in programs 
and cutbacks in operating forces and training levels. The House cut 
of $20.5 million will further compound the severity of these force level 
reductions. 

We have reevaluated our program requirements and there are two 
areas in the ‘‘Aircraft and facilities, Navy” appropriation where credit 
can be taken for savings. A reappraisal of the construction schedules 
for the Capehart housing program, and a decision to procure furnish- 
ings for only 70 percent of the units to be constructed, will reduce the 
estimated requirement for furnishings by $2 million; a planned reduc- 
tion in civilian employment at the departmental level is expected to 
save an additional $0.7 million. Of the House reduction of $24.5 mil- 
lion, therefore, we are able to accept $2.7 million, leaving a balance of 
$21.8 million—$4 million for flight operations and $17.8 million for 
supporting programs—which I respectfully urge this committee to 
restore. These funds are required to prevent serious curtailment in 
the force levels of naval aviation. 

Our appropriation requests of this committee total $2,806.5 million, 
which is $141 million more than the amount approved by the House, 
and $3.5 million less than the request to the House. Included in our 
restoration request of $141 million is $119.2 million under appropria- 
tion ‘Aircraft and related procurement, Navy,” for the revised total 
of $1,931.2 million, and $21.8 million under appropriation ‘Aircraft 
and facilities, Navy”’ for a revised total of $875.3 million. We believe 
these funds are the minimum required to maintain the combat effec- 
tiveness of naval aviation. 


ATTITUDE OF NAVY TOWARD DIRECTIVE 7200.4 


Senator SatronsTaLL. On the subject of aircraft and related pro- 
curement, let us, for a moment, concern ourselves with this problem 
which existed in the Air Force. 

Is the Navy satisfied with the 7200.4 directive? 

Admiral Russe.u. With the exception of the case of research and 
development, we are, Senator. 

Senator SaLTonsTALL. Is it going to affect the Navy to some 
degree? 

Admiral Russe.u. Very little, under our interpretation of its 
application. 

PREPRODUCTION AND PARTIAL FINANCING 


Senator SALTONSTALL. Do you draw the same conclusion as Cap- 


tain Gentner did on the question of preproduction versus partial 
financing? 
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Admiral Russexu. Senator Saltonstall, we have in our presentations 
requested authority to obligate funds for preproduction, and we haye 
done this as a matter of course in the past several submissions, so we 
expressly include in our program costs the cost of preproduction, and 
the advanced components as they are provided. 

Senator Satronstauu. The Air Force, as I understand, where they 
have the money for 10 completed B-52’s, to use that as an example, 
may buy 15 engines where that takes 10 months’ lead time, where it 
is 16 months for the overall plane. 

Does the Navy do that same practice? 

Admiral Russe.ty. We would do it, but we would have it in our 
budget and the funds would be a portion of those which the Congress 
authorized in our new obligational authority in this particular instance, 

Senator SatronstaLu. That is not quite clear to me. Would that 
mean you would buy 15 engines where you have the money for 10 
completed planes in this budget? 

Admiral Russetu. If the engine was in advanced procurement, the 
amount for those 15 engines we would have put into our program and 
it would appear as a portion of our budget presentation. 

Senator SaALTonsTALL. Is this an exception requested of the Secre- 
tary of Defense made possible in that memorandum or do you say 
this complies with the memorandum without the exception? 

Admiral Russety. It would comply with the memorandum pro- 
vided the funds are apportioned by the Bureau of the Budget after 
they are appropriated to us. 

Senator SauronstaLty. Am I correct in saying that you would 
consider 15 engines end items in themselves so that that would not 
be preproduction? Did I understand you to mean that? 

Admiral Russet. No, sir. 

The 15 engines might be a portion of a preproduction program. 
That program we would have put into our budget submission. Do 
I make myself clear? 

Senator SauronstaLy. Not quite. Let us put it this way. We 
allowed for 10 completed planes in the 1957 budget. Do you know 
that the engines are a longer lead time so, therefore, you put in 15 
engines? 

How do you justify those 15 engines for the 10 planes? 


ENGINES AS SPARE PARTS 






Admiral Russet. They would be a portion of the cost, 10 air- 
frames, 10 engines to match the aircraft in the case of a single engine 
aircraft and the 5 additional would be spare parts. 

Senator SauronsTaLu. Do you justify them as spare parts? 

Admiral Russetu. This would be included in our costs. 

Senator SautonsTaLu. Is that interpretation of preproduction a 
satisfactory one to Mr. Wilson and Mr. McNeil? 

Admiral Russstu. Yes, sir. 

Senator SatronstTauu. In your opinion, that is covered in the diree- 
tive as long as you can justify those extra engines as spare parts? 

Admiral Russe.u. Yes, sir, it would be a part of the program cost, 
and the program cost is the figure we would have in our request for new 
obligational authority. 

Senator SaLTonsTALu. If you later on in the next request had, we 
will say, 5 more airplanes of the same character, those 5 engines might 























































DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1219 


into those 5 new planes and you would have to order some more 
spares, is that not correct? 

Admiral Russeiu. That could be the case. 

Senator SALTONSTALL. That is not sort of beating the devil around 
the bush, is it? 

Admiral Russrxu. No, sir. 

Senator SALTONSTALL. It comes pretty close to it. 

Admiral Russe.tu. Our program would have the 10 aircraft and 
the 15 engines. To get further aircraft we would need further author- 
ization, and they would then be part of our program. 

We might reprogram but always within he Senile which the Con- 
gress would make available. 

Senator SALTONSTALL. So you would say that you could justify to 
Senator Chavez, the chairman of this committee, and swear to it 
under oath if you had to that those 15 engines were necessary for 
those 10 planes. 

Admiral Russe.u. Yes, sir. 

Senator Cuavez. And the reason for that is what? 

Admiral Russe.u. The program cost includes the airplane and fts 
spares which need to come off the production line with the airplane in 
order to support it for its service life. That is all included in our 
program costs that we present in justification for the funds that we 
request of the Congress. 

Senator Cuavez. Do I understand that you would consider the 
extra 5 engines as spares for the 10? 

Admiral Russeuu. Yes, sir, we might, but if we did, sir, the point 
is we would include them in our program which we would submit here. 

Senator Cuavez. You would call them engines but as a matter of 
fact they would be spares. 

Admiral Russeiu. That is right, for that particular aircraft pro- 
gram and they would be included in the program costs. 

Senator SALronsTaALL. That is not really preproduction. 


PREPRODUCTION FINANCING 


Admiral Russeuu. No, sir; that would be a long lead-time item. 
Suppose there is an electronic item going into an aircraft which is 
going to take a long time to manufacture. We would then ask and 
we have asked in this budget, for preproduction funds to develop to 
the point where this particular equipment can be placed into produc- 
tion. In addition, if the lead time for manufacture of the electronic 
item is greater than for the airframe, we would also include the addi- 
tional lead time for the electronic item in our advance procurement 
program. 

Senator SaLronsTALL. The difference between the Navy and the 
Air Force, and you are stating the Navy’s point of view, is that you 
come forward with a perfectly clear preproduction program which 
you include in the budget and say that that is a preproduction pro- 
gram and you do not pretend that it is anything else. 

Admiral Russeiu. That is correct. 

Senator SaLTonsTaALL. The criticism of the Air Force is that they in 
a preproduction program will build 15 engines for 10 airframes because 
of a longer lead time but they do not put it down as a specific prepro- 
duction item. I would not ask you to explain for the Air Force. 
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Admiral Russet. This would depend upon a great number of 
factors. 

We would procure 15 engines as a portion of the 10 aircraft program 

Senator Sarronstauu. I understand that. I will not ask you to 
criticize the Air Force, whether that is a proper criticism or not, but 
I am trying to get clear in my own mind what the distinction is. The 
distinction you give is that the preproduction is what you put right 
on your books and say it is a preproduction item. 
Admiral Russet. Yes, sir; that is the distinction. 





UNOBLIGATED BALANCES 


Senator SarronsTauy. To carry out Senator Ellender’s thoughts to 
have it on the record since he is not here, and for my own clarifications, 
how much unobligated balances in aircraft procurement are you 
carrying forward? ; 

Admiral Russe.u. 1,752 million. 

Senator SaLTronsTALL. How much do you anticipate? 

Admiral Russgett. 1 billion 619. 

Senator SALTONSTALL. So you would reduce your unobligated 
balance during the present fiscal year by a little under a hundred 
million dollars? 

Admiral Russeuu. I would like to make it clear that the unobligated 
balance is something necessary to our doing business. 

Senator Toye. Why? 

Admiral Russety. The Congress requires us to ask for funds to 
finance an aircraft program. We cannot obligate all those funds in 
the first year. Therefore, we must have an unobligated balance. 
It is essential to our method of doing business. An obligation is 
clearly defined by statute. We have programed costs wnicn are in 
the commitment stage. The Government must stand ready to pay 
such costs when they come due. The contract may not be signed 
by both parties, yet the contractor has reserved space in his plant 
and he has reserved his tools for our use and we are committed. But 
until the contract has the signatures of both parties and the terms 
are definite, it does not become an obligation. So I think you can 
see in a continuing program such as the procurement of aircraft, the 
unobligated balance is absolutely necessary to the conduct of 
business. 

Senator SALronsTALL. A proper question has been suggested to 
me—do you order as preproduction, say, 10 aircraft for which you 
are not requesting other funds? 

Admiral Russe.u. Yes, sir, we might. 

Senator SatronstTaLL. That would be a straight preproduction 
item? 

Admiral Russexu. That is correct. 





PURCHASE 





OF 





LONG LEAD-TIME ITEMS 


Senator Cuavez. I believe that Senator Ellender would like you 
to answer the following question: Do you purchase long lead-time 
items out of preproduction costs? 

Admiral Russe.u. Yes, sir, so identified in our budget. 

Senator CHavez. So identified that way? 

Admiral Russeuu. Yes, sir. 
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Senator SALTONSTALL. Identified as preproduction items? 

Admiral Russe. Yes, sir. 

Senator SatronstaLu. And that is agreeable to Mr. Wilson? 

Admiral Russe.u. Yes, sir. 

Senator SatronstaLL. And would not be an exception on this 
defense memorandum, 7200.4. 

Admiral Russe.u. No, that is correct. 


EFFECT OF DIRECTIVE ON RESEARCH AND DEVELOPMENT 


Senator Tuyr. There was one phase of the admiral’s statement 
and I believe that referred to research and development in reference 
to that directive. I thought that you referred to an exception in the 
research and development. 

Admiral Russeuu. Yes, sir. 

Senator Torr. What would be the exception there? 

Admiral RusseLit. We would request an exception; it is provided 
for in the directive, but, as I understand your question, it is how do we 
use it; is that correct? 

Senator Torr. Did you make an exception? I believe in your 
statement you said you could live with the other with the exception, I 
thought I understood you to say 

Admiral Russe.u. With regard to exceptions allowed in the direc- 
tives, they will cover those circumstances where we do need to partially 
finance. 

Senator Toye. That was the only phase of your remarks that 
seemed in my opinion to be an exception to the research and develop- 
ment in relation to the directive. 


EXCEPTIONS 


Admiral Russetu. I shall read the exceptions. They are as follows: 


First, procurements from research and development appropriations; and 
second, such procurements as are specifically excepted upon approval of the 
Secretary of Defense. 

This is the latitude which I think will assist us in any place where we 
might be in stringent need. 

Senator Toye. Therefore, you can live with that directive. 

Admiral Russgeuu. Yes, sir. 

Senator Toyz. While we are on the subject of research and develop- 
ment and that is one item that does concern me because I do not 
believe that we should cut the President’s budget request for this 
activitv. In my opinion the field of research and development is 
highly important. 

I note that the President’s budget request was for $505 million, and 
the House allowed $495 million. You are requesting restoration of 
$10 million, are you not? 

Admiral Brearpsiey. That is an appropriation which will be dis- 
cussed later on. 

Senator Toye. All right, then, I will defer the matter. 
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FLIGHT OPERATIONS 


Senator SALTONSTALL. You are arguing for flight operations, too 
are you not? 

Admiral Russe... Yes, sir, I am. 

Senator SALTONSTALL. I think the Air Force had $32 million— 
that may be an incorrect figure from memory—cut off their fuel 
supply. They reduced their flying hours by 500,000 and it would 
reduce their flying hours another very substantial amount. What 
will happen to the Navy if the House reduction stands with relation 
to the flying hours, training flying, and your fuel supplies? 

Admiral Russett. The House reduction attached to our flying 
hours was $4 million. 

I should like to point out that from the time that we submitted the 
budget up to the present time, there has been a further price rise, 
The last quarter of the current fiscal year, the quarter in which we are 
now, we have had to curtail flying throughout the fleet and in the 
Training Command on an average of about 6 percent because even 
though we reprogramed and gathered up all the funds we could, we 
could not support the price of fuel for our complete flying program. 

The flying program for next year is less in total number of hours than 
it is in the current fiscal year. 

Senator SatronsTaLuL. Can you give us that? How many hours 
would that be? 

How many flying hours did you have this year and how many do 
you program for next year? 


TOTAL FLYING HOURS 


Admiral RussE.u. I should like to point out that at the prices used 
in the budget computation, we would need approximately $22 million 
more to maintain our present level of flying, and this is the equivalent 
of 400,000 flying hours on a total program on the order of 4% million. 

Senator SaAtTonsTauu. That is 10 percent? 

Admiral Russe... Yes, sir. 

Senator SaLttonsta.L. If the House cut stands, your flying hours 
will be reduced 10 percent? 

Admiral Russetu. No, sir. This 400,000 hours, we have to take 
in addition to the House cut. 

Senator SALTONSTALL. How much more would you be cut? 

Admiral Russe.yu. Roughly 75,000 additional hours. 

Senator SALTonsTALL. That comes from your cut in the fuel supply? 


RISE IN PRICES OF FUEL 


Admiral Russe... It is due to the rise in price of fuel, jet fuel, and 
aviation gasoline. 

Senator SatronstaLL. How will the House figure affect your 
maintenance of your airplanes? 

Admiral Russett. We have been given an across-the-board cut, 
with certain programs mentioned, of roughly $20 million. 

The supporting programs which are mentioned could conceivably 
contribute only a portion of the cut, so it means we must cut elsewhere 
across our operating programs in order to make up the cut which the 
House has applied. 
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Senator SALTONSTALL. You mentioned 1,220 planes as your pro- 
curement estimated for 1958. If the House cut stands on the pro- 
curement, how many planes will you be able to procure? 

Admiral Russge.u. This is probably on the order of a thousand. 

Senator SALTONSTALL. If it is not a security item, how many planes 
do you have in ‘operation today? 


TOTAL OPERATING PLANES 


Admiral Russe.i. The number of operating planes is on the order 
of 10,000. 

Senator SALTONSTALL. The inventory is how much? 

Admiral Russz.u. It is on the order of 12,500. 

Senator SALTONSTALL. The planes that you are procuring you have 
two competing all-weather fighters? 

Admiral Russe.u. Yes, sir; these are competing designs. 

Senator SALTonsTALL. How far are you going into Is 
there much procurement of bombers? 


ATTACK AIRCRAFT 


Admiral Russevu. Yes, sir; there are attack aircraft in this pro- 
gram. 

Senator SALTONSTALL. How will the House cut affect that? 

Admiral RusseLty. We would expect if we have to take the House 
cut, to distribute it among all the aircraft that we are procuring, 
both in fighters and attack aircraft and also in some other areas. 


GUIDED MISSILES 


Senator SALTONSTALL. Does guided missiles come within this 
appropriation also? 

Admiral Russe.u. Yes, sir; the “ Aircraft and related procurement” 
appropriation accounts for the procurement of about half the Navy 
guided-missile program. 

The other half belongs to the Bureau of Ordnance, from whom you 
will hear later. 

Senator SAaLTonsTALL. Did the House cut specify anything in 
guided missiles? 

Admiral Russet. No, sir. 

Senator SALTONSTALL. So you will have to determine how much 
to do that, how much to cut that? 

Admiral Russet. Yes, sir; we would have to squeeze all programs 
across the board. 

TOTAL CIVILIANS EMPLOYED 


Senator SALTONSTALL. How many civilians do you employ under 
aircraft procurement, under these items which you are stressing, air- 
craft and related procurement and aircraft reserves? 

Admiral Russe.u. Aircraft and facilities? 

Senator SALTONSTALL. Those are the two items that you are asking? 

Admiral Russextu. Under “‘ Aircraft and facilities, Navy,” we have 
all those civilians who are employed at our naval air stations, includ- 
ing some 35,000 in the overhaul and repair shops. 

The total is on the order of 88,000. 
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Senator SALronsTaLu. That is in “ Aircraft and facilities?” 
Admiral Russe.u. Yes, sir; in ‘Aircraft and facilities.” These 

personnel are supported by the normal operating funds of the Navy, 
Senator SaLronsTaLL. How much would they have to be cut? 
Admiral Russetu. We have not examined our program in the detail 

necessary to answer that question. There would be some cuts, of 

course. 

Senator SALToNsTALL. I do not think I have any more questions, 


























EXCEPTIONS TO DIRECTIVE 






Senator Cuavez. You discussed the matter of exceptions directly 
on the directive of May 21; have there been any exceptions from May 
21 up to now? 

Admiral Russe.u. None involved in our programs as yet, sir. 


REDUCTION IN LAND-BASED STATIONS 






Senator SaLronstTaLL. There might be one more question to bring 
up. Do you plan to reduce any Navy land-based stations in this year, 
put them in mothballs? 

Admiral Russe.tu. Yes,sir. 

Senator SALTonsTALL. How many? 


FACILITIES TO BE CUT BACK 






Captain GentNner. Mr. Senator, we have plans this year to cut 
back the naval air facility, Weeksville, which is near Elizabeth City, 
N.C. We are also cutting back on the Reserve activity in Birming- 
ham. 

Senator SALTONSTALL. Those two only? How many new ones? 
How many do you plan to increase? 






















STATION IN ROTA, SPAIN 






Captain GentNer. The station in Rota, Spain. 
Senator SaALTonsTALL. The Navy is responsible for all of our in- 
stallations in Spain, are they not? 

Captain Gentner. The construction only. 

Senator SALTONSTALL. Would you be able to describe in a very few 
words what is going to be the result in this year—how many new 
stations are coming in, or is that a classified item? 

Captain GenTNER. I am not qualified to speak on the other stations, 
particularly those of the Air Force. And the only one I have direct 
contact with is the naval air station in Rota, Spain. 

Senator Cuavez. That has been the Navy’s only participation in 
Rota, Spain? 

Captain Gentner. There are two fuel farms and ammo storage, 
and some other activities. 

Senator CHAavez. You have two fuel stations over there, but you 
did not construct the pipeline from Rota to Zaragoza? 

Captain GentNer. Yes, sir. The pipeline was completed and Rota 
is the terminal. 

Senator Satronsrauu. I have no further questions. 

Senator CHAavez. We will recess now until 2 o’clock. 

(Whereupon, at 12:05 p. m., the committee recessed until 2 o’clock.) 
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STATEMENT OF VICE ADM. HERBERT G. HOPWOOD, UNITED 
STATES NAVY, DEPUTY CHIEF OF NAVAL OPERATIONS 
(LOGISTICS) 


GENERAL STATEMENT 


Senator CHavez. The committee will come to order. 

We will continue with the Navy’s presentation. 

Admiral BearpsLey. Among the appropriation requests which will 
be justified to you are those sponsored by the Deputy Chief of Naval 
Operations for Logistics. They cover a wide range of activities, pro- 
curement of ordnance and ammunition, ships and facilities, ordnance 
and facilities, servicewide supply and finance, and medical care. 
With the exception of the Office of Procurement, they are concerned 
with operation and maintenance. 

Vice Admiral Hopwood is present and will present a brief statement. 

Admiral Hopwoop. Mr. Chairman and members of the committee, 
Iam Vice Adm. Herbert G. Hopwood, United States Navy, Deputy 
Chief of Naval Operations for Logistics. 

Basically, I have the function of seeing to it that our naval forces 
are equipped to carry out the Navy’s assigned military role; that our 
ships and men are fit to fight, and are supplied with what they need, 
when they need it. I sponsor, for the Chief of Naval Operations, the 
budgetary requests of the Navy technical bureaus—except the Bureau 
of Aeronautics—which requests express the Navy’s material needs to 
meet the objectives I have just mentioned. The appropriations 
involved, “Procurement of ordnance and ammunition, Navy,” “Ships 
and facilities, Navy,” “Ordnance and facilities, Navy,’ “Servicewide 
supply and finance, Navy,” and ‘Medical care, Navy,” will be 
justified in detail by the Chiefs of those respective bureaus. 

I want to assure you that these budget requests have the unqualified 
support of the Chief of Naval Operations. Every dollar requested 
has survived a grueling process of review to reach this point. We 
have measured logistic plans against strategic plans, and have assessed 
the requirements thereby generated to assure that we would buy only 
that material needed to maintain our readiness and provide us an 
increment of our most critical future needs. I believe that the many 
months of careful study, testing, balancing, and dovetailing, both 
within and without the Navy, have given us material budgets which 
are the soundest possible. 

It is our aim in these budget requests to keep our ships in the best 
possible fighting trim. The preservation of readiness in the face of 
rising costs, aging ships, and continuing international tension is 
further complicated by the technological transition period in which we 
find ourselves. We are called upon to exercise the utmost in judgment 
in progressing from conventional weapons and propulsion to guided 
missiles and nuclear naval applications; and I certainly cannot mini- 
mize the risks involved in the transition from old to new weapons sys- 
tems. Our material budgets reflect what we consider to be the best 
attainable balance between these considerations, within the dollars 
for which we are asking. 

I should like to mention that we in the Navy are doing all possible 
to economize and to improve our management of material and funds. 
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We have made significant advances in these matters during the past 
year, and will continue to place great emphasis on these programs, 








INTERSERVICE SUPPLY SUPPORT 













































The Navy is cooperating fully in the field of interservice supply 
support, wherein each military department provides supplies and 
related services to the other military departments. This program 
sponsors the more effective use of inventories, the reduction of pro- 
curement, stockage, and crosshauling of materials. To date, a total 
of 18 commodity groups, comprised of 1.6 million items, have been 
established, and some $25 million worth of material has been ex- 
changed among the military departments. I am confident that 
greater efficiency and economy will be realized in this area as time 
goes by. 

As to our own internal material management program, we have 
been including more and more categories of equipment under the 
Navy stock fund. This year we included ship repair parts, sub- 
marine spare parts, photographic material, and automotive repair 
parts. 

NAVY STOCK FUND 





Senator SALTONSTALL. Just a moment, Admiral. 
of your stock fund now? 

My second question is, was there anything taken out of it this 
year for other purposes? 

Admiral Hopwoop. Yes, sir. 

Senator SALTONSTALL. First, what is the size of it? 

Admiral Hopwoop. The size of it is a little over $2 billion of in- 
ventory as of the 30th of June, this year. 


What is the size 


TRANSFERS FROM FUND 


Senator SatronstaLL. How much was taken out of it, or rather, 
transferred for other purposes? 

Admiral Hopwoop. There was an item in the fiscal year 1957 
appropriation bill of approximately $300 million. I will have to 
verify that as to the exact amount, verified as correct. 

Senator SALTronsTaLL. How about 1958? 

Admiral Hopwoopn. In 1958 there is planned a transfer of $100 
million out of the Navy stock fund, as proposed by the House. 

Senator SatronstaLu. This will leave your stock fund at what? 

Admiral Hopwoop. That will leave our cash position at the end 
of 1958 of about $276 million to carry on the operation of the Navy 
stock fund. 

Senator SatronsTaty. That is a deduction of how much? 

Admiral Hopwoop. That is cash I am speaking of now, sir. 

Senator SattonsTALu. What is the first figure you said? 

Admiral Hopwoop. In inventory, which is material, at the end of 
this fiscal year there is approximately $2 billion. 

Senator SattonsTaLLt. What would be your inventory at the end 
of next year? 

Admiral Hopwoop. $1,776 million. 
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CASH POSITION 


Senator SALTONSTALL. What is your cash position now? 

Admiral Hopwoop. Our cash position now is $316 million. 

Senator SALTONSTALL. And it is estimated at the end of the year 
to be $276 million? 

Admiral Horwoop. Yes, sir, because there will be $100 million 
transferred out of the cash position at end fiscal year 1958 estimated 
to be $376 million. 

Senator SALTONSTALL. So your stock fund will be in sufficiently 
strong cash position. 

Admiral Horpwoop. It is marginal, sir, just about the amount of 
money required to handle this type of operation. 

Senator SALTONSTALL. Thank you. 

Admiral Horpwoop. We have been studying shipboard allowance 
lists and spare parts inventories, and are now completely revising the 
system to improve the efficiency of operations and to avoid the possi- 
bility of duplication. 

““BINNING PROGRAM 


Our ‘“‘binning” program is a good example of this effort. In this 
program we are consolidating all small spare parts in easily accessible 
bins or drawers instead of leaving them in boxes. We are thus obvi- 
ating the old system of complete sets of spares for each separate type 
of equipment, and are substituting loading which recognizes multiple 
applications for individual items. This program is pointed toward 
not only the economical use of material and the reduction of inventory, 
but also the improvement of the sea-keeping and self-maintenance 
ability of our ships. 


EFFECT OF HOUSE REDUCTIONS 


In conclusion, I wish to stress the fact that these budget requests 
are tailored to minimum requirements. The reductions proposed by 
the House Committee on Appropriations would therefore have grave 
effects on the maintenance of current readiness, and would result in 
the deferment of vitally needed fleet-modernization projects. I 
therefore most strongly urge your favorable consideration of the Navy 
elements of the President’s budget, and in particular, these support 
phases which will be presented by the chiefs of the technical bureaus. 

That is all, Mr. Chairman. 

Senator Cuavez. Admiral, first I want to say you are cordially 
welcomed back. 

Admiral Hopwoop. Thank you, sir. 

Senator Cuavez. You used to be with us every year to talk about 
the budget as a whole. Next, I want to assure you of the interest 
of the committee. 

Admiral Horpwoop. Thank you, sir. 


MEDICAL CARE PROGRAM 


Senator Cuavez. I am particularly interested in medical care. 
Would you be so kind as to tell us about your program of medical 
care, how it is progressing, because I think that is a very important 
item. 








1228 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 









































Admiral Hopwoop. Yes, sir. In the area of medical care there 
was a reduction in the neighborhood of $2 million for which we are 
requesting a reclama of practically the full amount. 

Senator Cuavez. Will there be some other naval officer to testify 
on that? 

Admiral Horwoop. Yes, sir; the Chief of the Bureau of Medicine 
and Surgery will speak to this area later on. 

Senator CHAavez. Who is that now? 
Admiral Hopwoop. Rear Admiral Hogan. 


FLU EPIDEMIC IN SOUTHEAST ASIA 





I might say, sir, in advance of his appearance, that since the action 
was taken in the House a new item has developed; that is, the flu 
epidemic that has been traversing southeast Asia and seems to be 
working around through Europe at the present moment. 

And in the way of antitoxin and serums, that is an item that had not 
been considered up to the time of the preparation of the budget, 
which will have a serious effect on the reduction that has been made by 
the House. 


Senator Cuavez. Senator Saltonstall. 
Senator SaALTonsTALu. I have no questions of Admiral Hopwood. 


AIRCRAFT AND RELATED PROCUREMENT 


STATEMENTS OF REAR ADM. G. F. BEARDSLEY, USN, ASSISTANT 
COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS; REAR 
ADM. A. G. MUMMA, USN, CHIEF, BUREAU OF SHIPS; AND 
REAR ADM. J. S. RUSSELL, USN, CHIEF, BUREAU OF AERO- 
NAUTICS 





MAY 23 STATEMENT OF SECRETARY WILSON 


Senator Cuavez. Senator Symington, do you desire to ask ques- 
tions of the witnesses? 

Senator Symineron. Yes, Mr. Chairman; I would. I am sorry I 
was not at the hearing this morning, but I had another committee and 
I know the Chair understands how those things go. Agriculture met 
this morning. 

Mr. Chairman, I first read into the record a statement that was 
made by the Secretary of Defense before this committee 22 days ago, 
on May 23. Mr. Wilson said: 

I cannot foresee at this time any justification for a reduction in the Military 


Establishment, nor in the total annual military expenditures of the Department of 


Defense, below the present level short of a drastic improvement in the international 
situation, 


And then later on he said: 


Don’t take the cards and chips away from the people who have to try to work 
something out with the Russians. 

Also, Mr. Chairman, I would like to put in the record a statement 
made by Mr. Wilson, apparently yesterday, reported in the New 


York Times this morning by Mr. Jack Raymond, which reads as 
follows: 


Charles E. Wilson forecast today a stretchout in procurement of weapons and 
gradual reduction of armed forces because of money difficulties. ‘I have not got 









DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1229 


elastic dollars,” the Secretary of Defense said. He was discussing problems that 
have forced the rate of spending up from the last 6 months. 

He also made a statement, Mr. Chairman, hard for me to under- 
stand; namely, that the defense program was a drag on the economy. 

In this afternoon’s paper, in an article by Mr. John Giles, it states: 

A military manpower cut of around 200,000 to meet a budgetary ceiling was 
indicated by Defense Secretary Wilson today. 

That is today, Mr. Chairman. The story is out of Quantico. 

Therefore, apparently these remarks he made 22 days ago meant 
exactly nothing. 

PREPRODUCTION ACCOUNTS 


I would like to ask the Navy witness, whoever is the proper one, 
inasmuch as 7200.4 was discussed this morning, do you have a prepro- 
duction account in your budget which you justify to the Congress 
each year? 

Admiral Brarpsutey. I am Admiral Beardsley. I can answer some 
of these questions. Some, perhaps, I cannot. We do carry in some 
of our accounts preproduction expenses which we justify to Congress. 

Senator Symineton. What do you call preproduction expenses? 
What do they consist of? 

Admiral Brarps.ey. I think that it would probably be proper to 
talk to the individual bureau chiefs of the individual areas, like ships 
or aircraft. 

Senator Symineron. Let us talk aircraft. 

Admiral Bearps.ey. Preproduction expenses is the getting ready 
to go into volume production, as you know, sir. It could be material, 
it could be some tooling to get ready for production, as I understand it. 

Senator Symineton. Could it mean some long-lead-time compo- 
nent parts? 

Admiral Brarpstey. I think it could, sir. 


AIR FORCE PRACTICE 


Senator Symineton. Then you are doing exactly what the Air 
Force is doing. 

Admiral Brearps.tey. I am unfamiliar with what the Air Force is 
doing, myself. 

Senator Symineton. If your statement is accurate, you are doing 
exactly the same thing. 

‘ Admiral Bearps.ey. Again, I am not sure exactly what they are 
oing. 

Senator Syminaton. They are including long-lead-time component 
parts in their prepurchasing procurement presentation. Is that not 
the same? 

Admiral Brearpstey. We are doing that, sir; yes, sir. 

Senator Symineaton. I would think you would be guilty of very 
poor business judgment if you were not, because you would be using 
the taxpayers’ money when there was no necessity for using it. Do 
you buy any long-lead-time items under that preproduction account? 
I think your answer to that was “Yes.” 

Admiral Bearpstey. We buy long-lead-time components under a 
long-lead-time component account. We call it a different term. 
We call it Government furnished equipment for long-lead-time items. 
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Senator SymincTon. An engine would be a GFE component, would 
it not? 

Admiral Brarps.ey. Yes, sir. 

Senator Symineron. So, in your long-lead-time preproduction com. 
ponent items you would include such GFE as engines? 

Admiral BEArpsLEy. We could, and we do. 


PURCHASE OF ENGINES BEFORE AIRFRAMES 


Senator Symincton. Do you ever purchase any long-lead-time 
major components of aircraft, such as engines, fire-control systems, 
B. and M. systems, before actually contracting for the airframe itself? 
I think you have answered “Yes.” 

Admiral Brarpstey. The answer is “Yes.” 


PARTIAL FINANCING 


Senator Symineton. Do you consider any of this preproduction 
procedure or any of this long-lead-time procurement procedure partial 
financing? 

Admiral Brarpstry. I do not believe we consider this partial 
financing, as I understand the term. In the case of the engines, 
fire-control systems, and other components which we are buying, we 
present to Congress a budget category which covers this with a back- 
up list which lists the various types of items and the items we want 
to buy. If Congress passes the appropriation bill, and we assume 
between the House and the Senate they have examined these lists 
and the backup material, and the money is appropriated, we then go 
to the Bureau of the Budget and request apportionment of funds to 
buy the particular components. If the funds are then apportioned 
by the Bureau of the Budget we proceed to place contracts, or feel 
free to place contracts, for these items, be it an electronic item or 
engine or something for an airplane which would be bought in next 
year’s appropriation, for example. 


PREPRODUCTION PROCEDURE IN REGARD TO SHIPS 


Senator Symrneton. That is clear. How about ships? Do you do 
the same thing, Admiral Mumma, on ships? 

Admiral Mumma. To some degree, sir. Under preproduction we 
limit our area of preproduction actually to production facilities more 
than in procurement of hardware, whereas our advance procurement 
is called advance funding and is so labeled in our budget each year. 

It involves a long lead-time item that is specifically tagged to go 
into a ship. An example of that is the inclusion in the 1957 budget of 
$22 million for long lead-time items for the nuclear carrier, which is 
itself in the 1958 budget. This was known to the Congress, was sepa- 
rated as a separate item and it was understood by all hands that we 
were doing exactly that. So that that $22 million, of course, is an 
appropriate charge against the ship which will be in the 1958 budget 
and the proper financial adjustment is made between the two budgets 
at a later date, you see. 

Senator Symineron. Actually you could handle it one of two ways, 
especially if the idea is to get the ship. You could have a full fund- 
ing of the carrier for $10, and then you could say next year you made 
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a mistake; it wasn’t $10, it was $10 million. You could say, the third 
ear you made another mistake and the carrier was not going to cost 
$10 million but it would cost $311 million, could you not? 
Admiral Mumma. This would not be quite good faith, Senator. 
We generally consider repricing to be items that are caused by wage 
fluctuations and material costs and such things. 


CRITICISM OF AIR FORCE METHODS 


Senator SymineTon. I would never question your good faith. I 
did not mean it that way. The good faith of one of the services, the 
Air Force, has been questioned. They have been accused of unsound 
financing in a prepared statement given the committee by the Comp- 
troller. Also some “high authoritative source” said they were guilty 
of violation of good business practice. You are doing what they are 
doing, and I think you both are guilty of very good business practice. 
J was trying to make it evident to any businessman how silly this 
can get. 

When I first went into the Pentagon building there were things 
purchased by some of the services where, if they were low in their 
original estimate, they simply went to the Treasury and got additional 
money and never came back to the Congress for justification for that 
money. 

Do you happen to remember any of that? 

Admiral Mumma. I was not engaged in it at that time, sir. 

Senator Symrnetron. You knew the past history. 

Admiral Mumma. I knew this had happened. 

Senator Syminetron. That was changed. There was never any 
question of good faith. 1 think that change was a proper change. 
unless you want the Congress to be a dupe for any form of fiscal 
manipulation after the appropriation. 


NAVY POSITION ON DIRECTIVE 7200.4 


Now I understand Admiral Russell testified that the Navy is satis- 
fied with directive 7200.4, based on the exception clause in that 
directive. 

The clause that he referred to obviously is: 

The following procurements are excepted from the provisions of this directive. 


Then later: 


Such procurements are specifically excepted upon approval of the Secretary of 
Defense. 

Is that correct? 

Admiral Brarps.ey. I believe he testified that the directive was 
satisfactory to him, sir. 

Senator Symineton. Have you a list of the exceptions that you 
have requested? 

Admiral Brarpstey. We have not requested any exceptions. 

Senator Symineton. Then how could you be satisfied? 

Senator SaALTONSTALL. Would the Senator yield? 

It was not my understanding that the admiral testified the way the 
Senator just said. 

Senator Symineton. I will be glad to be corrected. 


92576—57——-78 
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Senator SaLtonsTaLu. It was my understanding that the admiral 
testified that they were satisfied with the directive, that there were no 
exceptions that were being made, that the Navy would not request 
any exceptions that came within the clause of the directive. 

Senator Symineton. That is impossible. 

Senator Cuavez. Prior to the recess I asked whether any exceptions 
had been made since the directive was issued on May 21 and he said 
hie? 

Senator Symineton. If the Air Force and Navy are both pu- 
chasing ahead, long lead-time component parts, and not at the same 
time purchasing the shorter lead-time airframes, they would auto- 
matically be affected. 

They could not help but be affected if their statements were 
straight that they gave to the Department of Defense and the Con. 
gress. I want to get into this at whatever length is necessary to clear 
it up. 

Senator SALTONSTALL. I am not a witness, Mr. Chairman, but | 
listened 

Senator Symineron. Dr. Welch said, in his opinion, you are 
wrong with respect to Admiral Russells’ testimony. 

Senator CHavez. Your assistant prepared the question and sub- 
mitted it to me. 

Senator Symineton. That is correct. Admiral Russell read into 
the record—Doctor Welch said that he understood that he testified 
the Navy is satisfied with Directive 7200.4, based on the exception 
clause in the directive. 

Senator Cuavez. That is right. 





EXCEPTION CLAUSE 


Senator Syminaton. Then he read the exception clause in the 
directive. I am not sure that when he read it the distinguished 
Senator was in the room. Admiral Russell said: 

The following procurements are excepted from the provisions of this directive, 
Such procurements are specifically excepted upon approval of the Secretary 
of Defense. 

Why did he read it if he was satisfied with it without any exceptions? 

Senator Cuavez. The point I am trying to make is this, that 
someone handed me a question up here based upon whether or not 
there had been any exceptions. | asked the admiral whether there 
had been any. He said, ‘‘No.” 

Senator SALTONSTALL. That is my understanding too, Mr. Chair- 
man. 

Senator Symineton. How can they be satisfied with it if there are 
no exceptions? That is what I can’t understand. If you have been 
buying long lead-time components parts without getting approval of 
the complete funding of the airframe at the same time, then how can 
you be satisfied with the directive? 

Let us get Admiral Russell. 

Admiral Bearpstry. We can get him back here. 

Senator Cuavez. He is available at any time. The only reason he 
is not here now, we thought we were through with him. 

Senator Symineton. Thank you, Mr. Chairman, I came in and you 
said you were zoing to recess until 2 o’clock. 

Senator Cuavez. If the Senator would desire him we will get him. 
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Admiral Bearpsuery. Shall we proceed with the other testimony? 

Senator CHavez. Yes. 

Senator Syminetron. Mr. Chairman, I would like to ask some ques- 
tions here, with the premise that the reason Admiral Russell read this 
clause was the fact he felt there were going to be exceptions. 

Senator Cuavez. I understood there were to be exceptions but I 
also understood up to now there had been no exceptions. 

Admiral Bearpstery. As I understood Admiral Russell’s testimony 
he was satisfied with the directive. That the directive itself excepted 
research contracts and that he was not asking for any exceptions at 
this time. 

Senator SaALronsTaLL. If I might say, Mr. Chairman, to the Senator 
from Missouri—I don’t want to testify, but it is my distinct memory 
after a number of questions that the reason that the Navy was satis- 
fied with the directive was that the so-called preproduction items that 
were in the Navy budget were listed in the budget that appeared be- 
fore us and had been approved as such and that therefore they did not 
have to ask for any exceptions. That was my understanding of his 
testimony. I did bring up the question as to whether that was differ- 
ent from the Air Force but I did not ask him to testify what the Air 
Force practice was. 

Senator Symrinaton. What difference did it make if the items were 
listed? It was understood what the money was for. 

Senator SALTONSTALL. There is no point in you and I arguing. 

Senator SyminctTon. May I proceed with the witness. 

Senator CHavez. May I say to the Senator from Missouri, not only 
may he but he can have all the time he wishes. 

Senator Symineton. I thank the Chair for his usual gracious 
courtesy. 

Now as you understand it, you are satisfied with the directive be- 
cause not only did you list dollars when you came up before the 
Department of Defense and the Bureau of the Budget and this com- 
mittee, but you also listed the items that the dollars covered. 

Admiral Brarpstey. Talking about long lead-time components? 

Senator Symineton. Right. 

Admiral Brarps.Ley. Yes, sir. 

Senator Symineton. Therefore, although you are partially financing 
your airplanes, obviously, based on your testimony, what Mr. McNeil 
calls sound financing is the fact you list dollars in your presentation; 
and also the parts the dollars are going to buy. That apparently is 
sound. But it is unsound to list dollars without at the same time 
listing the parts. 

If I may make this observation, this is the height of insincerity on 
the part of anybody who criticizes the program, because anybody who 
checks a balance sheet or a budget statement wants to know what the 
figures mean. There is something deeper in this situation than has 
come out to date, as, for example, an effort to cut the program in order 
tosave money. In the listing of the money you would automatically 
want to know what the money was wanted for. 


AIR FORCE PROCEDURB 


The Air Force has testified before this committee: 
(1) They used a preproduction account and justified it before the 
Congress. 
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(2) They buy in advance long lead-time items of aircraft already 
programed for ahead of the actual purchase of the airframes. 

(3) They never contract for anything they do not have sufficien; 
funds for. 

Do your procurement policies and procedures differ in any respeet 
from these three that the Air Force testified to? } 

Admiral Brarpstey. I don’t believe ours basically do. We budget 
for long lead-time components and preproduction items, perhepetias 
us say, 1 year in advance of the completed item. Those go through 
the budget process, are approved, and are apportioned to us. 

Senator Cuavez. For the whole package? 

Admiral Brarpstey. For these particular items. 

Senator CHavez. Yes; but you want the complete end item and 
you want to have the money on hand to purchase them? 

Admiral Brarps.iey. For that particular end item. The end item 
may be an engine. We will buy the complete engine; we will have al] 
the money to buy the whole engine. 


NAVY AND AIR FORCE POLICY 


Senator Syminaton. May I read this again, Mr. Chairman? If 
Admiral Combs and Admiral Mumma will be kind enough to listen to 
it—if there is any disagreement in purchasing policy I would appre- 
ciate any 1 of you 3 gentlemen stating so—the Air Force testified 
before this committee that they— 

(1) Used a preproduction account and justified it before the Congress. 

(2) Buy in advance long lead items of aircraft already programed far ahead of 
the actual purchase of the airframes. 

(3) Never contract for anything they do not have sufficient funds for. 

Does the Navy procurement policy and procedure differ in any 
respect from these three Air Force items I have just mentioned? 


SHIPBUILDING PROCEDURE 


Admiral Mumma. To answer first for ships, sir, I think we do 
differ. We do differ somewhat in the purchasing of hardware under 
the preproduction portion. We do not purchase generally hardware 
in that area. 

Senator Symrneron. What do you mean by generally? 

Admiral Mumma. We might have a very small production run 
just to test out the machinery of the production line, but ordinarily 
it is not the purchase of the hardware itself that we go after in pre- 
production. On the long lead time items in advance funding we 
itemize to major items as to what is in there. Of course a year in 
advance sometimes you cannot tell exactly that this is going to be 
exactly what you are going to purchase there. 

Senator Symrneron. I should not think so. Especially in some- 
thing like a nuclear submarine. 

Admiral Mumma. But the intent is there that we are buying this 
for this purpose and it consists of these kinds of items. So it is 
sufficiently delineated so that there is no question, I think, in either 
our minds or the Congress’ mind what is meant. 
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CONSTRUCTION OF “FORRESTAL” 







Senator Symincton. Now, Admiral, when you built the Forrestal 
supercarrier, I understand you had many million dollars appropriated 
the year before you got your major appropriation. Is that true? 

Admiral Mumma. I don’t believe so in that case. 

Senator Syminetron. You think the newspaperman was in error 
who said that? 

Admiral Mumma. Yes; because this advance funding is only a 
3-year old device with us. 

Senator Symineton. You did not get $12 million for studies and 
prints and tooling, and what have you, for the Forrestal before you 
got $188 million later on? 

Admiral Mumma. My personal memory does not go back that far. 
[ will have to research it and see. 

Senator Symineton. Will you do that and put in the record? 

Admiral Mumma. Yes. 

(See p. 1237.) 

Senator SymineTon. In any case, as I understand it, your purchas- 
ing of ships, Admiral, may be different; but the purchasing of planes 
in the Bureau of Aeronautics is comparable, if not similar, to the way 
the Air Force does it. 

Admiral Bearpstey. Yes. 

Senator SymineTon. With the exception that you supply the 
names of the component parts at the same time you supply the 
amount of dollars needed. Is that correct? 

Admiral Brarps.tey. That is correct, sir. In the case of ships we 
spell out the type of items we will buy. 




























COMPTROLLER’S VIEWS ON AIR FORCE POLICY 










Senator SymineTon. Can you explain why the Comptroller of the 
Department of Defense referred to the Air Force procedure as un- 
sound, but did not refer to the procedure of the Navy as unsound? 

Admiral Brarpsuey. I can’t answer that. 

Senator Symineron. The Comptroller of the Department of De- 
fense testified that Department expenditures are running at the rate 
of $42 billion. As I have now read in the record, it is reported the 
Secretary of Defense this morning is going to stretch the program 
out; and also that he is going to cut the military 200,000 people. 
Presumably Mr. Wilson says this because the Department of Defense 
has been ordered to keep the expenditures down to $38 billion for the 
fiscal year 1958. In other words, if the program the President pre- 
sented costs more, the program goes out of the window—planes and 
ships—in favor of dollars. That is a fair statement, is it not? 

Admiral Brarpsuey. I think I am the wrong witness to answer 
that question. 

Senator SymincTon. You are a taxpaying citizen, and if we are 
going to stretch the program out, cut 200,000 people out of the military 
because there is not enough money, that means money is more im- 
portant than the military programs, does it not? 

Admiral Brarpstey. I don’t know what is in the back of their 
minds, sir. 
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DOLLAR DECISION 


Senator SymineTon. Neitherdol. I was asking what you thought 
Is that not a dollar decision? 

Admiral Brarpstey. It is one of the elements of it. 

Senator Syminecron. What other element could it be besides 
dollars? 

Senator SaALTonsTALL. Is that a fair question? 

Senator Symineton. Yes; I think it is. We in Congress have 
right to get the correct facts. 

In effect, the Secretary of Defense has made a sucker out of this 
committee by coming up here only a few days and making the state. 
ment I read in the record before the Senator from Massachusetts 
came into the room. What he said now apparently means absolutely 
nothing. He intends to cut the services in people and dollars. After 
coming up here and saying only 22 days ago that unless at least half 
the House cuts were restored, it would be against the security of the 
United States. Now Mr. Wilson says he must cut the Services a lot 
more than that because he does not have enough money. However, 
if this in any way embarrasses the witness, based on the suggestion of 
the Senator from Massachusetts, I will withdraw the question. 

Senator Cuavez. I will say this to the Senator from Missouri. 
The record speaks for itself, and cf course we will all interpret it 
according to our understanding of that particular record. 

I am glad that the Senator is not pressing the question to this 
witness, because I do think it could be a little unfair to the witness. 






































EFFECT ON NAVY PROCUREMENT 






Senator Syminaton. I thank the Chair. 
It is now stated that we are running at annual rate of $42 billion. 
If this expenditure ceiling of $38 billion is enforced by the Department 
of Defense, what do you estimate will be the effect upon Navy pro- 
curement in ships, aircraft, missiles, and modernization? 

Has anything been drawn up on that? 

Admiral Bearpstey. Nothing conclusive has been drawn up on 
that, although the subject is under study. Undoubtedly if you 
reduce your expenditures you get less hardware. 

Senator Symrneton. When you say under study, could I ask whois 
studying it? 

Admiral Brarpsiey. It is being studied by the Defense Depart- 
ment I believe, sir, and also by the services. 

Senator Symineron. Do you know of any study that was made by 
the Defense Department prior to the establishment of the directive? 

Admiral Brarpstey. No, sir. 

Senator SymineTron. Has the Navy been asked either formally or 
informally by the Department of Defense to study the matter to see 
what this establishment of the $38 billion ceiling would do to the 
Navy? 

STUDY OF CURRENT TRENDS AND EXPENDITURES 


Admiral BrEarpstey. We have been asked to study the current 
trends and expenditures and future forecast of expenditures. 

Senator Symineron. Is that the item you were supposed to submit, 
based on the May 22 letter, on the 12th of June? Is that right, 
General Moore? 
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General Moore. Yes. 

Senator SyMINGTON. Have you submitted it? 

Admiral BrarpsLtey. We have not submitted the details, sir. 

Senator Symineron. To show you what our problem is, we are 
going upstairs now to vote on military aid to foreign countries. At 
the same time, based on what the Secretary of Defense said yesterday 
at Quantico, we are going to cut our own military forces heavily. 
Sometimes one feels that perhaps military strength could start at 
home, just like charity. 

Admiral Mumma. Senator Symington, before you leave, sir, may 
[ state that I believe the article referred to was the fictionalized 
funding of a typical carrier of the Forrestal class. It was not the 
Forrestal itself. It was an extraction from the charts that were 
presented the other day. 

Senator Syminaton. I see. Somebody saw the charts and took 
the story off the charts. 

Admiral Mumma. Yes. 

Senator SyMINGTON. May I suggest that when you put these charts 
up here you have them nonfictionalized before you start. 

Admiral Mumma. It is “typical” sir. 

Senator SyYMINGTON. You used the word “‘fiction’’, not I. 

Senator CHavez. We have a vote. We will recess. 

(Thereupon, a brief recess was taken.) 

Senator Cuavez. Proceed. 

Senator Symrnctron. Thank you, Mr. Chairman. 

Admiral Russell, I again apologize for asking you back. 

If you are buying planes the same way the Air Force is buying 
planes, and the criticism made of the Air Force is supported, then to 
the extent you have to change your purchasing of planes later on, 
you will come under that criticism, also. 

I believe the way the Air Force has been buying planes is very 
sound. With that premise, I will proceed. 


AIR FORCE TESTIMONY 


The Air Force testified before this committee that they: 


(1) Used a preproduction account and justified it before the Congress. 
(2) Buy in advance long-lead time items of the aircraft, already programed for, 
ahead of the actual purchase of the airframes— 


Presumably engines, electronics, and so forth— 


And 

(3) Never contract for anything they do not have sufficient funds for. 

My question is: Does your procurement policy in the Navy and 
your procedure differ in any respect from these Air Force items I 
have just mentioned? 

Admiral Russe.u. Senator Symington, we do these three things. 
The answer to each question is “Yes.”’ 

Senator Symineton. Why do you think, if that is true, there has 
been so much recent criticism of Air Force purchasing policy, and 
none whatever of Navy purchasing policy? 

Admiral Russeuu. Senator, I can really only speak to our own pro- 
curement methods. We do the three things which you have men- 
tioned in these questions. I would like to say also that we coordinate 
very, very closely with the Air Force in our procurement of aircraft. 
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We buy for chem in certain cases; they buy for us, and we are ye 
careful of course to standardize our contracting methods so that we 
can go to industry with a united front and a consistent policy between 
us. 

Senator Symrneton. So your answer would be that you don’t 
know. Is that a fair statement? 

Admiral Russe.it. Would you state again your question? 

Senator Symrnaton. My question was, If you are buying airplanes 
the same way that the Air Force is, why has there been such bitter 
criticism of the Air Force; and no criticism whatever of the Bureau of 
Aeronautics? 

Admiral Russe.u. I don’t know. 

Senator Symineton. Thank you. That makes two of us. 

Again I say that the way you have been buying airplanes, and the 
way the Air Force has been buying airplanes in my opinion has been 
sound, constructive, and in accordance with all good business practice 
I have known about. 

Admiral Russet. I believe that is correct. 

Senator Symineton. Among other things the Secretary of Defense 
now says this morning, the defense program is a drag on the economy, 
We are proud of the 25,000 people working at McDonnell Aircraft 
primarily for the Navy, but also for the Air Force in St. Louis. That 
gives support to some 110,000 citizens. 

It is hard for me to understand how those paychecks could be a 
drag on the economy. I would be the first one not to want to see the 
Air Force and Navy planes that McDonnell is making built unless 
those planes were necessary for our security. But I agree with Presi- 
dent Eisenhower that they are necessary to our security. 

Mr. Chairman, for the record, a press story has been given me 
saying I suggested that President Eisenhower ask the Congress to lift 
the debt limit. I never said that. I did ask if there was any alterna- 
tive to reducing the program or stretching it out or getting more money, 
Both Secretary Quarles and Secretary McNeil testified there was no 
alternative. 

Now the matter has been decided by Secretary Wilson, who an- 
nounced yesterday that he is going to stretch out the entire program, 

Admiral, as I understand it, you are satisfied with 7200.4, but only 
because you feel, based on the clauses you read this morning, that 
there will be exceptions made, where necessary, in the purchase of 
long-lead-time component parts? That question is long. I will be 
glad to break it down, rephrase it, or have you ask me to repeat it? 

Admiral Russe.u. Senator, I referred to the two exceptions and 
quoted them for the record this morning. I have confidence that 
with these exceptions it will be a workable directive. 

Senator Symineton. May I ask then, Admiral, if that means, when 
you submit the exceptions, that it will be necessary, in order for you 
to continue that program, that those exceptions be accepted by the 
Department of Defense. Is that correct? 


EXCERPT FROM DIRECTIVE 


Admiral Russe... Senator, to be specific, I should like to point out 
in paragraph 4 of the directive, these words: 
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® When specifically provided for under a current apportionment of funds to 
complete a complete preproduction program or i. components in advance 
of the fiscal year in which the related program end item is directed to be procured. 
With this language our preproduction procedures I believe are covered. 

Senator SymincTon. If Times read the full clause so that we under- 
stand it: 

No procurement of materiel, equipment, or work or services in connection 
therewith shall be directed or authorized unless adequate appropriations and funds 
are available under the applicable Department of Defense “Financial Plan” 
(1) for obligation, (2) set aside in the form of a commitment, or (3) set aside in 
areserve account in an aggregate amount sufficient (a) to complete the procure- 
ment of a specified number of end items, (including, where applicable, initial 

es and spare parts) usable either in service units or for test and evaluation, 
or (b) when specifically provided for under a current apportionment of funds, 
and so forth. 

Now does that language specifically cover the fact that when you 
have listed your money you have also listed the items? 

Admiral Russetu. Excuse me, Senator. We have listed the pro- 
gram. It explains what the funds will be committed against. Not 
necessarily a detailed list of items. This would be redtape which 
would be almost unbearable if we get down to nuts and bolts. It is 
the authority for the broad program and the funds which have been 
given to us by the Congress against which we may commit and obligate. 

Senator Syminaton. Then this Department of Defense directive has 
been tailored to take care of exactly the way the Navy handles it as 
against the way the Air Force handles it. 

Admiral Russeiu. I would not say that. 

Senator Symineton. Well, the Air Force 

Admiral Russex.u. I would like to point out that the preproduction 
procedure is pursued by both services. 

Senator Symineton. Yes. Then why do they feel, after a study of 
many weeks that the way this point 4 under the policy of this direc- 
tive reads, it will cost them over $4 billion; but the Navy says that, 
although you purchase in exactly the same manner, it won’t cost the 
Navy a nickel. 

Admiral Russe... Sir, I do not have the answer to that. 

Senator Symineton. I would respectfully ask the Chair if we could 
have, in the interest of the committee’s understanding, the former 
assistant to Mr. McNeil, Assistant Secretary of the Air Force Garlock, 
to testify before this committee. Who would it be in the Navy? 

Admiral Russrevu. It would be Mr. Armstrong, who is Assistant 
Secretary of the Navy, financial management. 

Senator SyminaTon. Those two could get together and explain why 
Secretary Douglas, an able and experienced businessman, feels that 
this directive will cost him over $4 billion and although you testify 
you purchase planes exactly the same way as the Air Force it would 
not cost you a cent. 

Senator Cuavnz. It appears to me that Admiral Russell has testi- 
fied it would not cost them a cent. According to the Air Force it will 
cost them considerable. So it appears to me it should be the Air 
Force to come over here and tell us why it should cost that much. 
I do not feel it is fair to the Navy in this instance to come over here 
and say why it is going to cost the Air Force $4 billion and it is not 
going to cost us anything. I would not want to pit one of the services 
against the other. 
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Senator Symineton. Mr. Garlock and Mr. Armstrong talk to each 
other, do they not? 

Admiral Russstu. They certainly do, sir. 

Senator Symrneton. Then I accept the Chair’s directive, and ho 
Mr. Garlock will give the committee the information; but I woul 
presume he would want to discuss point 4 of this directive with Mp 
Armstrong to be sure he understood what you thought; and I am 
sure you would be interested in understanding what he thought. 

Admiral Russetu. Yes, sir. Of course all regulations require , 
little work to live within. 

Senator Symrncton. Well, this regulation was protested before it 
was issued, protested by Secretary Quarles and Secretary Douglas jp 
a long memorandum [ have read. It was signed by Secretary Douglas 
on the 7th of May. After it was issued it was protested again jp 
another long memorandum dated May 31. 

If the figures Secretary Douglas used are correct it cuts their pro. 
gram over 50 percent. That is why I was anxious to find out where 
the difference was in the way you bought. I can’t find the difference 
yet. There might be some additional data furnished in your pre. 
production accounts beyond data furnished by the Air Force. But 
that would seem to be a technical detail, because even if you did not 
furnish that additional data, they could ask and presumably would 
ask for any data in question which the Navy was intelligent enough 
to furnish in the beginning. 








REQUEST 





FOR AIRCRAFT AND 





RELATED PROCUREMENT 





Admiral Russexu. If I remember the figures correctly, Senator 
Symington, we have in our 1958 “‘Aircraft and related procurement, 
Navy,” budget a request for some $50 million for procurement of long 
lead-time items in anticipation of production of aircraft later. 

Senator Symineton. Is that long lead-time complete GFE items or 
long-lead-time component parts of GFE items? 

Admiral Russeuu. It may be both, sir. 

Senator Symineton. It may be both? 

Admiral Russetu. Yes, sir. For example, if it is a heavy complex 
forging which requires special facilities and a long time to manufacture 
we might request in a preceding year authority to obligate funds 
against such a project. 





DIFFERING PURCHASE POLICIES 









Senator Symineton. My impression is if that is correct, and I am 
sure it is correct if you say it, you go a little farther than the Air Force, 
because my impression was that they do not purchase complete GFE 
items in their preprocurement account. 

Admiral Russet. It is possible we go somewhat further. 

Senator Symrneron. So if there is any justification for this criti- 
cism, and I hasten to add I think there is none whatever, you have 
even gone a little further to justify the criticism than they, because 
the Air Force testified the only long lead-time items they purchased 
are long lead-time component parts of GFE, not the long lead-time 
GFE, itself. 

Mr. Chairman, may I ask we have a statement from the Air Force 
as to why they feel this directive —— 
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Senator Cuavez. | believe that suggestion has been made before. 
If it has not, we certainly will ask the staff. 

Senator Symineton. I thank the Chair, and have no further 
questions. 

Senator Cuavuz. If the Senator desires I can write them a letter. 

Senator Symrinaton. I would appreciate it. 

(See p. 1528.) 


EXAMPLES OF PREPRODUCTION ITEMS 


Senator SALTONSTALL. For my own mind, while the Senator from 
Missouri is here, I would like to ask Admiral Russell to put in the 
same examples that he gave me this morning which I thought was 
clear to me. I want to make sure that there is no misunderstanding. 
You recall this morning, Admiral Russell, we discussed 15 engines and 
10 airframes. You recall that? 

Admiral Russe. Yes, sir. 

Senator SALTronsTALL. Am | correct in my understanding that 
where you put in 15 engines as a preproduction item you list them as a 
preproduction item in the budget that is submitted and in the budget 
that comes up here and that you put in, we will say, 10 airframes, so 
that there will be 10 engines going into the 10 airframes in the fiscal 
year 1958? ‘There will be five extra engines that will be listed as a pre- 
production item that will be carried forward either as spare engines or 
to be put in new airframes that would come in in the following fiscal 
year. That was my understanding of our question and answer this 
morning. 

Is that an incorrect assumption? 

Admiral Russeuu. Senator, the preproduction term really does not 
apply to those engines necessarily. 

Senator SALTONSTALL. | would appreciate if Senator Symington 
would listen to this. 

Senator Syminetron. | am listening. 1 was asking my legislative 
assistant the reason for your question this morning. 

Senator SaALTONSTALL. My reason for the question is to try to 
define what they meant by a preproduction item and how they were 
satisfied with this memorandum where the Air Force was not. 

Admiral Russeiut. The engines would not necessarily be prepro- 
duction items. We could order them as preproduction items. If we 
did they would be in this particular budget category which is the 
authority to commit Navy to buy something in advance of the 
commitment for the airframe. 

However, in the ordinary course of business the 10 aireraft and the 
15 engines would be ordered in 1 package under a program which 
would have these 10 aircraft in it. The engines are supporting parts 
of it, they are part of the program cost, and therefore they appear as 
a unit, in the 10 aircraft program. This would include 10 airframes 
and 15 engines, probably 10 will go in the individual fighter airframes, 
say, and 5 as spares to support those aircraft in their service in the 
fleet. 

Senator SaALtronstaLL. Then you would not list those as _ pre- 
production? 

Admiral Russeiui. The five additional are not preproduction as 
we use the term. 

Senator SALTONSTALL. What would be a good example? That is, 
the example we used this morning. It was my understanding that 
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your preproduction items were listed as preproduction items with g 
cost of the engines listed as such in your budget, and in that way yoy 
came within, from your point of view, this directive. R 
Admiral Russruu. I would say that we might have a radar which 
would be very difficult to build; it took a long time to build and we 
wanted to make sure before we went to the expense of having aircraft 
building and completing before the radar set is ready, we might have 
as a preproduction order, radars in this fiscal year to be followed by 
next fiscal year’s aircraft production. This to us is preproduction, 
Senator SaLronstaLu. Following up on that—and it is not yet 
clear in my mind, to be perfectly frank—suppose you have a longer 
lead time that is not necessarily a special item like the radar which 
ou just mentioned. How do you account in your budget for that 
ong-lead-time item; say, a 2l-month item against a 16-month air. 
plane bill? How do you account for that where they would run into 
different fiscal years? 


ADVANCE PROCUREMENT 


Admiral Russetu. This is under budget activity No. 1 and speeifi- 
cally project 1-B, which we call advanced procurement. 

In fiscal 1958 we are requesting $87.5 million, and long-lead-time 
components specifically, of that amount, come to $50 million. 

Senator SALTONSTALL. You use the words ‘‘advanced procurement.” 
Is that synonymous with preproduction? 

Admiral Russe... It is, approximately. There are some nuances 
that would take a little time to explain, but generally these terms are 
used synonymously. 


NAVY REQUEST FOR PLANES 


Senator Symineron. What was the figure that was submitted in 
planes, originally, by the Navy, to the Secretary of the Navy? Do 
you know that figure offhand? 

Admiral Russe.u. I may not have it. 

Senator Symineron. Will you furnish it for the record? 

Admiral Russetu. Roughly about 1,900. 

Senator Symineton. What was the dollar amount roughly? 

Admiral Russet. I cannot say specifically what the airplanes cost 
but the total program would be about $3.5 billion. 





CUT IN ORIGINAL REQUEST 


















Senator Symineton. What was that cut to? 

Admiral Russexu. 1,220 aircraft and the total appropriation, 
which includes other things other than aircraft, is $1,932 million. 

Senator SymineTon. So you were cut 680 airplanes and well over 
a billion dollars? 

Admiral Russe... That is right. 

Senator Syminetron. Although you accepted that, naturally you 
still feel that you had planned what was in the interests of the country, 
up to the question of fiscal problem; did you not? 

In other words, you did not pad your original budget; did you? 

Admiral Russreuu. Absolutely not. 

Senator Symineton. Twenty-two days ago, Mr. Wilson told this 
committee, “I cannot foresee at this time any justification for a reduc- 
tion in the Military Establishment nor in the total annual military 
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expenditures of the Department of Defense below the present level 
short of a drastic improvement in the international situation.” 


QUESTION OF IMPROVED INTERNATIONAL SITUATION 


Do you know of any drastic particular improvement in the inter- 
national situation in the last 22 days? 

Senator Cuavez. Is that a fair statement to ask the witness? 

Senator SymineTon. If he does not know he can so answer. 

Senator Cuavez. The average officials in the Navy are not taken 
into consideration by the higher echelons when policy is made. 

Senator Syminaton. I think maybe you are unfair to the Navy. 

Senator Cuavez. I do not think I am unfair. You would not 
expect the average admiral here in the best of face, regardless of what 
he wants to do, to be able to say what is going on in the minds of the 
State Department and other reasons. 

Senator Symrneton. I asked him if he knew of any drastic im- 
provement. 

Senator Cuavez. I do not think there has been any improvement. 

Senator Symrneton. He says he is now going to cut out 200,000 
people out of the military. 

Senator Cuavez. We do not want him to cut out one person in St. 
Louis. 

Senator SALTONSTALL. Will the Chairman yield? 

Senator Cuavez. I will include Boston. 


RELIANCE ON STATEMENT OF SECRETARY 


Senator SyminGcTon. I appreciate the Chair’s humor, always kind 
and never critical, but I do think that we are in an extraordinary 
situation. I felt when the Secretary of Defense came up here and 
made those statements he would not fool the committee. 

Senator Cuavez. I hope he is not fooling the committee. I hope 
the committee would not let itself be fooled. 

Senator Symineton. I think we want to know why we suddenly 
have this drastic cut in our Military Establishment directly contrary 
to what Secretary Wilson said was right a few days ago. I am not 
asking the admiral if he thought it had anything to do with dollars, 
because I do think that that would be beyond his prerogative; but 
I think the evidence is clear. 

Senator Cuavez. I think that is a point that should be considered 
seriously. I have been trying to handle this bill in the interest of 
national security, pure and simple, and the dollars and cents have 
very little impression upon my mind, whatsoever. I want national 
security no matter what it costs. 

Senator Symineron. I thank the Chair. I do not see how the 
committee is going to function with any intelligence unless it gets 
the right information. 

Senator Cuavez. I have not accepted the Secretary’s decision 
whatsoever and before we get through I think the Senator from 
Missouri will be satisfied. 


QUESTION OF RECALL OF SECRETARY 


b Senator Symineton. Does the Chair propose to have the Secretary 
ack? 
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Senator Cuavez. I had him on the list to testify before we get 
through. 

Senator Syminetron. The Senator from Massachusetts would haye 
no objection to that, would he? 

Senator SALToNSTALL. I would certainly be in favor of it. 

Senator Symineton. These press stories out of Quantico are quite 
shocking to me. 

Senator Cuavez. I want to assure the Senator from Missouri that 
we are also going to have Mr. Snyder. 

Senator Symineton. I have no further questions. Thank you, 
Admiral Russell, for coming back. 


PROCUREMENT, OPERATION, AND MAINTENANCE OF SHIPS 


Admiral Brarpstey. The next two appropriations deal with the 
procurement, operation, and maintenance of ships. 

Under the appropriation for shipbuilding and conversion, the Navy 
asked for $1,654 million which the House reduced by $120 million, 
The Navy is ‘appealing the $118 million for this appropriation. 

Under “Ships and facilities,”” the Navy budget requests $827 mil- 
lion. The House made a reduction of $7 million. We are asking 
that $6,574,000 be restored. 

The Deputy Chief of Naval Operations for Fleet Operations and 
Readiness, will present the Navy’s shipbuilding program for 1958. 
Admiral Mumma will be the principal witness for the appropriation 
concerning shipbuilding and conversions. 


SHIPBUILDING PROGRAM 


STATEMENTS OF VICE ADM. T. S. COMBS, DEPUTY CHIEF OF 
NAVAL OPERATIONS (FLEET OPERATIONS AND READINESS) 
AND REAR ADM. A. G. MUMMA, CHIEF, BUREAU OF SHIPS 


SHIPBUILDING AND CONVERSION, NAvy 


Program and financing 


| 


| 
1957 estimate | 1958 estimate 





1956 actual 





PROGRAM BY ACTIVITIES 





Direct obligations: 
1. Fiscal year 1952 program: 





UN iii hs oe we desiccated bd, Se tice Sl $24, 491,468 | $35,000, 000 $8, 000, 000 

SEN. 2 lalttdit matoninticaben dd cbinwath a dantinna ean eee on aiaeediaiaaiis 1, 370, 000 
2. Fiscal year 1953 program: 

a i a ; 62, 998, 159 26, 000, 000 10, 000, 000 

Oey RPINIO 5 ooo so cc cccanck aaa are Lasacicd a eka nanan 934, 000 1, 210, 000 
3. Fiscal year 1954 program: 

tse prclbichiitidngtintnclewatarnte 36, 730, 755 17, 000, 000 12, 000, 000 

ey I = Fe. sas edn ished Sieemaw asain ie eeaie a aie cnet 3, 287, 000 710, 000 
4. Fiscal year 1955 program: 

Cote tls te ae a. oe een ebeen 115, 267, 436 56, 000, 000 28, 000, 000 

no ccna wits eee 7, 381, 630 4, 532, 000 3, 130, 000 
5. Fiscal year 1956 program: 

a tin sheidecaeass engeticivn ins Gace enue abe 756, 575, 364 164, 000, 000 94, 000, 000 

ep IND Fash coco se ee wiicciammcteis tee 50, 464, 000 25, 000, 000 
6. Fiscal year 1957 program: 

(a) Vessels_- ; a i ccs aac ta ‘ aba 39, 736, 451 744, 000, 000 214, 000, 000 

iE aa ae ee 14, 894,137 | 187, 173, 000 65, 680, 000 
7. Fiscal year 1958 program: 

al fe ees SF esha dbaeieodie bested 7 38, 726, 000 647, 000, 000 





Dy ANNs tc 35s 3 oh ccidzceees es Jade nck see __-| 26, 600,000 | — 268, 700, 000 
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Program and financing—Continued 





1956 actual | 1957 estimate | 1958 estimate 


ae eae 


PROGRAM BY ACTIVITIES—continued 


t obligations—Continued 
ae Fiscal year 1959 program: 
(a) Vessels ‘ibid a sodcininin nga deeiatig aeegsaewae ead ...-| $29,000, 000 
(b) Ordnance - . ‘ cackneniieeetall 18, 200, 000 
9. Shipbuilding administrative expenses: 
(a) Vessels 30, 000, 000 
(b) Ordnance 4, 000, 000 
10. Reserve tools and facilities oa 5 saiaaen Sentencpetietim Raceaiitel hs che as 
11. Electronics major procurement 70, 6 121, 000, 000 





Total direct obligations. .........____- 








Reimbursable obligations: 
6. Fiscal year 1957 program (ordnance) split tgnt ce ae i i 
11. Electronics major procurement.__- : cee a , 654, 567 42, 160, 000 





Total reimbursable obligations_____- sa aecres , 654, 6 43, 460, 000 43, 000, 000 








Total obligations.._....________- : __.}1, 289, 647, 781 |1, 500, 900, 000 1, 624, 000, 000 
FINANCING 


Unobligated balance brought forward —771, 271, 225 |—912, 976, 386 | —941, 417, 313 
Unobligated balance (anticipated reimbursements 
earned from military assistance fund reservations) trans- 
ferred to— 
“Marine Corps procurement”’_ __. oad 159, 564 
“Marine Corps troops and facilities’ ___ piitaed ini aigabhiad 6, 886, 492 
“Aircraft and related procurement, Navy’’____- ‘vate 
“Ordnance and facilities, Navy’’_.....__-__- ‘ 674, 193 
“Civil Engineering, Navy’’.................--- 672, 962 
“Navy stock fund’’__ 3, 362, 165 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trans- 
ferred from— 
“Navy personnel, general expense’”’ ieee aE — 602, 674 
“Aircraft and re lated procurement, ‘Nav y x . a — 104, 027 
“Ships and facilities, Navy’? _- nie — 24, 529, 331 
Advances and reimbursements from other accounts: 
Deliveries of materiel common to United States require- 
ments ordered by military assistance in current year ; ss 
All other —7, 505, 298 | —35, 477, 000 
Anticipated reimbursements for future years’ deliveries of 
materiel common to United States requirements ordered by 
military assistance in current year_.-_______- , ; —3, 992, 615 —7, 383, 000 
Recovery of prior year obligations. : ocasenceenh) =O Sas —7, 440, 000 
Unobligated balance carried forward_______-- ; 912, 976,386 | 941, 417, 313 | 1,001, 144, 313 





Appropriation _- oe destained ete 1, 654, 000, 000 
Reappropriation wail eos idlanaan 9, 147, 8 hire alccleth peatubentade 





S= $5 55 S38 $5 SE SE 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


Surps AND Facriities, Navy 


Program and financing 


ee 
1956 actual | 1957 estimate | 1958 estimat, 


PROGRAM BY ACTIVITIES 


Direct obligations: 
. Maintenance and operation of the active fleet $245, 397, 748 
. Active fleet alterations and improvements 104, 404, 195 
. Technical support programs___............---....-.---- 60, 321, 664 
. Maintenance and preservation of reserve fleet__.......- 44, 781, 887 
. Maintenance and operation of Naval Reserve training 
ne a ee ee De De he aeeeagiek 8, 358, 436 
. Fuel for ships_- 91, 367, 000 
. Procurement and rehabilitation of maintenance mate- 
rial_- : 67, 483, 469 
. Fleet support facilities 119, 585, 820 
. Departmental administration 16, 120, 975 


Total direct obligations -___- SS hc dc dieses kacanasae ~ Se 766, 067, 154 
——SS_ OST» —=E——E——EEESESESS 
Reimbursable obligations: 
1. Maintenance and operation of the active fleet 3, 310, 000 
2. Active fleet alterations and improvements.- oa 361, 000 
3. Technical support programs._____- 2, 734, 000 
4. Maintenance and preservation of reserve fleet________- 246, 000 
5. Maintenance and operation of Naval Reserve training 
vessels. _ scr ced sedivicidietigphacnisieniaten meas eee ae coal eas ae re 10, 000 
6. Fuel for ships. - x 750, 000 
7. Procurement and rehabilitation of maintenance ma- 
terial_. ap ll al A ae Oe tee ER 52, 516, 131 
8. ‘ 1, 360, 000 
9. Depe artmental administration 7, 000 
Subhead 95: Assistance to Allied Forces (except MADP)- 439, 533 


Total reimbursable obligations._._..............-.-.-- 61, 733, 664 30, 676, 000 


ik iit ene annnibcgdedadawuianh min ~ $19, 554,858 | 796, 743, 154 
FINANCING 


Comparative transfer from (—) other accounts_ __- .......--| —4, 302, 685 —27, 154 
Unobligated balance brought forward (69 Stat. 438) _ ‘ —43, 291,195 | —4,371, 215 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trans- 
ferred to— 
“Shipbuilding and conversion, Navy” 24, 529, 331 
“Navy stock fund’’. Sieadaces 11, 372, 984 
Advances and reimbursements from other accounts: 
Deliveries of material common to the United States re- 
uirements ordered by military assistance in current year--|_-- 327, 
—58, 716,000 | —28, 349, 000 
Anticipated reimbursements for future year deliveries of mate- 
rial common to United States requirements ordered by 
military assistance in current year. ....-.........-..-----.--]--.. anon a 900, 
Unobligated balance carried forward (69 Stat. 438) 4, 371, 215 5, 500, 000 
Unobligated balance no longer available 11, 166, 492 2, 371, 215 


Appropriation (adjusted) 764, 685,000 | 766, 040, 000 | 827, 000, 000 





GENERAL STATEMENT 


Admiral Comps. I wish to thank you for giving me an opportunity 
to appear before this committee to present the fiscal year 1958 ship- 
building and conversion program. 

You have already heard from Admiral Burke in some detail con- 
cerning our overall shipbuilding requirements. I will, therefore, 
confine my remarks only to a discussion of the ships included in this 
program. 

This program consists of the construction of 19 ships and the 
conversion of 12. 
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NEW CONSTRUCTION SHIPS 


One CVA (N) nuclear powered attack aircraft carrier: The carrier 
task force is the backbone of the Navy’s striking power. It gives us 
the offensive capability to seek out and destroy enemy submarines and 
other naval forces at their bases, which may be very widely dispersed. 
The carrier provides a mobile airbase free from foreign jurisdiction. 
It permits us to project our military power overseas to any trouble 
area and its immediate use is not dependent on the availability of 
shore facilities in the area of trouble. 

Under previous programs you have authorized six of the Forrestal 
class carriers. The carrier in this program will give us our seventh 
carrier fully capable of operating aircraft of the foreseeable future. 


USE OF CARRIER TASK FORCE 


Admiral Burke has already described the use of our carrier task 
forces and the many advantages of nuclear propulsion in our attack 
carrier in some detail, so I will not repeat his testimony. I would like 
toadd my strong conviction that, although this is an expensive ship, 
its contribution to the Navy’s striking power will justify the cost 
many times over. 

GUIDED-MISSILE FRIGATES 


Eight DLG guided-missile frigates: These ships will be used chiefly 
in our carrier task forces to destroy enemy air, submarine, and surface 
threats. 

At present we have no guided-missile frigates in the fleet. We are 
now building 10 which were authorized in the fiscal year 1956 and 
1957 programs. The first of these will be completed in late 1959. 

The frigates in this program have a full-load displacement of about 
5,700 tons—about two-thirds as large as the World War IT anti- 
aircraft cruisers—with a speed in excess of 30 knots. Their personnel 
complement is half that of the World War II antiaircraft cruisers. 
They will be equipped with twin Terrier launching systums both for- 
ward and aft. They will have a very long detection sonar and anti- 
submarine weapon. This weapons system is expected to permit de- 
tection of submarines in time to destroy them before they are within 
their own torpedo firing range. 

In comparison of these weapons with our antiaircraft guns of 
World War II, their fire control systems—much too slow for jet 
planes—and also the sonars and antisubmarine weapons of that era, 
we have made great progress. These ships will also have greatly 
improved combat information centers, and electronic and communica- 
tion facilities, which will improve our overall weapon systems per- 
formance. Radars in these ships will have a range of about twice 
the range of those of World War II. Of special significance will be 
their much improved capability to control our fast interceptors 
launched from the carriers. These are the improvements now in 
sight. We intend to keep on improving. 

The features briefly described above, plus the excellent sea-keeping 
ability and the speed of these ships, give us a valuable and additional 
capability to our carrier task forces. 


92576—57——-79 
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COMPLETION DATES 





The first of these ships will be completed about May 1962. The 
completion of the last one, early in 1963, will give us a total of 18 
Terrier-equipped frigates. 

Five DDG guided missile destroyers: The guided missile destroyers 
are used to screen task forces and convoys against enemy air, sub. 
marine, and surface threats. 

At present, we have no guided missile destroyers of this type ip 
the fleet. We now have 8 “of these ships under construction which 
were included in the fiscal vear 1957 program, 

These destroyers are designed to replace our World War II destroy- 
ers. The full load displacement of these ships is 4,500 tons and they 
have a speed in excess of 30 knots. They will have two 5/54 caliber 
rapid-fire guns and will be equipped with a twin Tartar missile launcher 
aft. They will have the same antisubmarine weapon system as the 
frigates. They will also have much improved radar and other elec- 
tronic and communication equipment. These ships will have many 
uses as did the World War II destroyers they will replac e, including 
various screening tasks and submarine hunter—killer missions. 

The completion of these destroyers, about December 1962, will give 
us a total of 13 of this type. 

Three SSG(N) guided missile submarines: These guided missile 
nuclear powered submarines are designed chiefly to deliver missiles 
against enemy land installations which threaten control of the seas. 

This submarine will be a very potent ship. Nuclear propulsion 
will give it the capability of lying submerged off an enemy shore for 
long periods of time, and the Regulus II missile fired from this ship 
during a brief period of surfacing will carry a powerful warhead 
hundreds of miles. These ships will also be equipped with long-range 
submarine detection sonar and four torpedo tubes. 

We have two new conventionally powered and one nuclear-powered 
guided-missile submarine in previous programs now in the fleet. We 
also have two conversions of conve ‘ntionally powered submarines. 
The completion of the submarines in tlfis program, about December 
1961, will therefore give us 4 nuclear and 4 conventional powered mis- 
sile submarines. 
NUCLEAR-POWERED SUBMARINE 

The mission of this submarine is to locate and destroy all types of 
enemy ships, particularly submarines. 

Because a submarine can operate deep below the surface it can 
choose a depth at which the best sonar conditions prevail. 

We have made considerable progress in the development of a long- 
range sonar system which is ideally : suited for submarine use. In order 
for a submarine to take full advantage of the capabilities of this equip- 
ment it must be designed for very quiet operation and its hull must 
be especially configured for its proper installation. 

We have made good progress in the design of nuclear reactors which 
permit us to build a smaller and cheaper nuclear-propelled submarine. 


IMPROVEMENTS IN SUBMARINE 


The submarine in this program is designed to take advantage of 
these technological advances. It will have the quietest machinery, 
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the most advanced sonar, and the best configured hull for optimum 
sonar performance of any submarine yet designed. It will also have 
the smallest and cheapest nuclear-powered reactor which is practicable 
within present technical capabilities. 

With these and other new features this submarine will provide us a 
very versatile submarine especially well suited for use against enemy 
submarines, and will make a great advance in submarine construction. 

There are a total of 15 nuclear powered submarines programed 
through fiscal year 1957. The completion of the submarines in this 
program, about December 1961, will give us a total of 19 nuclear 
powered submarines of all types. 


AMPHIBIOUS ASSAULT SHIP 


The amphibious assault ship is designed to embark, transport and 
land troops and their equipment by means of embarked helicopters. 

The vertical envelopment assault, developed by the Navy and 
Marine Corps, is designed to make possible amphibious assault in a 
nuclear war. This method of assault will also be more effective than 
the World War II methods of amphibious landings in a nonnuclear 
war. It provides for establishing a foothold in the enemy’s territory 
more quickly and with less likelihood of casualities and in addition 
permits dispersal of forces which is essential in modern warfare. In 
the early stages of the assault it will eliminate the concentration of 
men and equipment on the beach which existed during World War II. 

This assault ship will transport a battalion landing team of about 
2,000 men and their equipment and wil have embarked sufficient 
helicopters so that the men and equipment can be landed from about 
50 miles at sea. This ship will have a spead in excess of 20 knots and 
the most modern facilities for handling troops and equipment from 
below decks to their points of loading into helicopters. It will carry 
20 large transport helicopters (HR2S). You can readily see the utility 
of this type ship to cope with situations that might arise in areas of 
of the world such as the Middle East. 

This amphibious assault weapon system has been developed and 
tested over a period of years. The U.S. S. Thetis Bay, which was 
converted under the fiscal year 1955 program, has enabled us to prac- 
tice and refine the techniques of this system. 


CONVERSION OF ESCORT CARRIER 


Under the fiscal year 1957 program another escort aircraft carrier 
is being converted. This conversion will be an improvement over the 
Thetis Bay, permitting heavier helicopters, greater gasoline and cargo 
capacity, and more troop space. The next logical step is the construc- 
tion of a new ship of optimum designed characteristics. This new 
ship will have adequate sustained speed and will be able to launch 
and stow existing and projected helicopters. Combat effectiveness 
will be increased in greatly speeding up the landing of troops. This 
is the first new construction of this type. 


ATTACK AIRCRAFT CARRIER CONVERSION 


Funds were appropriated in fiscal year 1957 to prove, electronic 
improvements, enclosed bow and angled decks for the U. S. S. Oriskany 
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and Lake Champlain Upon further review of operational needs jt 
was decided that it would be wiser to request additional funds and use 
the total amount so completely modernize the U. S. S. Oriskany only. 
This conversion consists of reinforced angled deck, optical landing 
system, steam catapults, improved arresting gear and larger elevators, 
This modernization is necessary to provide the capability of operating 
modern aircraft from our existing carriers pending the completion of 
the new and larger Forrestal class at the rate of one per year. 

This carrier upon completion of modernization will be fully capable 
of operating the modern aircraft in service for the next 6 or 7 years, 
After that it will become a very effective antisubmarine warfare 
carrier for the rest of her useful life. 


CRUISER CONVERSIONS TO GUIDED MISSILES 


These guided missile cruisers are designed to defend naval forces, 
including fast task forces, against airborne and surface threats and to 
engage in combat operations against enemy land installations. 

The Navy has a continuing program to integrate missile cruisers 
into the fleet to replace the gun cruisers presently in service. A 
cruiser is the smallest type of ship which can effectively carry the 
Talos missile. When enough of these Talos cruisers are in the fleet 
the aircraft carriers can reduce the number of interceptors assigned to 
defense and thereby allow space to carry more attack aircraft. High 
performance aircraft have the ability to deliver weapons of mass 
destruction against our ships at high altitudes without coming within 
the range of our antiaircraft guns; hence, the urgent need for ships 
equipped with long, intermediate and short range missiles in the fleet 
to destroy aircraft high in the air before they reach their bomb release 
point. 

These cruiser conversions will have our most effective long-range 
surface-to-air missile weapons system, the Talos, with twin launchers 
both forward and aft. They will also have our short-range missile, 
the Tartar, with two twin launchers located amidships. These ships 
will also have a long range sonar, and antisubmarine weapon. Weight 
compensation and space are to be reserved for the inclusion of Rerual 
II surface-to-surface missile if later requirements so dictate. 


VALUE OF CONVERTED SHIPS 


When operating with our carrier task forces, these ships will be 
particularly useful in long-range air protection. The defense of our 
task forces is based on the defense in depth concept. In the case of 
air defense, when our forces are endangered by a large group of planes, 
it is expected that our interceptors will destroy many of these planes 
several hundred miles before they reach their bomb-release point. 
Many of the enemy attack planes which get through will be destroyed 
by our long-range Talos missile, those that are not destroyed by the 
long-range missile will be destroyed by our shorter range missiles; 
Terrier and Tartar. 


NUMBER OF CONVERTED SHIPS 


At present we have no Talos-equipped ships in the fleet. The first 
will be the U. S. S. Galveston which will be commissioned in April 
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1958. The completion of the last of the conversions in this program 
about October 1961, will gives us a total of 12 cruisers equipped with 
missiles. These w ill be the nuclear propulsion cruiser, 6 cruisers 
fitted with Talos missiles and 5 cruisers fitted with Terrier missiles. 

Senator Cuavez. If it is proper in an open meeting, how many 
cruisers do we now have converted? 

Admiral Comps. Two, the Roston and Canberra are commissioned 
and in the fleet now, Mr. Chairman. 


OCEAN RADAR STATION SHIPS CONVERSION 


As you know the Navy maintains a barrier patrol off our east and 
west coasts as part of our continental air defense. These ships are 
conversions of World War II Liberty ships and are designed to pro- 
vide a distant means to detect, report, and track enemy airborne 
threats approaching from overseas routes and to control the inter- 
ceptors used to destroy airborne threats. They will be equipped 
with a very long-range radar and long-range communication equip- 
ment. They form a vital link in the air warning system essential to 
the safety of our country. 

The completion of these conversions about August 1958 will give 
us a total of 16 ocean radar station ships. 


SURVEYING SHIP CONVERSIONS 


The survey ship is designed to conduct hydrographic surveys and 
collect other special oceanographic scientific data. 

The three conversions in this program are specifically configured 
for obtaining data in support of the intermediate range-missile 
program. In order for ships at sea to direct their missiles to their 
targets with accuracy, it is necessary that the ships’ position be 
known accurately at all times and under adverse as well as favorable 
weather conditions. More precise navigation systems are being 
developed to fulfill this need. For them to function more efficiently, 
much new survey data is needed. These ships are to make the 
precise type of survey required to obtain this data. The conversion 
consists mainly of installing the necessary equipment in Victory 
ship hulls. 

These conversions will be completed about August 1958. 


SEAPLANE TENDER CONVERSION 


This seaplane tender is to be designed to provide mobile base 
facilities in support of long-range, high-performance seaplanes. This 
tender and the submarine fuel ‘supply ship will provide the mobility 
and flexibility needed to fully exploit our high-speed jet seaplane— 
Seamaster. 

This tender will be so equipped that one seaplane can be moored, 
fueled, and rearmed on either the port or starboard side and one can 
be brought abroad over the stern for maintenance or repair. This 
mobile base will also provide personnel replacements, supplies, and 
provisions. 

The House deleted this ship from the Department of Defense 
appropriation bill in the belief that the Navy should have more basic 
data concerning the P6—M before going ahead with this conversion. 
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Senator CHavez. What was the decision of the House? 
Admiral Comps. They have accepted those and left them in the 
program. This is the only ship that they took exception to. 


AIRCRAFT SCHEDULED FOR DELIVERY 


The aircraft, funded in previous programs, are scheduled to be 
delivered from 1959 to 1961. The characteristics of these aircraft and 
the problems involved in providing adequate tender service for them 
have been sufficiently defined and contract design for this ship is 
completed. A 36-month lead time from authorized funding until 
readiness for service in the fleet makes it necessary that this ship be 
funded in fiscal year 1958. Otherwise modern seaplanes will be avail- 
able in the fleet before adequate tender support is available. 


HOUSE REDUCTION 


The House has also reduced funds for shipbuilding and conversion 
which were assumed to be available from savings and downward 
repricing of prior year’s programs. However, the savings which the 
House refers to have already been absorbed in the increased costs in 
other areas of our programs such as the addition of Terrier guided- 
missiles installations in the attack carriers approved in the two pre- 
vious programs. A reduction based on savings, which are not actually 
now available, would require the elimination of ships in the 1958 
program to the extent of the dollar value of the reduction. 

The increase in strength of the Soviet Navy represents a very real 
challenge to our control of the seas. Any decrease in this shipbuilding 
program will directly decrease our ability to meet the gr owing threat. 

In conclusion, our proposed fiscal year 1958 program is a sound 
program and we feel strongly that it represents the minimum that we 
should request. 

Senator CHavez. Do you have any questions, Senator Symington? 


PROJECTED 





NUCLEAR SUBMARINES 


Senator Symineton. How many nuclear submarines are you going 
to build? 

Admiral Comss. We are going to build in this fiscal year four. 

Senator SymMine1on. Four? 

Admiral Comps. Yes, sir. 

Senator Symincron. How many did you build in the last budget? 

Admiral Comps. In the last budget we built six. 

Senator Symineton. Why did you cut it? 

Admiral Compss. This is in accordance with our desire to have a 
balanced force within the total funds which we are asking for. 

Senator Symineton. The story we get is that the nuclear submarine 
can turn off its activities, so is hard to detect when it is well below 
the surface, lying still, and that it will be developed into a capacity 
for launching hydrogen missiles. This would perhaps be as dangerous, 
possibly more dangerous, than any other weapon we can visualize in 
the reasonable future. It surprises me, with all of the talk going on, 
plus the tremendous development in the Russian submarine picture, 
plus the fact we now recognize a very good way to destroy submarines 
is with other submarines, why you cut the number of nuclear sub- 
marines you are building? 
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NEW SUBMARINES MORE EXPENSIVE 


Admiral’Comss. These submarines which we are asking for in this 
program are somewhat more expensive than the others. In addition 
to that, sir, we feel that we should not build submarines too fast, 
too many numbers at the present state of the art of nuclear pro- 
pulsion. We have in the program this year a small submarine from 
which we hope to learn a great deal toward the design and the con- 
struction of much better submarines in the future. I do not think 
it would be prudent for us to build too many until we learn more 
things about them. 


SUBMARINE PERCENTAGE OF TOTAL PRODUCTION 


Senator Symincton. What percentage of your ship construction 
in the fiscal year 1958 is in submarine construction? 

Admiral Comps. About one-seventh in value of all of our ships, 
in dollars. 

Senator SyMINGTon. What was it last year? 

Admiral Comps. It was about one-fifth in dollars. 

Senator Symineron. Actually in this budget you are cutting the 
percentage of submarine construction as agaist the previous years; 
is that right? 

Admiral Comes. Just a little bit. 

Senator Symineron. What was it the year before that? 

Admiral Comss. The Chief of the Bureau of Ships informs me that 
it was just about a seventh. 

Senator SyMINGTON. So in fiscal year 1956, your percentage of the 
total amount of money utilized for building submarines was about 
12 percent of the total and in 1957 it was a little more than that and 
in 1958 it was about that again; is that right? 

Admiral Comps. Just about; yes, sir. 

Senator Syminctron. Do you feel that that is right? 

Admiral Comps. Yes, sir; we feel that we have to keep our forces 
in balance. We have other jobs to do than the one which the sub- 
marine does. We have to protect a lot of our own shipping which 
we must convoy back and forth across the sea. That requires many 
surface ships. 

Senator Symincton. The new submarines are pretty good, too, to 
do some of that work, are they not? 

Admiral Comps. They might be able to do some of it; yes, sir. 


RELATION OF UNITED STATES PROGRAM TO RUSSIAN PROGRESS 


Senator CuHavez. It was testified in open hearings here that the 
Russians have something like 550 submarines all over. Do you think 
that in view of that information that to cut the submarines that you 
are going to construct in 1958 down to four it would be in keeping 
with trying to take care of some of those things? 

Admiral Comss. We do; definitely we do. 

All of this building program is very carefully considered. As a 
matter of fact, we spend about 18 months in the determination of the 
numbers and types of ships which we come to you gentlemen in the 
Congress to ask for. These numbers and types are based upon our 
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best judgment as to what we should have considering the threat as we 
know it. 

Senator Cuavez. You also stated that another reason ‘for holdin, 
them down to four was the fact that you were still experimenting in 
order to develop the type that you would want for the future. 

Admiral Comes. We are always experimenting to get better oneg 
and this arrangement will aid us in doing just that. 

Senator Symrneron. Does that 12 percent figure include plans? 

Admiral Comps. The figure I gave you is in shipbuilding only. 

Senator Symineton. What is the amount of money that you put 
into submarines if you take a percentage of ships and planes? 


CONSTRUCTION FIGURES 


Admiral Comps. I will have to supply that for the record because | 
do not have all of those figures immediately available. 

(The information referred to follows: ) 

The cost of the submarines is 7.1 percent of the total amount requested for both 
ships and airplanes. 

Senator Syminron. What is your ship-construction figure? 

Admiral Comps. $1.65 billion. 

Senator Symineron. That is for ships? 

Admiral Comps. Yes, sir. 

Senator Symineton. What is it for planes? 

Admiral Comps. $1.6 billion for planes. 

Senator Symineton. $1.6 billion for each? 

Admiral Coss. That is right. 

Senator Syminearon. If it were about 12 percent for ships only, it 
would be about 6 percent for planes and ships—about 6 percent of 
construction money available into submarine construction; is that 
right? 

Admiral Comss. That is right; yes, sir. 


SUBMARINE PERCENTAGE LOW 


Senator Symineron. Does that not seem a little low to you? 

Admiral Comps. That is right, but you can make the same case for 
some of our other types. 

Overall it does seem low, but it is the proportion necessary to main- 
tain and protect the proper balance considering all the jobs the Navy 
has to perform 

Senator Symineron. But you still think this is enough? 

Admiral Comps. I think it maintains our balance within the funds 
which our country’s economy allows us. 

Senator Symrneron. Let us get out of the country’s economy. 
Let us talk about the need, from the standpoint of national defense. 

Admiral Comps. Mr. Chairman, we can always use more of anything. 


VALUE OF SUBMARINE AS WEAPON 


Senator Syminetron. Some people in high places, both in science 
and the military field, believe that the nuclear submarine is perhaps 


the most potentially dangerous weapon our military economy could 
develop, up to proved missiles. 
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COST OF NUCLEAR SUBMARINE 


Senator Symincton. How much does a nuclear submarine cost? 
Admiral Comps. Anywhere from $40 million to $60 million. 
Senator Syminecton. How much does a regular submarine cost? 
Admiral Comps. The ship itself costs $30 million to $40 million, 
and to that you add the number of Regulus missiles that it carries. 


CONSTRUCTION OF CONVENTIONAL SUBMARINES 


Senator Symincton. Is price the reason you are building conven- 
tional submarines? 

Admiral Comps. We are not building any more. 

Senator Symineton. We did in the 1957 budget, did we not? 

Admiral Comps. 1956 was the last year, sir. 

Senator Syminaton. Whatever submarines we do build from here 
on out will be nuclear submarines? 

Admiral Coss. That is right. 

Senator SALTONSTALL. There were some in the 1957 program and 
you asked for them to be cancelled in favor of the nuclear. 

Admiral Mumma. That was in the 1956 program. All of the sub- 
marines came up before the Congress as nuclear in 1957. 

Senator Symineton. I thought it was last year. 

Admiral Mumma. That was 2 years ago. 

Senator Symrneton. I have no further questions. 


OBJECTIVES OF NAVAL CONSTRUCTION 


Senator SALTONSTALL. I have listened to this discussion with a 
great deal of interest. Does not the Navy consider from the Navy’s 
point of view and the point of view of the United States that we have 
to have a Navy that will control the seas and carry the attack to many 
parts of the world; that the submarine is a very important weapon 
but from our point of view the control of the seas cannot be carried 
on by submarines and the ability to attack quickly in various places 
devastatingly cannot be carried on by a submarine. 

Admiral Comes. That is correct, sir. That was the meaning be- 
hind my statement that we had to have a balanced Navy prepared to 
do all of the jobs which it must perform. 

Senator SALTONSTALL. The Russians never attempt to control the 
seas because they want to do damage but they never attempt to con- 
trol the seas because they have one land mass that they want to protect. 

Admiral Comps. Yes, sir. 

Senator Cuavez. Do you have anything further? 

Admiral Comps. I have nothing further. 

Admiral Mumma, the Chief of the Bureau of Ships has a statement 
to make. 

SHIPBUILDING AND MAINTENANCE 


Admiral Mumma. I appreciate the opportunity of appearing before 
you today to explain the program that it is planned to finance during 
the fiscal year 1958 under the shipbuilding and maintenance appro- 
priation estimate prepared by the Bureau of Ships. 

Broadly speaking, the estimates will support two major program 
areas. The first is new construction and conversion of ships and 
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procurement of electronic equipment accomplished under the appro. 
priation ‘Shipbuilding and conversion, Navy.’ The second major 
program is maintenance and operation of the fleets, under the appro. 
priation ‘Ships and facilities, Navy.” 

The Bureau of Ships is a technical bureau which is responsible 
under the guidance of the Chief of Naval Operations, for developing 
ships and equipment which utilize the latest advances in science, | 
should like to mention just a few of the major lines of development 
with which we are working today: 


MAJOR LINES OF DEVELOPMENT 


First, utilization of an entirely new source of power—nuclear pro- 
pulsion. In this field we have enjoyed the complete cooperation of 
the Atomic Energy Commission and the Congress in getting this new 
field developed. 

Second, the further development of ships capable of handling the 
new supersonic aircraft—the Forrestal class carriers. 

Third, the utilization of new weapons—atomic bombs and guided 
missiles. 

Fourth, the development of ships capable of handling an even 
newer weapon—the fleet ballistic missile. 

Fifth, the development of a whole set of new antisubmarine con- 
cepts, including new antisubmarine weapons and helicopters armed 
with acoustic torpedoes. 

Sixth, the development of new electronic equipment, capable of 
greatly superior performance in detection of air, surface, an undersea 
attacks. 

Seventh, the development in conjunction with the Marine Corps of 
an entirely new amphibious assault concept. 


NEW CARRIER REFLECTS ADVANCES 


Today, we are undergoing a revolution in technology. For example, 
the new carrier that is included in the proposed 1958 program will in 
itself reflect nearly all of the advances I have just named. It will be 
nuclear propelled, it will be capable of handling supersonic aircraft, 
it will be armed with guided missiles, and it will have a whole new set 
of electronic equipment. 

The carrier will be able to operate continually at high speed for long 
periods of time. Refueling will be necessary only after it has traveled 
a distance equal to a number of times around the world. The cost of 
this ship will be approximately $300 million, $22 million of which was 
appropriated in 1957 for long lead time items and has already been 
Siteeted. This ship represents a tremendous advance in the develop- 
ment of nuclear propulsion and in the offensive power of the fleet. 
As in the case of submarines it may be expected that the cost of nuclear 
propulsion in large surface ships will decrease in the future as more 
experience is gained in the design and construction of the powerplants 
required. The Forrestal is now operating with the fleet and the 
Saratoga has been commissioned and. is now in service. These ships 
have more than met our expectations. Four others have been author- 
ized and are under construction at the present time. 
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FOUR SUBMARINES PLANNED 


There are four submarines planned for construction under the 1958 
program. These submarines will also incorporate several of the 
advances that Ihave mentioned. All will be nuclear powered. Three 
of the new submarines in the 1958 program are planned to be guided- 
missile launchers, with capabilities including long-range surface-to- 
surface missiles Regulus I and Regulus II. Funds are also included 
in the program for advance material procurement for a submarine in 
the 1959 program. 

This submarine is intended to launch the fleet ballistic missile 
Polaris, which the Navy is developing. It will be nuclear powered 
and thus capable of remaining at its undersea station as long as 
desired. We have a special task force working to develop the final 
design for this purpose and have several different submarine designs 
under consideration. 


GUIDED MISSILE DESTROYERS AND FRIGATES 


A total of 5 guided-missile destroyers and 8 guided-missile frigates 
are schedules for construction in the proposed 1958 program. The 
guided-missile destroyers are to be armed with Tartar antiaircraft 
missiles. The guided-missile frigates are armed with long-range 
Terrier antiaircraft missiles. This frigates are designed to screen 
attack carrier task forces against enemy air, surface, and submarine 
threats, and to conduct other antisubmarine warfare and air-defense 
tasks. 

There are three guided-missile cruiser conversions planned for the 
1958 program. Increased firepower will be provided in these ships by 
a double-ended battery of missiles, that is, missile launchers both 
fore and aft designed for both attack and defense. 


AMPHIBIOUS ASSAULT CONCEPT 


I mentioned that one of the factors requiring new ship types is the 
Marines’ entirely new amphibious assault concept. This is based on 
the idea of transporting combat troops from ship to shore very quickly 
and effectively by means of helicopters. Included in the 1958 program 
are funds for the construction of a new ship designed specifically for 
this purpose. 

CONSTRUCTION COSTS RISING 


As research gives us new and more complex equipment, the cost of 
shipbuilding and maintenance tends to rise. We in the Bureau of 
Ships are very concerned with this trend and are making every effort 
to reduce costs wherever possible. Our efforts along these lines in- 
clude a very active value engineering program under which our equip- 
ment is constantly brought under scrutiny to insure that we are ob- 
taining the required function at the lowest possible cost. 

Senator CHavez. What would the difference in carr, ing the number 
of missiles between the Boston and Canberra and the ones you now 
have? 

Admiral Mumma. The actual number of missiles carried would be 
classified information, Mr. Chairman, but it is increased over the 
Boston and Canberra. 
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WORK IMPROVEMENT PROGRAMS 


We also have in effect several other work-improvement programs 
that are leading to reduction in costs. They are not individually 
spectacular, but they add up to continuous progress and great 
efficiency. Recently, a group of top naval and civilian experts from 
Britain toured the Bureau’s shipyards and were very impressed with 
the high degree of efficiency and planning that characterized the work, 
In their report they were particularly struck by the attitude in the 
Bureau and shipyards that there was no product, no process, no design, 
no system that could not be improved. As a result of this climate we 
are hoping to make progress constantly in all these fields and dis- 
charge our responsibilities more efficienctly. 


BUDGET FIGURES AND HOUSE REDUCTION 


The President’s budget as submitted to Congress included $1,654 
million for the appropriation “Shipbuilding and conversion, Navy. a 
The House of Representatives has reduced it by $120 million, the 
total amount recommended by the House Appropriations C ommittee, 
We are requesting restoration of $118 million. 

The House committee reduced the estimate $40 million for savings 
in awarding contracts under the 1957 program. This rose through 
a misunderstanding due to lack of clarity in the Bureau’s presentation 
of this program. Actually, these savings were included in repricing 
the 1957 program. 

Senator SALTONSTALL. What the House did was to take out $40 
million because they said you save that on repricing in 1957? 

Admiral Mumma. That is right. 


SAVINGS ON REPRICING 


Senator SALTONSTALL. Now, what you say is that you did save 


that on some contracts but on others you used that up and used up 
$138 million more? 


Admiral Mumma. Yes, sir. 

Senator SaALTonsTaLL. Where did that come from? 

Admiral Mumma. A large percentage of it came from changes such 
as the incorporation of missiles in 2 carriers, for example, the 63 and 
the 64. These were great, large increases in cost, and more than 
overcame the savings of $40 million. In other words, we had ups 
and we had downs and the net result was a price increase of $138 
million for that 1 year alone. 

Senator SatronstauL. Then, the $40 million that they cut, you 
want back, because you say it just is not there? 

Admiral Mumma. That is correct , it has been completely absorbed. 


MEANING OF HOUSE REDUCTION 


Senator SatronsTa.. If it is cut out, it will really be cutting out 
double that because it has already been used up. 

Admiral Mumma. That is right, it would be a double cut. 

Senator SatronstaALu. If you cut it out again, you are going to 
cut yours another $40 million? 

Admiral Mumma. That is right, and it would actually remove 
ships from the program. 
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Had these savings. not been realized, the upward repricing would 
have been $40 million more than is shown in the estimate. Reduction 
of this amount from the program would be imposing a double cut 
upon the Bureau of Ships equal to the savings realized through 
competitive award of ships, and would require a cutback elsewhere 
in the program of $40 million. 

The House committee reduced the estimate $60 million, based on a 
forward projection of the savings made through repricing of the 1952— 
56 programs. However, changes in characteristics, such as installa- 
tion of guided missile capability, which the rapid technological changes 
are causing in ships in more recent programs, are bringing upward 
repricing in the future rather than downward. An example of this 
is the 1957 program, which had a net upward repricing of $22.6 million 
greater than the total downward repricing of all the previous year’s 
programs. 

Senator SALTONSTALL. When you say $22 million, is that in addition 
to the $60 million or is that included? 


HOUSE COMMITTEE'S VIEW 


Admiral Mumma. Apparently, what the House committee felt was 
that as we had showed some savings in past years they could antici- 
pate in future years our getting some savings and they made an 
estimate that could amount to maybe $60 million in this year. 

Senator SALTONSTALL. Is that $22 million included in the ship- 
building program this year? 

Admiral Mumma. Yes, sir. In other words, if we had come out 
even, we could have asked for another ship worth $22 million. We 
have taken that into account and neither the $40 million nor this $60 
million are actually there. As a matter of fact, if you take 1957 as a 
basis and we operate from there, you can see that our experience in 
estimating has gone a little bit sour, because of the addition of missiles 
and all of these newer, more expensive items. We show a bad 
experience in 1957 as compared to previous years. 


COSTS UNDERESTIMATED 


Senator SALTONSTALL. You have underestimated costs? 

Admiral Mumma. Exactly, and we feel that it is about time that 
we not do this further, because we do not anticipate that the costs 
are actually going down. 

This trend, accentuated by the unbudgeted rise in labor and mate- 
rial costs, would make it fiscally unsound for the Bureau to proceed 
on the basis of anticipated downward repricings. The result of such 
a reduction would therefore be to cause the certain elimination of 
ships from the 1958 program, as has been pointed out by Admiral 
Combs of the Office of Naval Operations. 


ELIMINATION OF AV CONVERSION 


The House committee reduced the appropriation $18 million by 
deleting an AV conversion from the program. The basic data are 
available which have permitted completion of the contract plans and 
specifications, and the design is ready for award as soon as funds are 
available. I, therefore, request restoration of this ship to the program. 
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Senator SALTONSTALL. Would you explain a:little bit more fully 
Admiral Mumma, what is an AV ship and what is its purpose? Yoy 
mention here in your justification a P6M. What is the purpose of 
the conversion and what would happen if you did not have it? 

Admiral Mumma. This ship is a CVE type ship which is to be 
converted. You will notice it has a flight deck in the forward portion 
and in the aft portion of the ship it is removed. 

The aft flight deck is removed and a complete change in the stern 
area to provide for the handling of those seaplanes. You will notice 
the boom arrangement on the starboard side of the ship showing the 
arrangement for the seaplanes to actually service the airplane. | 
would like to turn that over to Admiral Combs to answer the rest of 
the question because of the operational necessity of the ship. 

Admiral Comps. The P6M is the jet-powered seaplane built by 
the Martin company, and by the time the 36 months has elapsed in 
which this ship can be converted, we will have built and have in 
operation enough seaplanes of the P6M type which will require this 
tender in their operations. We will need this ship very badly. 

Senator SaLTonsTaLL. Let us take the criticism of the House, 
The committee has deleted this request for the 1958 shipping pro- 
gram in the belief that such a complete conversion should not be 
attempted until the Navy has more basic data with reference to the 
large seaplanes, especially the P6M and the new planes for which 
funds are being appropriated. 

What is your answer to that? 

Admiral Comps. We now have the data. We have all the data 
and we are prepared to go ahead with the seaplane tender. 

Senator SALTONSTALL. You are convinced you can put it into the 
production line advantageously? 

Admiral Comps. Yes, sir; and if it gets into this year’s appropria- 
tions it will match the delivery of the airplanes as they come out. 

Senator SALToNsTALL. You have no present-day ships like a small 
aircraft carrier or another type of ship that can service seaplanes? 

Admiral Comps. Yes, sir; we do. We have two tenders now being 
modernized. They are the tenders Currituck and Albemarle which 
we have used in the past as aircraft tenders for the slower, smaller 
aircraft. They are being modernized. This one will give us a total of 
three which we badly need. We need the three of them to operate the 
number of seaplanes which we have already contracted for or which 
are provided for in the program this year. 





SERVICE OF TENDERS 





Senator SALTONSTALL. How many seaplanes will one of those 
tenders service? 

Admiral Comps. One tender will take care of about 6 to 12 aircraft. 
If they are tending them in our own country adjacent to our own 
facilities, they can take care of 12. 

Senator SaLtronsTaLL. What will happen if you do not get this? 

Admiral Comps. We will have seaplanes which we will not be able 
to operate overseas in sufficient numbers to take care of required 
operations. 

Senator Cuavez. If you get the money to convert the ship, when 
would it be ready for action? 

Admiral Comps. I would like to have Admiral Mumma answer that 
question, 
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Admiral Mumma. September 1960. 
HOUSE REDUCTION IN SHIPS AND FACILITIES 


The President’s budget also included $827 million for the appropria- 
tion “Ships and facilities, Navy’’ which the House of Representatives 
reduced by $7 million. No request is being made for restoration of 
that part of the cut which related to the planned reduction in depart- 
mental personnel. However, the remainder of the reduction, $6,- 
524,000, was recommended by the House committee because of im- 
proved management and efficiency. Restoration of this amount is 
being requested because the original estimates submitted to Congress 
included every reasonable and optimistic allowance for improved 
efficiency in both management and operations. Furthermore, the 
current unbudgeted wage and material price increases already make 
the total included in the President’s budget insufficient for current 
programs. For example, in budget activity 6, fuel costs are 36 per- 
cent above 1956 actual costs, including an increase of about 10 percent 
on April 1, 1957, which is not budgeted, so that we face an unbudgeted 
$9.4 million shortage of funds in fuel alone. 


PREVIOUS CUTS BY SECRETARY 


Senator SALTONSTALL. What you say, Admiral, is that the Secretary 
of Defense cut $16 million off this account before budget was submitted 
and that vou cannot stand another cut of $6.5 million without sub- 
stantially reducing your program? 

Admiral Mumma. That is correct. 

Senator SALTONSTALL. Because of increased cost? 


Admiral Mumma. Not only in those same areas in which they expect 
the savings but also in this fuel account where we are 36 percent above 
1956 actual costs, there is an increase of about 10 percent on April 
1957 which is not included in the 1958 budget. 

Senator SALTONSTALL. Are these costs ship fueling and not aircraft? 


NEW PRICE INCREASE ANNOUNCED 


Admiral Mumma. That is right. We have recently received infor- 
mation after the House action on the bill in which another price 
increase has been announced for July 1, just in the next 2 weeks, 
which will add another $3.3 million which will bring our total fuel 
shortage in this area to 12.7 million a'one. 

Senator CuHavez. How is that handled? 

Admiral Mumma. It is handled by the single manager of the whole 
Department of Defense, and the exact method varies with the kinds 
of fuels. 1 believe it is largely by competitive bidding. 

Senator Cuavez. Of course, the type of fuels that you would need 
for purposes of this kind would be different from the general order run 
of ecdliaent 

Admiral Mumma. That is right. For example, the two categories 
in which we deal mostly are Navy special fuel oil and diesel fuel. 

In 1956 we were paying $2.56 a barrel for Navy special. It has now 
gone to $3.42. The diesel fuel, we were paying in 1956, $3.89; it has 
now gone to $4.31. 

In addition, price increases already announced for July 1, 1957, 
will add another $3.3 million to this unbudgeted amount, bringing 








1262 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 

















the shortage to $12.7 million. It is not considered possible that 
further reductions can be sustained in this budget without a radical 
cutback in program. 

I assure you that the budget as originally submitted to Congress 
had been cut to the barest minimum. Further cuts, in the magnitude 
of those made by the House of Representatives will proportionate} 
reduce the Bureau’s total program and its contribution to the readi- 
ness of the Navy. We, therefore, ask that you give the most serious 
consideration to the request for restoration of these funds. 









PROCUREMENT AND OPERATION OF ORDNANCE 













Admiral Brearpstry. The next two appropriations deal with the 
procurement of ordnance and the operations and maintenance of our 
ordnance facilities. Under the procurement of ordnance and ammu- 
nition the Navy budget requests $256 million. The House made a 
reduction of $80 million of which the Navy is appealing $70 million, 
On the appropriation for ordnance and facilities, the Navy requested 
$167 million; the House reduced us by $3 million. The Department 
of Navy is requesting restoration of $2 million 023. 

Admiral Withington, Chief of the Bureau of Ordnance will present 
this item. 











NavaL OrpDNANCE PROGRAM 


STATEMENT OF REAR ADM. FREDERIC S. WITHINGTON, CHIEF, 
BUREAU OF ORDNANCE 





PROCUREMENT OF ORDNANCE AND AMMUNITION, NAVY 
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1956 actual | 1957 estimate 1958 estimate 


a 
| 
1 


PROGRAM BY ACTIVITIES 
| 
Direct obligations: 


1. Ammunition $114, 332, 487 | $131, 987,000 | $120, 750, 000 

2. Ordnance equipment 15, 490, 253 | 19, 964, 000 13, 884, 000 

3. Ordnance guided missiles Pee 599, 027 168, 049,000 | 205, 366, 000 

Total direct obligations | 217, 421, 767 320, 000, 000 | 340, 000 000 
Reimbursable obligations: : | | 

1. Ammunition 53, 787, 864 6, 845, 000 | 3, 300, 000 

2, Ordnance equipment | 2, 450, 733 5, 459, 000 | 1, 700, 000 





3. Ordnance guided missiles 6, 594, 616 45, 696, 000 | 45, 000, 000 





Total reimbursable obligations 58, 000, 





62, 833, 213 | 





Total obligations 280, 254,980 | 378,000,000 | 390, 000. 000 











FINANCING 





| 
Unobligated balance brought forward |—127, 735, 487 | —123, 487, 487 
Unobligated balance transferred from “Ordnance and facil- 
ities, Navy” (anticipated reimbursements to be earned | 
from military assistance fund reservations) —64, 733, 038 | | 
Unobligated balance transferred to “‘Ordnance and facilities, | 
Navy” (anticipated reimbursements to be earned from | | 
military assistance fund reservations) | 1, 000, 000 
Advances and reimbursements from other accounts: | 
Deliveries of materiel common to United States require- 
ments ordered by military assistance in current year | — 1, 432, 000 
All other__- |—103, 240, 761 | —59,000, 000 
Anticipated reimbursements for future year deliveries of 
materiel common to United States requirements ordered by 
military assistance in current year — 3, 688, 230 | —20, 320, 000 we 
Unobligated balance carried forward 127, 735, 487 123, 487, 487 | 39, 487, 487 










— 50, 000, 000 














| . - i— 
Appropriation 185, $42, 600 294, 000, C00 256, 000, 000 
Reappropriation | 680, 486, 438 |_- | 






DEPARTMENT OF DEFENSE APPROPRIATIONS, 


ORDNANCE AND FAcILitiEs, Navy 


Program and financing 





PROGRAM BY ACTIVITIES 


Direct obligations: 
1. Maintenance of ordnance and ammunition. ___.______- 
2. Maintenance and operation of facilities- 
3. Improvements and alterations to facilities 
4. Departmental administration _ - — 


Total direct obligations 


Reimbursable obligations: 
1. Maintenance of ordnance and ammunition_ -____- 
2. Maintenance and operation of facilities. 
3. Improvements and alterations to facilities_ 
4. Departmental administration- 


Total reimbursable obligations 
Total obligations. 
FINANCING 


Unobligated balance brought forward (69 Stat. 438) _ ___- 
Unobligated balance (anticipated reimbursements to 
earned from military assistance fund reservations) trans- 
ferred to— 
“Procurement of ordn: ance and ammunition, Navy” 
“Civil engineering, Navy’ 
“Servicewide supply and finance, Nav y’ 


Unobligated balance (anticipated Sbaesaaaiia to be earned | 


from military assistance 
from— 
“Navy yore general expenses’’ 
“Aircraft and related procurement, Nav y” 
“Shipbuilding and conversion, Navy” 
“Procurement of ordnance and ammunition, Nav y” 
Advances and reimbursements from other accounts- 
Unobligated balance no longer available - - -- 


fund reservations) transferred 


Appropriation (adjusted) - -- 


be | 


| 
1956 actual 


$117, 882, 560 


6, 358, 476 
10, 086, 634 


1957 estimate 


$109, 457, 000 
37, 369, 000 
6, 370, 000 

10, 484, 000 


1958 


1263 


1958 estimate 


$108, 569, 000 
39, 747, 000 
7, 652, 000 

11, 032, 000 





| 
37, 503, 849 
| 
| 


17, 831, 519 


6, 871, 272 

732, 471 
383, 434 
140, 820 


8, 127, 997 


| 179, 959, 516 | 


—64, 100, 162 





64, 733, 038 


881, 298 
69, 663 


—6, 600 
—1, 100 
— 674, 193 


—9, 029, 941 


9, 057, 481 t 


"163, 680, 000 


6, 571, 000 
500, 000 
200, 000 

20, 000 


7,291, 000 


170, 971, , 000 


i chip's 
—1, 000, 000 


| 


—6, 291, 000 


167, 000, 000 


200, 000 
20, 000 


7, 040, 000 
‘174, 040, 000 








180, 889, 000 | | 


GENERAL STATEMENT 


"163, 680, 000 


| 167,000, 000 


Admiral Wiruinctron. I am pleased to have this opportunity to 


appear before you today to report upon the progress of the naval 
ordnance program and to present the “Procurement of ordnance and 
ammunition” budget for fiscal year 1958. Under this title the Navy 
procures ammunition, ordnance equipment, guided missiles, and 
the associated equipment and services necessary to produce and test it. 
The program I propose today will cost $337.6 million, an increase of 
about $10 million over the fiscal year 1957 program. Since $91.6 
million will be available from sale of material to other agencies, we 
plan to use the proceeds to reduce our request for new obligation 
authority to $246 million. 

Our program balances funding between current fleet requirements 
and the improvement of combat effectiveness through selective evalua.- 
tion and production of new weapons. The Navy must maintain a 
basic attitude of readiness, which means that this appropriation must 
provide generally for peacetime requirements as well as for limited 
production beyond peacetime for a few items where the maintenance 
of a production base is warranted. Another aim of this budget is to 
provide advanced weapons, and this means that the ordnance for the 
new Navy must have its development for production, evaluation, and 
testing initiated today. Each year’s program must look to equipment 


92576—57——80 
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and ammunition for use as of now and provide also for the improved 
ordnance that must succeed it in the future. 


SHIFT TO GUIDED MISSILES AND NUCLEAR WEAPONS 


In this budget emphasis continues to shift from the gun ammunition 
and bombs to guided missiles and nuclear weapons. We still require 
certain items of conventional design, but the past year has seen 
additional ordnance with the “new look’ accepted for fleet use. 
Under “Activity 1, ammunition,” we propose to spend $13 million 
less than last year. The major reduction is in ship and aircraft gun 
ammunition where a minimum stock position is funded. Activity | 
proposes heavier emphasis on underwater ordnance (mines, torpedoes, 
depth charges, etc.) and nuclear devices. Much of our effort has been 
directed toward protecting the Nation from submarine action, for it 
is here that our potential enemies have been concentrating their 
naval effort. For this reason, development of counterweapons con- 
tinues to claim highest priority in ammunition procurement. 


ORDNANCE EQUIPMENT 


Under ‘‘Activity 2, ordnance equipment,” the Bureau of Ordnance 
funds the backfitting of active ships with launching gear and fire 
control for the new weapons. This budget provides a new installation 
for destroyers that adds a controlled ahead-thrown weapon to the 
fleet’s antisubmarine capability. This system will increase greatly 
the effectiveness of our World War II destroyers without a costly 
modernization program. There is provision also for modernization 
of fleet submarine fire-control systems. 


IMPROVED MISSILES 


Our aim in activity 3 continues to be an expeditious and orderly 
introduction of more lethal missiles into fleet use. During the past 
year the Sidewinder air-to-air missile became the primary weapon for 
aircraft deployed in the 6th and 7th Fleets. The Terrier surface- 
to-air missile is now in fleet use on guided-missile cruisers and the 
system has proven adaptable to smaller vessels. The surface-to- 
surface Triton is emerging from the research phase, and has been 
scheduled to provide an outstanding offensive weapon for the Navy 
of the future. A major factor in the increase over last year is the fleet 
ballistic missile program, the Polaris. This program is making 
excellent progress. 

As our missile effort continues to advance, proc rement costs, even 
for minimum requirements, become painfully high. Despite these 
increased costs, we are seeking a balanced program. By that I mean 
a sensible balance between procurement of fleet stocks and continued 
development of new models of improved capability and reliability. 


CHANGE IN FINANCING DUE TO SALES 


The program of $337.6 million is the same as I presented to the 
House of Representatives. The proposed financing has changed 
slightly. The original plan would have required $256 million in new- 
obligation authority and the use of $81.6 million income from shelf 
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sales. It now appears that an additional $10 million income will be 
realized from shelf sales; thus, only $246 million in new-obligation 
authority is requested. 


FUNCTION OF BUREAU OF ORDNANCE 


As you know, the Bureau of Ordnance procures for and sells ord- 
nance items to the military-assistance program, Air Force, Army, and 
Marine Corps. We issue from existing stocks wherever it is possible 
todo so and enter into procurement contracts to supply customer needs 
only when shelf stocks are not available. Funds paid to us by 
customers are applied directly to the contracts when contracts are 
necessary, but come into the Bureau of Ordnance accounts as income 
when we can supply from the shelf. This is good business for the Gov- 
erament since it enables us to renew and modernize our stocks by 
utilizing the income from these issuances. 

The House statement that the Bureau of Ordnance is slow in obli- 
gating funds is correct. However, it is impossible to obligate money 
which is impounded and not available. We expect to obligate i in the 
present fiscal year, and in fiscal year 1958, all funds apportioned to us. 

The House reduction of $80 million in new-obligation authority 
constitutes not a simple reduction in funds but an ‘actual reduction 
in ordnance items. Since it is estimated that $10 million additional 
shelf sales are to be realized over what we anticipated at the time the 
House presentation was made, the net effect of the House cut is a 
reduction of $70 million in the program. Iam asking for a restoration 
of $70 million in new-obligation authority which will allow the Bureau 
of Ordnance the program originally presented. 


RESULTS OF HOUSE CUT 


The effect militarily of the House action would require the Navy’s 
ordnance program to fall below the calculated-risk level which con- 
servative funding has required that we pursue. Despite suggestion 
by the House that funding for conventional types of ammunition 
could be tightened, our original program represented only a minimal 
approach to stripped-down peacetime requirements. As I stated to 
the House committee, the funds requested in this area initially would 
not replace the year’s expenditure of ammunition. Of the $70 million 
cut in question, only $3 million could be applied to the ammunition 
area, and this would result in a severe restriction upon training in 
air operations demanding jet-assist takeoff units. 

The reduction would slow down drastically our underwater ord- 
nance program. Our program contemplates the production of a new 
antisubmarine mine for the fleet, and the evaluation of three other 
mines for future phasing into service use. The cut would not allow 
production of any of these mines. We have planned heavy emphasis 
on four new torpedoes of considerably higher kill probability than 
those now in the fleet. Two of these would have to be discontinued 
and a third, of higher proven capability, would be produced at half 
the minimum economical production rate. In order to increase the 
potential of the fleet without a costly converison program we also 
requested funds for the first increment of a program to back-fit some 
of the active fleet destroyers with a new antisubmarine weapon system 
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of greatly improved performance. This urgently needed increase to 
the fleet antisubmarine capability would have to be eliminated. 

The reduction would also bring about a delay in the development 
and introduction of higher performance guided missiles into the fleet. 
The incorporation of known improvements in reliability, range, and 
lethality necessary to defend against the increasing potential of enemy 
combat aircraft could not be made. The number of missiles for evaly- 
ation, experimentation and tactical studies would have to be reduced, 
Inadequate funding would delay production of the improved air-to- 
air Sidewinder by 9 months. 

I have painted a realistic picture of the effect of the reduction pro- 
posed by the House. The Nation possesses excellent naval armament, 
and to the extent that the Navy has money it will continue to buy 
the most effective equipment and expendable items which the ord- 
nance sciences make available to us. But the weapons in being today 
are not good enough for tomorrow. The loss of this $70 million repre- 
sents a 21-percent reduction in already heavily cut ammunition and 
guided-missile programs. It would place the Navy in a most vulner- 
able position with respect to sufficient ordnance to maintain an ade- 
quate defense. 

ORIGINAL CUT BY SECRETARY 


Senator SatronstaLL. How much was the Navy originally cut 
down for ordnance by the Bureau of the Budget? 

Admiral Wirnineton. The Navy submitted to the Secretary of 
Defense $355.5 million. The program as it went to Congress was 
$337.6 million. 

Senator CHAavez. What action did the Secretary of the Navy take 
on your request when you presented that budget? 


CUT WITHIN THE NAVY 


Admiral Wirxaineron. My original budget was cut heavily before 

went to the Secretary of Defense. 

Senator Cuavez. Within the Defense Department? 

Admiral Wirxuinetron. Within the Navy. 

Senator Cuavez. And the procedure is after the Navy acts you 
submit those figures to the Secretary of Defense. 

Admiral WirntneTon. Yes, sir. 

Senator Cuavez. Did he do any cutting? 

Admiral Wiruinaton. Yes, sir. 

Senator CHavez. How much? 

Admiral Wiruineron. From 355.5 to 337.6. 

Senator CHAavez. What did the Navy itself cut? 

Admiral Wirxineron. My initial submission was 687.5, the Navy 
cut it to 355.5. 

Senator SAtronstaLL. The Navy cut it almost in half. 

Admiral Wirutneton. Yes. 

Senator CuHavez. Did the Budget Bureau itself do some more 
cutting? 

Admiral Wirnineron. In the final submission, sir, the Secretary of 
Defense and the Bureau of the Budget, in consonance, acting together. 

Senator SaLTonsTALL. Why was there such a difference of opinion 
between the original budget that you submitted and the budget that 
the Defense Department accepted? Was it a question of inventory? 
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Was it a question of putting more new weapons into a production line, 
or what was it? 

That is an éxtraordinary difference. 

Admiral Wirxnineron. I would say, and I think this is accurate, 
this is a calculated risk taken by the Navy. I think Admiral Burke 
was correct in taking it. He would prefer to put heavier sums of 
money on new airplanes and new ships rather than on ammunition. 


AMMUNITION SITUATION 


Senator SALronsTALL. That ammunition could be built up with 
less lead time if you needed it. 

Admiral Witxineton. Yes, sir. 

Senator SattonstaLu. Do you have enough ammunition for train- 
ing purposes? 

Admiral Wirnincton. We are dipping into our mobilization re- 
serves to keep the fleet supplied with ammunition. We are not 
replacing on a 1-for-1 basis. 

Senator Cuavez. You have to be ready for action at any moment. 

Admiral Wirxntnetron. That is our trouble; yes, sir. 

Senator Cuavez. That is one thing you have to think about, and 
give it plenty of thought. 

Admiral Wrrutneton. That is right. 

Senator Cuavez. The other is you also need ammunition for 
training. 

Admiral Wiraineron. More important, Senator, is that we must 
continue to develop these new and more effective weapons simul- 
taneously. 

Senator CHavez. You have to use ammunition for training purposes 
and now you are required to dip into your mobilization supply? 

Admiral Wirxuinecton. That is correct. 

Senator SALTONSTALL. So far as you can tell, Admiral, if there was 
an M-day, how long would the Navy’s ammunition last? In other 
words, how much ammunition do you have on hand if you had 
trouble? 

Admiral Wirnineton. As you would expect, sir, there is a bad 
imbalance between the older type guns such as the 14-inch and 8-inch 
and the 5-inch and 54 3-inch 70. We would be short in the newer 
gun-type ammunition. The same is true of low-drag bombs for air- 
planes. We have lots of old general-purpose-type bombs. 


NAVY GUIDED MISSLES 


Senator SaALTONSTALL. Are you responsible for building guided 
missiles? 

Admiral Wirnineton. Yes, sir. 

Senator SaLTonsTaLL. Do you have enough money for that pur- 
pose? 

Admiral Wirxineton. I was cut here heavily, and I am concerned 
here about this cut. 

Senator Cuavez. Did you give those figures, the cuts on that item? 

Admiral Wirutnctron. To the House? 

Senator CHAavez. No; to this committee, in your prior statement. 

Admiral Wirnineron. No, sir. The figures on the cuts are not in 
my statement. I gave them orally to you. 
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Senator Cuavez. What were they? 
Admiral Wirntneton. My initial submission, $687.5 million. The 
Navy to Secretary of Defense, $355.5 million, and, finally, to Cop. 
gress, $337.6 million. 

Senator SatronstaLL. This is a question of judgment and balance 
for the rest of the program for the money that we can put in. 

Admiral Wiruineton. That is right. 

Senator SatronsTaL. This is not one point that you can put your 
finger on. 


ORDNANCE AND FACILITIES 














Admiral Wirnineton. That is right. With your permission, | 
would like to present a statement on my “Ordnance and facilities,” 

This appropriation bears the cost of maintaining our stocks of ord- 
nance and ammunition and the operation of the naval ordnance 
establishment. 

The request for this appropriation, as it appears in the President’s 
budget submitted to the Congress, is in the amount of $167,000,000, 
This would appear to be an increase in program funding for fiscal 
year 1958 of $3,320,000 over the amount appropriated for “fiscal year 
1957. In order to provide a comparable picture, however, it is 
pointed out that the fiscal year 1958 request contemplates a reduction 
of $2,144,000 from the program level funded in fiscal year 1957. 
This is offset by new requirements of $5,464,000. The increase is 
due principally to $4,592,000 for contribution to the civil-service 
retirement fund and $872,000 for furnishings for Capehart housing. 

Activity 1, ‘‘Maintenance of ordnance and ammunition,’’ finances 
the maintenance, alteration, improvement, and inspection of ord- 
nance in store. The maintenance standards have been established by 
the Chief of Naval Operations in order to insure that our inventories 
are maintained at a level acceptable for use by the active forces 
whenever required. Additional costs are being assessed against this 
activity as a result of one missiles and special weapons being intro- 
duced into the inventory. A decrease is provided 1 in the torpedo and 
mine program as the result of the Bureau’s emphasis on procurement 
of new torpedoes and mines rather than modification of the less 
effective ones now in stock. A significant increase is necessary for the 
lay-up and maintenance of Government-owned production equipment 
which results from the closing of conventional ordnance-production 
facilities. 

Activity 2, “Maintenance and operations of facilities,” is a program 
providing for routine maintenance, upkeep, and repair of station 
facilities and the operational costs associated with the administration 
of our field stations. The activity shows a net increase of $1,843,000 
over the fiscal year 1957 program. Contributions to the civil service 
retirement fund amount to $1,570,000, the greatest portion of the 
increase. The remainder of the increase results from the Bureau 
taking over the operation of 1 field facility from contractor operation 
and the initial funding for 1 base in Spain, 

Activity 3, “Improvement and alterations to facilities,” provides for 
essential major repair, minor new construction, and alteration projects 
under $25,000, procurement of general-purpose station equipment, 
initial furnishings for Capehart housing, and maintenance of advance- 
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base, mobile ordnance equipment. The request for fiscal year 1958 is 
$1,257,000 over the fiscal year 1957 program. The major portion 
of the inc 7% $872,000, is for furnishings for Capehart housing. 

Activity 4, “Department administration,’ provides for personal 
services, civilian and military travel, publications, communications, 
office a eroeasnres and maintenance, and other departmental expenses. 
The fiscal year 1958 request a the amount of $11,032,000 is an increase 
of $57 3,000 over fiscal year 1957 funding. Contributions to the civil 
service retirement fund, $495, 000, constitute the major increase. 

The request for fise ‘al year 1958 submitted to the ongress provided 
for a program level less than that financed in fiscal year 1957. This 
was not readily apparent because the $4,592,000 for contributions to 
the civil-service retirement fund resulted in an overall increase. This 
fact is presented to the committee so that the impact of the $3 million 
reduction by the House can be assessed. An analysis of the appro- 
priations made available to the Bureau of Ordnance under “Ordnance 
and facilities, Navy,’’ for several years past, shows a downward trend. 
While this trend reflected a desire to reduce costs in the maintenance 
area following the cessation of Korean hostilities, further reductions 
will result in the failure to maintain our ammunition stocks in a satis- 
factory state of readiness. This maintenance is essential, since we are 
not now procuring sufficient new conventional ammunition even to 
replace annual usage. For this reason, I am requesting restoration of 

2,023,000 of the House reduction. The restoration is to be applied 
in full to activity 1, maintenance of ordnance and ammunition. 

We must maintain our stocks of conventional ordnance at the same 
time we are building up an inventory of newer type weapons. This 
places an extra burden on this appropriation for the newer types of 
ordnance which are entering our inventories while the conventional 
stores are not being dec reased correspondingly. Also, the newer types 
are more complex and expensive. For this reason, it is anticipated 
that future costs of maintenance will increase. 

I am not requesting restoration of $977,000 of the House cut. This 
consists of a reduction of $601,000 in furniture for Capehart housing 
and a reduction of $376,000 incident to the recently directed decrease 
in headquarters personnel. 

As Chief of the Bureau of Ordnance, I have exercised every possible 
economy and have held this budget request to the minimum essential 
to meet my responsibility for service to the fleet. Any further reduc- 
tion below that which I now request would, in my opinion, seriously 
affect fleet capabilities. 


HOUSING CONDITIONS 


Senator CHavez. Will you state to the committee the housing con- 
ditions either under the Capehart, Wherry, or other laws? Are you 
supplied now with adequate housing for personnel in the Navy? 

Admiral Wirxincron. This varies greatly from one location to 
another. 

I would say one of our most urgent housing situations is at Inyokern 
in California which is bigger than the State of Rhode Island. We 
have people living in substandard housing and in trailers. In many 
places, we have substandard housing which should be torn down, and is 
being torn down. 
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SCHOOLS 


Senator Cuavez. What about your schools? Are they adequate 
for the personnel, the dependent children? 

Admiral Wirutneron. At the remote places like Inyokern, we are 
in rather good shape. 

In the coastal areas, we depend on the communities for the schools, 

Senator CuHavez. Do you feel the program for schools is adequate? 

Admiral Wirxineron. I feel we are in adequate shape. 

At Inyokern, it took us 3 years to get a chapel built. 


CHAPELS AND LIBRARIES 


Senator Cuavez. Do you need any more chapels or libraries built? 

Admiral Wiruineton. I could not tell you where offhand but 
these are the items in the public works bill that always have the 
lowest priority. 

Senator Cuavez. I think all of those items affect the morale of 
personnel. You cannot have a happy sailor if his wife is living in a 
substandard home. 

Senator SatronsTaLu. The civil service retirement affects you 
quite a bit on this, does it not? 

Admiral Wirnineton. Yes, sir, in 1 appropriation, $4.59 million 
increase. 

Senator SaLtronsTtauu. This reduction would have to be applied to 
the maintenance of your present ordnance? 

Admiral Wiruincron. That is right; yes, sir. 

Admiral Brearps.tey. The next appropriation has to do with medical 
care, Navy. 

The budget request is $87,200,000. The House reduced this by 
$2 million. We are requesting restoration of $1,913,000. 

Senator CHavez. What does the House report indicate? 

Admiral Brarps.try. The reduction was in the care of dependents 
in civilian facilities, feeling that we had not as yet had adequate 
experience to cover quite the full amount that we had requested, 
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Mepicaut Cars, Navy 


STATEMENT OF REAR ADMIRAL F. P. GILMORE, MC, USN 


Program and financing 








1956 actual | 1957 estimate | 1958 estimate 


PROGRAM BY ACTIVITIES 


Direct obligations: 

1. Maintenance and operation of medical treatment 

facilitie . ceded Ske -| $40,764,469 | $37, 551, 000 $35, 397, 000 
. Education and training_____- ; 3, 213, 792 3, 561, 000 3, 561, 000 
. Medical services, supplies, and equipment at other 

facilities_....... 8, 162, 136 10, 471, 000 10, 395, 000 
. Nonrecurring procureme nt of services, supplies, and 

equipment_ 3 2, 421, 701 2, 007, 000 2, 311, 000 
. Medical material support 1, 125, 652 1, 112, 000 157, 000 
. Medical care in nonnaval facilities. . 2, 668, 693 3, 214, 000 31, 873, 000 
. Care of the dead : 751, 650 901, 000 850, 000 
. Departmental administration 2, 470, 391 2, 506, 000 2, 656, 000 


Total direct obligations. -- 61, 578, 484 61, 323, 000 87, 200, 000 


ee obligations: 
. Maintenance and eoprnetion of medical treatment 


facilities ___- 13, 609, 165 
2. Education and training. - 
3. Medical services, supplies, and equipment at other 
4. 
6. 





facilities 
Nonrecurring procurement of services, a and 
equipment ; . : 
Medical care in nonnaval facilities. 


Total reimbursable obligations 13, 902, 251 


Total obligation....___- 75, 480,735 | 77, 283, 000 
FINANCING 


Advances and reimbursements from— 
Other accounts —11, 342,050 | —13,024, 000 
Non-Federal sources (5 U. S. C. 22; 24 U. S. C. 32 and 34). — 2, 560, 201 
Unobligated balance no uae av ail: able 916, 072 








Appropriation icons . 62, 494, 556 61, 323, 000 





Note.—Additional reimbursements amounting to $3,915,000 incident to the Dependents’ Medical Care 
Act (Public Law 569, 84th Cong.) are not included in the 1957 column of the justification of the estimates, 
fiscal year 1958. The requirements for the Dependents’ Medical Care Act in fiscal year 1957 have been 
submitted separately in a supplemental appropriation request. 


PREPARED STATEMENT 


Admiral Gitmore. I am Rear Adm. Frank B. Gilmore, Assistant 
Chief of the Bureau of Medicine and Surgery for Planning and 
Logistics. Admiral Hogan, I am sorry to say, was unable to be 
present, and, with your permission, I would like to proceed, myself, 
with the presentation. 

I have a prepared statement and then I also, sir, have a very 
brief, two-page highlight of that statement. 

(The statement referred to follows: ) 


STATEMENT oF REAR Ap. B. W. Hocan, MC, USN 


Mr. Chairman and members of the committee, it is always a pleasure and a 
privilege to appear before this committee to report on our program administration 
and accomplishments during the past year and to explain our planned eee 
for providing medical care to the Navy and Marine Corps during the coming ye 

he Medical Department of the Navy originally requested an appropriation ‘of 
$87,200,000 for ‘Medical care, Navy,” during fiscal year 1958. Action by the 
House of Representatives has reduced this amount to "$85,200,000, due primarily 
to a reduction in funds for care of dependents in civilian medical facilities. A 
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reclama for restoration of $1,913,000 of this reduction for care of dependents has 
been submitted to this committee, so that we are now requesting an appropriation 
of $87,113,000 for fiscal year 1958. 

In addition, reimbursements totaling $23,292,000 for services rendered are 
anticipated, to meet a total requirement in fiscal year 1958 of $110,405,000. Dur. 
ing the current fiscal year, obligations will amount to a total of $77,283,000 
excluding requirements for the Dependents’ Medical Care Act. Total require. 
ments for the Dependents’ Medical Care Act in 1958 amount to over $28 million. 
As has been the case with all previous Navy medical budgets, these estimates 
represent our best efforts to provide you with a practical, well-planned program 
directed toward providing the best medical and dental care in the most efficient 
and economical manner. 

Funds requested for 1958 are required for— 

1. Maintenance and operation of 25 continental naval hospitals having an 
operating capacity of 15,875 beds, and 3 overseas naval hospitals with an operating 
bed capacity of 975, a total of 16,850 operating beds. The mission of these 
hospitals is to provide diagnostic, therapeutic, and rehabilitative services beyond 
the scope or capabilities of facilities at Navy and Marine Corps installations or 
troop concentrations as well as nearby treatment facilities of other services. The 
extent of medical services rendered to the Army and Air Force is demonstrated 
by the fact that each day during the first 8 months of fiscal year 1957 an average 
1,082 of their members and 294 of their dependents were receiving full inpatient 
care in naval hospitals; and another 126 of their members and 433 of their de- 
pendents visited naval hospitals for ambulatory outpatient services. These 
hospitals also provide care for certain authorized nonservice patients, such as 
beneficiaries of the Veterans’ Administration and Bureau of Employees’ Compen- 
sation and, as occasion demands, humanitarian cases. A major function of many 
of these hospitals is to conduct professional intern and resident training programs, 
and to provide for training of technicians; 

2. Maintenance and operation of 32 specialized medical facilities, including 
naval dispensaries, dental clinics, preventive medicine units, and the medical and 
dental facilities at designated naval stations; 

3. Medical and dental supplies, equipment and services to be used at approxi- 
mately 1,000 ship sickbays, and the prorated costs for treatment of military 
personnel and their dependents at medical and dental facilities of shore activities 
not under the management control of the Bureau of Medicine and Surgery; 

4. Payment of bills for treatment of naval personnel and their eligible depend- 
ents in other governmental or civilian hospitals; 

5. Payment of costs of transportation and burial of deceased Navy and Marine 
Corps personnel; 

6. Maintenance and operation of eight technical and professional Medical 
Department schools, whose mission is the training of personnel for the staffing 
and operation of all medical and dental treatment facilities; 

7. Expenses connected with discharging medical and dental responsibilities 
associated with the Reserve personnel program, and technical support of the 
medical supply system; 

8. Staffing and operation of the Bureau of Medicine and Surgery. 

The Medical Department of the Navy, in continuing to provide the best possible 
care for personnel of the Navy and Marine Corps, their dependents, and other 
authorized supernumeraries, is presenting to this committee a program contem- 
plating essentially the same level of operations as during the current fiscal year, 
with four notable exceptions. These exceptions include: 

1. Funds for implementation of the Dependents’ Medical Care Act, including 
resultant changes in hospitalization reimbursement rates between the uniformed 
services for care of active and retired personnel, and dependents. This item 
appears in these estimates for the first time and amounts to $28,632,000, of which 
$21 million would be met from appropriated funds and $7,632,000 from reimburse- 
ments; 

2. A decrease amounting to $919,000 resulting from transfer of responsibility 
for procurement, standardization, and industrial mobilization functions from the 
Armed Services Medical Procurement Agency to the Military Medical Supply 
Agency; 

3. The Medical Department’s contribution to the civil service retirement fund, 
amounting to $2,452,000, of which $2,075,000 would be met from appropriated 
funds and $377,000 from reimbursements; 

4. A net increase of $2,957,000, to satisfy minimum operating requirements and 
prevent, insofar as possible, deterioration of the physical plant at naval hospitals. 
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During the coming year, it is our intention to continue emphasis on those 
elements of our program which we regard as primarily responsible for the remark- 
able decline from 31.4 noneffectives per 1,000 personnel 10 years ago due to medical 
reasons, excluding battle casualties, to 12.8 per 1,000 last year. 

The major elements of our program considered most effective in obtaining this 
reduction are: 

1. Our hospitals which have, through the high level of proficiency attained by 
our medical officers in diagnosis, therapy, and patient management, shortened the 
length of hospital stay; 

2. Our dispensaries which have, through early diagnosis and effective ambula- 
tory treatment, reduced the number of patients requiring hospitalization; 

3. Our preventive medicine measures which are practiced in all Navy and 
Marine Corps activities—ashore, afloat, and in the field—particularly among 
recruit populations where infectious diseases such as streptococcal disease and its 
sequela rheumatic fever, influenza, adenovirus, and other respiratory infections are 
major problems; these measures embrace the various disciplines of public health 
and have resulted in lowering the noneffective rate for many illnesses and injuries; 
and 

4. Our continued emphasis on preventive psychiatry at naval training centers, 
through which it has been possible to effectively integrate and utilize a large pro- 
portion of the psychiatrically marginal recruits who otherwise would be lost to 
the military services. On the other hand, our psychiatric program permits the 
early identification of personnel who will be unable to adjust to military life, so 
they may be separated early in their period of service with a highly significant 
savings both in training and hospitalization costs. 

The benefits of research are evident in all four elements. We believe that only 
an unforeseen epidemic or an inability on our part to maintain an adequately 
supported and properly qualified professional and technical staff at all levels 
can cause a stoppage or reversal of our progress toward a still higher rate of phys- 
ical and mental effectiveness in naval personnel. 

During fiscal year 1956 the cost per patient day in continental naval hospitals 
was $16.72. This figure includes not only the support provided by this budget 
but the pay and allowances of all military personnel including doctors, nurses, 
and corpsmen. This cost compares most favorably and is in fact lower than that 
for similar medical care in other governmental or private hospitals. 

The Medical Department of the Navy has been and is giving continued emphasis 
to management improvement in both administrative and professional areas. Our 
efforts involve a continuous search for better ways of utilizing the men, money, 
and materials available to us for the care of patients, for the prevention of disease 
and for medical research, as well as for the administrative processes by which these 
objectives are carried out. 

While it is impossible to express in cold, quantitative terms the total workload 
of the Medical Department of the Navy, I believe that this committee will be 
interested in the following statistics which show, in part, our accomplishments 
during the past year: 

344,975 admissions to naval hospitals, station hospitals, and selected 
dispensaries; 

14,204,860 outpatient services; 

375,152 surgical procedures; 

7,739,331 dental procedures and related services; 

9,022 professional and technical graduates from Medical Department 
schools and training hospitals, including 194 residents, 192 interns, 57 Army 
personnel, 1,207 Air Foree personnel, 46 Coast Guard personnel and 14 for- 
eign military students; 

54,990 births. 

With this record of achievement, I am proud to repeat my firm belief that the 
Medical Department of the Navy is using the funds provided by this committee 
with the highest degree of efficiency and economy. 

There is a series of charts attached to this statement which we feel will assist the 
committee in analyzing our requirements. With your permission, I would like 
to say a few words concerning each of the seven charts. 

Chart No. 1, which lists the types of medical facilities supported in whole or in 
part by the funds provided by the appropriation ‘“‘Medical care, Navy,”’ is indica- 
tive of the scope and magnitude of the Medical Department’s mission. Our 
responsibilities, both professional and financial, extend throughout the Navy and 
Marine Corps, whether for the Shore Establishment or for the operating forces. 
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Chart No, 2 indicates the population served by the Medical Department of the 
Navy, the population for which we are responsible for providing inpatient anq 
outpatient care. 

Chart No. 3 shows our total requirements (including reimbursements) by budget 
activity. The major portion of our total requirement, amounting to 52.3 percent 
is for activity 1, which is for naval hospitals and specialized medical facilities, 
This requirement, together with activity 3, which provides for station hospitals 
and dispensaries at nonmanagement activities and aboard ships; and activity 6 
which is for care in nonnaval medical treatment facilities such as those of the 
Army and Air Force, accounts for 91 percent of our total needs. The remaining 
9 percent covers such programs as education and training; nonrecurring procure. 
ment; medical material support; care of the dead; and departmental adminis- 
tration. 

Chart No. 4 shows our estimated obligations per patient-day in naval hospitals 
during 1958, by major categories of expense. Civilian personal services wil] 
account for approximately 58 percent of our obligations; subsistence almost 15 
percent; and maintenance and operation almost 27 percent. 

Chart No. 5 reflects our actual costs per patient day during fiscal year 1956, 
Since this chart includes all military pay, which is not financed by the appro- 
priation, ‘‘ Medical care, Navy,” it is not entirely comparable with our budget, 
As you will observe, we have shown at the bottom of the chart, the cost per 
patient day in private hospitals. These costs, however, in private hospitals do 
not include professional fees for doctors and nurses, which are included in the 
cost per patient day in naval hospitals. 

Chart No. 6 reflects our estimated patient load in 1958. Approximately 69 
percent of our patients will be active duty Navy and Marine Corps personnel; 
the remaining 31 percent of our patients will be supernumeraries, of whom 14 
percent will be dependents of military personnel. 

Chart No. 7 shows our planned staffing in naval hospitals by personnel categories 
of which 55 percent will be military, and the remaining 45 percent civilian 
personnel. 





DEPARTMENT 


OF DEFENSE APPROPRIATIONS, 1958 


1275 


FIELD ACTIVITIES OF MEDICAL DEPARTMENT, U. S. NAVY 


c_—- 
Aunapolis, 
Ma. * 
Bainbridre, 

Md. 
Beaufort, 

6. C. 
Bethesda, 

Md. 
Breserton, 

Vash. 


Charleston, 
8. C. 

Chelsea, 
Mass. 

Corona,Cal. 

Corpus 

Christi, 
Texas 

Great Lakes, 
Tll. 


-——_-—- 


50 Fell Street, San Francis 


iLL ws soative se 


BUREAU OF MEDICINE AND SURGERY 


NAVAL HOSPITALS 


| 
| 


—— 
Newport 
R. I. 
Oakland,Cal. 
Camp 
Pendleton, 
Calif. 
Pensacola, St. Albans, 
Fla. BN. Y. 
Philadelphia, San Diego, 
Pa. Calif. 


eos 


i 
Portsmouth, 
N. H. 
rortstouth, 
Va, 
quantico, 
Ya. 


Extra- 
Continental 
Guan, M.1. 
Guantana 10 
Bay, Cuba 
Yokosuka, 
Japan 


Jacksonville, 
Fla. 

Key Nest, Fla. 

Camp Lejeune, 
N.C. 

Mare Island, 
Calif. 

Mephis, Tenn.| 


NAVAL DISPENSARIES 


Sites 


co, Cal. Navy Department, Washington, D. C. 


OTHER MEDICAL AND DENTAL ACTIVITIES 


station Dispensaries 
flos Ataes With Oper- 
ating Beds 


Clin 


ities Op- 
erating Beds 
122 


Ce ' 
Hospital Corps Dental 
Schools Schools 
Great Lakes, Ill. 
San Diego, Calif. 
Bainbridge, Md. 


Bainb 


| 
Advisory, Liaison, & Inspection 


District, Steff, and Flee 
and Dental Officers 

Inspectors, Naval Medical 
Dental Activities 

Naval Missions, Attaches 
Foreign Aid Groups 


FACILI 
“RE 


Joint Navy Activities 
choot of Aviation Med, 
Pensacola, Fla. 
Aviation Med. Accel. 
Johnsville, Pa. 

Aero. Med. Equip. Lab., 
Philadelphia, Pa. 

Radiological Def. Lab., 
San Francisco, Calif. 

Mine Defense Lab., 
Panama City, Fla. 


Lab., 


aes 
Dental Hospital 


San Diego, Calir. 


Ce — ee ee 
Ship Med. Preventive Field Units 
Facilities Medicine Branch With 
1, Units Brooklyn, Marine 
N. Y. Corps 
(Materiel) Combat 
Forces 


ics Es 


; 
Nat. Nav. Med. Center, Bethesda, Md. 
Naval Hospital 
Naval Medical School 
Naval Dental School 
Naval Medical Research Institute 
Naval School of Hosp. Administration 


Technicians 


ridge, Md, 


| 
Navy. Units at Army Commands 
Navy Med. Unit, Tripler 
Hospital 
Trainin; Unit, Med. Equip. 
Maint., St. Louis, Mo. 


t Medical 
and 


and 


TIES SUPPORTED BY THE APPROPRIATIOP 
SEARCH AND DEVELOPMENT, NAVY" 


Medical Research Activities 
Nav. Med. Res. Institute, 
Bethesda, Md. 
Med. Res. Lab., New London, 
Conn, 
Med. Field Res. Lab., Caup 
Cejeune, N.C. 
NMRU No. 1, Berkeley, Calif. 
NMRU No. 2, Taipei, Formosa 
NMRU No. 3, Cairo, Erypt 
NMRU No. 4, Great Lakes, Ill. 


Navy Units at Army 
Commands 
Biological Div., 
Chemical Corps, 
Fort Detrick, 
Frederick, Md. 
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POPULATION SERVED 


The Medical Department of the Navy has a responsibility for providing care to 
more than 2.1 million individuals. 


Active duty members of the Navy and Marine Corps 876, 000 
Dependents of active duty Navy and Marine Corps members 768, 953 
Retired members of the Navy and Marine aoa and their dependents ___ 200, 009 
Civilian employees—on the job outpatient care- we 2 Bis 375, 000 


Inpatient care is also provided for a daily average of 1,016 active duty and 
retired Army and Air Force patients, 297 dependents of Army and Air Force, 400 
beneficiaries of the Veterans’ Administration, and 232 other authorized patients, 
including such categories as beneficiaries of the Bureau of Employees’ C ompensa. 
tion, foreign military personnel, civilian humanitarian cases, and Red Crogs 
personnel. Outpatient care is also provided for these categories of patients, 
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MEDICAL DEPARTMENT PROGRAM 


Admiral Gitmore. It always gives me great pleasure to avail myself 
of the privilege of appearing before this committee to explain oy 
planned programs for providing the best possible medical and dental 
care to the Navy and Marine Corps during the coming year. 

In brief, the Medical Department of the Navy is presenting to this 
committee a program contemplating essentially the same level of 
operations as during the current fiscal year, with four notable excep. 
tions. These exceptions include: 

1. Funds for implementation of the Dependents’ Medical Care 
Act, including resultant changes in hospitalization reimbursement 
rates between the uniformed services for care of active and retired 
personnel and dependents. This item appears in these estimates for 
the first time and amounts to $28,632,000, of which $21 million 
would be met from appropriated funds and $7,632,000 from reimburse- 
ments. 

2. A decrease amounting to $919,000 resulting from transfer of 
responsibility for procurement, standardization, and industrial mobili- 
zation functions, from the Armed Services Medical Procurement 
Agency to the Military Medical Supply Agency. 

3. The Medical Department’s contribution to the civil service 
retirerent fund, amounting to $2,452,000, of which $2,075,000 would 
be met from appropriated funds and $377,000 from reimbursements; 

4. A net increase of $2,957,000 to satisfy minimum operating fund 
requirements and prevent, insofar as possible, deterioration of the 
physical plant at naval hospitals. 

Our appropriation request is now in the amount of $87,113,000 
and is $1,913,000 over and above the amount allowed by the House 
of Representatives. The House reduced $1,995,500 in the funds 
requested for medical care of dependents in nonnaval facilities inas- 
much as it was considered that cost data experienced to date did not 
warrant appropriation of funds in the amount requested for this 
purpose. 


COST EXPERIENCE TO DATE 


Our actual cost data experience to date, although still not com- 
plete, does, in fact, support. the original estimate. For that reason 
we have submitted to this committee a reclama for restoration of 
$1,913,000 of the House reduction. The remainder of $82,50C re- 
quired for dependents’ medical care can be made available by a 
transfer of funds originally estimated for departmental administration. 


USE OF RESTORED FUNDS FOR VACCINE 


With your permission, Mr. Chairman, I would like to point out that, 
to the extent that funds requested for restoration may not be re- 
quired, such funds will be needed for a new requirement which has 
arisen since presentation of the estimates to the House. This need 
pertains to the necessity for obtaining influenza vaccine to immunize 
our military personnel against a new influenza infection which has 
been raging in the Far Kast, the Philippines, and aboard our ships, 
and will most likely reach this country this fall. Development and use 
of this vaccine has been recommended by the Armed Forces Epidemi- 
ological Board established by the Secretary of Defense. Initial esti- 
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mates indicate that this requirement will amount to $1,500,000 or 
more for the Navy and Marine Corps. 


NEW INFLUENZA VIRUS 


Senator CuAvez. How long does that virus last? 

Admiral Gitmorn. Normally, only 3 or 4 days. 

Senator CHavuz. What type of medicine is used? 

Admiral Gitmorn. Supportive treatment only, such as aspirin, 
forced fluids, bed-rest, and so on. 

Senator CHavsez. What about antibiotics? 

Admiral Gitmors. They are not effective against this virus at all. 
We are proposing to grow a vaccine from cultures of the virus that we 
have obtained from throat washings and vaccinate all our people. 

Senator Cuavez. When you have a large percentage of personnel 
affected by this, it interferes with the program or training or whatever 
functions the Navy might be carrying on at that particular time. 
Is that not correct? 

Admiral Gitmors. It would be bound to interfere with the oper- 
ation of the vessel; yes, sir. 

Senator CHAvnz. You mentioned in your statement the figure of a 
million and a half. How will you use the other $413,000? 


COST OF DEPENDENTS MEDICAL CARE ACT 


Admiral Grtmorr. We think the Dependents’ Medical Care Act is 
going to cost more than was anticipated. We planned for an average 
patient load in civilian hospitals of 1,315 dependents. They have 


reduced that estimated average daily patient load to approximately 
1,200. We feel that their estimate is a bit too low. 


COST OF ADMINISTERING VACCINE 


Senator SALTONSTALL. I have two questions, Doctor. 

In your statement, you said, ‘Initial estimates indicate that this 
requirement will amount to $500,000 or more for the Navy and 
Marine Corps.”’ 

Admiral Gitmore. That was the intitial estimate based on one dose 
and excluding dependents. It is now $1.5 million. There are two 
doses that will be given, one of which will be in August and September 
and the second will be given in October or November. 

Senator SALTONSTALL. Last year you had $61.3; then you were 
given $10 million more which would make a total of $71.3. This year 
your estimate calls for $87 million or about $16 million above last 
year. Why do you need that much more money? 

Admiral Gitmore. First, the Dependents’ Medical Care Act only 
functioned for a half of this year. That is the main reason for the 
increase. 

Senator Satronstauu. Take the $16 million and break it down very 
quickly. You say half of it is dependents’ medical care; is that 
correct? 

Admiral Giumore. In the Dependents’ Medical Care Act, it is $28 
million this coming year, and last year it was only $10 million. 

Senator SatronsTaLu. So that is $18 million right there. That is 
more than the amount then. 
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Admiral Gitmore. Senator, the civil-service retirement is $9. 
452,000, in addition to that. ; 

Senator SALTONSTALL. So, your costs are estimated this year at 
$20,500,000 above last year, but you are only asking for $16 million: 
is that correct? ; 

Admiral Gitmore. That is correct. 

The reimbursements, however, may I add, have risen, too. 

Senator SALToONsSTALL. So, they are up $7 million, and you are 
down $4 million, and your cost increased to $3 million. 


CONTINUED COST RISE 






Admiral Gitmore. Yes, sir; that would be correct. 
Since the Korean war, medical costs of all sorts have risen. Asa 
matter of fact, I believe the Bureau of Labor Statistics’ Cost of Living 
Index, using 1947 to 1949 as a base of 100, shows that the presentday 
figure is 136.9. They further indicate that since the start of the war 
in Korea, it has risen from June of 1950 by 30 percent. 

Senator SattonstaL.. I do not think you are telling the chairman 
or me anything. 

Admiral Giimore. I am sure not, particularly if you have had any 
illness in your home. 


CASE OF CIVILIAN DEPENDENTS 






Senator Cuavez. How do the dependents get into civilian hospitals? 
Do they request of the Navy that they be allowed to go to civilian 
hospitals? 

Admiral Ginmore. So far, they have free choice and can go toa 
civilian hospital and have a civilian physician. They simply need 
to indicate that they come under this program, and they show their 
—, card and ask if the hospital will accept them on that 

asis. 

Senator Cuavez. Did the House take any action on the free choice? 

Admiral Giumorn. They made a comment upon it. They made 
a comment that they thought we ought to use our military hospitals 
more. We have lost some patients as a result of care in civilian insti- 
tutions, about 114 average daily patients. 

Senator Cuavez. What is the average pay per day for military 
dependents in a civilian hospital? 

Admiral Gitmore. It is estimated that the total with physician’s 
fees will run around $50 a day. 

Senator Cuavez. How does that compare or have you ever made 
a comparison between the costs to the average citizen in a civilian 
hospital? 

Admiral Gitmore. It is the same as it costs the average citizen. 
Senator Cuavez. Over here in Bethesda, it is only about $18. 


DIFFERENCE IN COSTS ANALYZED 





Admiral Grtmore. Our overall costs in naval hospitals are $16.72 
a patient day. However, Mr. Chairman, costs between any two 
hospital systems are difficult to compare unless you go into every 
little detail. For example, the Government does not amortize their 
debt that they contracted when they built the building. They do 
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not pay interest on their investments and still, at the same time, our 
interns and residents are paid at a much higher level than the people in 
civilian hospitals. We do not have nurses in training in our hospitals, 
whereas a civilian hospital will procure considerable assistance and 
help from that group, so the two costs are rather difficult to call 
comparable. 

Senator Cuavez. The only thing that I had in mind was the vast 
difference between a hospital at Bethesda and, say, Providence and 
any other private hospital here in the city of Washington. 

Admiral Gitmore. That is correct. One of the big answers to it 
js that our personnel do not receive the same pay per hour of work 
that they do in civilian life. We do not have 40-hour weeks. 

Senator Cuavez. The American Medical Association representative 
will testify and we will inquire of him. 

Do you have anything further to state to the committee? 

Admiral Gitmore. No, sir, I have nothing else, unless you have 
some questions you would like to delve into. 

Senator Cuavez. I have no questions. We thank you very much 
for your statement. We enjoyed your testimony. 

The committee will now recess until Monday morning at 10 o’clock. 

(The committee recessed at 4:45 p. m., Friday, June 14, 1957, to 
reconvene at 10 a. m., Monday, June 17, 1957.) 
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MONDAY, JUNE 17, 1957 


Unrtep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room F-39, 
the Capitol, Hon. Dennis Chavez (chairman of the subcommittee), 
presiding. 

Present: Senators Chavez, Ellender, Saltonstall, Young, Smith, 
Dworshak, Symington, and Flanders. 


DEPARTMENT OF THE NAVY 
Civit ENGINEERING, Navy 


STATEMENTS OF REAR ADM. ROBERT H. MEADE CEC, USN, CHIEF, 
BUREAU OF YARDS AND DOCKS; REAR ADM. GEORGE F. BEARDS- 
LEY, USN, ASSISTANT COMPTROLLER, DIRECTOR OF BUDGET 
AND REPORTS; AND CAPT. NORMAL J. DRUSTRUP, CEC, USN, 
ASSISTANT CHIEF FOR ADMINISTRATION AND COMPTROLLER, 
BUREAU OF YARDS AND DOCKS 


STATEMENT ON UNEXPENDED BALANCES 


Senator CHavez. The committee will come to order. 

The next item to be considered will be “Civil engineering, Navy.” 

The budget estimate was $138 million. 

The House allowed $134,630,000, or $3,370,000 less. 

We will be glad to hear from you on this item. 

Senator ELLENDER. Mr. Chairman, before we proceed, I wonder 
if we could get from the Navy the unexpended balances in their annual 
and no-year appropriations. 

Admiral Bearps.ry. I can submit it for the record. 

Senator ELLENDER. Unexpended balances to June 30, 1957, and 
then your anticipated unexpended balances as of June 30, 1958, and, 
further, particularly in respect to aircraft an related procurement, 
in fact, where you purchased hardware and so forth, as to all those 
items, what did your contracts or purchases amount to for the first 
3 months of the years 1956 and 1955. 

Admiral Brearpsitey. We can submit that for the record. 

(The information referred to follows:) 
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DEPARTMENT OF THE Navy 


Expenditures and balances, fiscal year 1957-58 


{In thousands] 





re 

















Total NOA-1958 Net ex- 
| available for (House penditures Unex- 
expenditure | Net expend- | Unexpended approval fiscal year mded 
Item fiscal year iture fiscal balance plus reclama 1958 alance 
1957 (after year 1957 | June 30,1957| including (budget June 30, 
lapses) MCN and | document) 1958 





MCNRF) 
















Continuing accounts..| $14,696,466 | $4, 559,000 | $10,137,466 | $4,749, 224 | $4, 402, 000 | $10, 484, 699 
Annual accounts... 6, 844,424 | 5, 967,148 877,276 | 6,028,098 | 5, 973, 800 931, 574 
Special funds. -__-. _.- 22, 920 19, 268 3, 652 20, 100 19, 000 4, 752 
Revolving funds -__--- 670, 472 —95, 416 765, 888 —190, 000 —5, 800 581, 683 
i saat Rice srees ncn lpgreecnemeel pecs eoetoomtllcnaicetaapetetoresss eecssanea en 

RE ec satan 22,234,282 | 10,450,000 | 11,784,282 | 10, 607, 422 | 10, 389, 000 | 12, 002, 704 





First quarter obligations budget category III (major procurement) 
{In thousands of dollars) 

























Fiscal year Fiscal year Fiscal year 
1955 July to | 1956 July to | 1957 July to 
September September September 








(RRO ie cn cccinacancticcweckabubwhasnghldoseebiedecudahed 250, 160 | 242, 964 759, 414 
aa ES (niin icin accede snide dearttaeasittenta ti 381, 085 195, 762 519, 906 
Sees, oul abana aeeeneanenee 5, 925 9, 159 —12, 264 
ee nS I ok on hE ch cand deme 1, 467 5, 035 1, 199 
le nn 2 a ee eee acinie mibtecbiniauinie 1, 166 1, 050 110 
(Gf) Weapons__...__- debt bap adoediihedabeo nth de te oh sk aed dieke 2, 184 1, 261 2, 068 
fanaa eee ap ae ee 29, 767 21, 952 35, 604 
(h) Guided missiles__._....__..._._-.-- ' 20, O71 50, 649 90, 698 
(i) Electronics and communication 17, 446 18, 602 25, 566 
(j) Production equipment and facilities___...........-_- ihc 200 —2, 291 —10, 950 
(k) Other major procurement and production__--..-...-...--- 3, 625 5, 982 7, 919 

Oe NREON DORUINONIN Gs oo mccckcgewneansusonsiessnch= | 713, 096 550, 125 1, 419, 360 





CIVIL ENGINEERING, NAVY 


Admiral Brarpstey. The next appropriation is “Civil engineeing, 
Navy.” 
The Navy is requesting a reclama here of $2,368,000 of the House 
cut of $3,370,000. 
Program and financing 





1956 actual | 1957 estimate | 1958 estimate 








PROGRAM BY ACTIVITIES 
Direct obligations: 













1. Engineering services _ _- a $17, 259, 171 $17, 129, 000 $18, 397, 000 
2. Maintenance and operation of shore establishments. -- 82, 904, 301 89, 145, 000 95, 386, 000 
3. Special procurement ------ skhseidesssdewseans 5, 930, 740 8, 720, 000 | 9, 398, 000 
4. Construction battalion support - el ia ee ate 7, 472, 158 7, 771, 000 8, 519, 000 
5. Departmental administration.._..........- deadioa 5, 706, 330 5, 729, 000 6, 300, 000 

Total direct obligations. ..........-...-- eR aekesd Pace 119, 272, 700 | 128, 494, 000 138, 000, 000 




















Re —— able obligations: 


. Engineering services _ -- 261, 940 300, 000 300, 000 
2. Maintenance and operation of shore establishments. -- 14, 965, 017 17, 000, 000 20, 000, 000 
3. Special i ES Tee cdtoe ater 13, 744, 316 21, 452, 000 26, 500, 000 
4. Construction battalion support.- Josh tcledeesebeh sth 3, 429, 510 2, 618, y 000 540, 000 


Total reimbursable obligations. ............-.------ 32, 400, 783 | 41, 37 0, 000 


_41, 340, 000 


~ 169, 864, 000 185, 340, 000 








151, 67. 3, 483 
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Program and financing—Continued 


eC OC 








1956 actual | 1957 estimate | 1958 estimate 
a iciigepleeianeghisiplont th Clriabetatecntiaiatnbiecite Ecscccdhea een aaa 
FINANCING 
Unobligated balance brought forward (69 Stat. 438) ___.......- —$454, 907 | —$2, 432,442 | —$3, 854,000 
Unobligated balance transferred to ‘‘Servicewide supply and 
finance, Navy”’ (anticipated reimbursements to be earned 
from military assistance fund reservations) ___........._._-_- MED Sisinicncdnacnchiabhenmammmiest 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trans- 
ferred from— 
“Navy personnel, general expenses” ____._.----..-.....-- —239, 334 A TO Bib s5s 
“Shipbuilding and conversion, Navy’’---.-..---.-.....-- a ne 
“O ee Gis Saat, NANG ho ons cdlii i elcehnle OO DEO [ae dsdc owe cncebhos wodeunecnens 
Advances and reimbursements from other accounts: 
Deliveries of materiel common to United States require- 
ments ordered by military assistance in current year_.__|-..........-.-- 278, 000 he. csc -cs2<2 
EE cencktihwestanseh~peeshenst nen apaeuimnameiell atten —33, 525, 738 | —39, 200,000 | —43, 822,000 
Reimbursements from non-Federal sources (41 U. 8. ©. 231 
es aa ‘ aenmassGusabh panandathnththontanashinns —966, 308 —71B, C00 fa snnsessecscde 
Anticipated reimbursements for future year deliveries of 
materiel common to United States requirements ordered by 
TD UD errr on A aati 
Unobligated balance carried forward (69 Stat. 438) ___.-....__- 2, 432, 442 3, 854, 000 336, 000 
Unobligated balance no longer available -_-----..........--- 2, 700, 239 1, 117, 584 j-_--..... nema 
000 138, 000, 000 


INE in. rey n'cctinieagsxsionitenmeslgatniieuaalil 120, 069, 700 | 129, 600, 





PREPARED STATEMENT 


Rear Admiral Meade, Chief of Bureau of Yards and Docks, is here 
as principal witness for the ‘‘Civil engineering” appropriation. 
dmiral Muapr. Mr. Chairman, I have a statement I can read or 
put in the record. 
Senator Cnavez. I prefer that you put it in the record; then you 
may discuss it. 
(The statement referred to follows:) 


STATEMENT OF REAR Apm. R. H. MEapg, CEC, USN, Cuter or THE BUREAU OF 
YARDS AND Docks 


Mr. Chairman and members of the committee, I am pleased to appear before 
this committee and report on the programs of the Bureau of Yards and Docks, 
and to present our plans for the fiscal year 1958 as financed from the appropriation 
“Civil engineering, Navy.” 

For fiscal year 1958, a net increase of $8,504,000 is requested over the funds 
available in fiscal year 1957. This is $1,002,000 less than indicated on page 5 of 
the congressional budget submission as this amount of the House reduction is not 
requested for restoration. Actually, additional costs and programs to be sup- 
ported during fiscal year 1958 total $18,763,000. The specific items are as follows: 


Civil service retirement (Public Law 854, 84th Cong.)_._.__.__._.____ $4, 413, 000 
Additional costs of excess day___-__-_____-_------ big dats Ce ee 347, 000 
ee ee ee ee eS 4, 079, 000 
Additional functions and facilities _ _ __ 3 394, 800 
Rental of motor vehicles___-_-_ _- : a ceeee slut. Jee. te 306, 000 
Special projects and collateral equipment __-__- aod Rule oak. | 
Maintenance and operations _ _ _- Bs Nes ct 3, 801, 200 

eee Ss ek el pe a ere ius Sree 


This indicates that additional requirements of $18,763,000 will be supported 
with an additional appropriation request of only $8,504,000. This additional 
request is required to support increases in personnel costs required by law, the 
cost of material price increases and functions and facilities added to the appro- 
priation for support during fiscal year 1958. This $8,504,000 is the portion of 
the total additional costs of $18,763,000 enumerated above which cannot be 
absorbed if the missions and functions funded by this appropriation are to be 
carried out at the minimum level consistent with operating requirements. 
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In conclusion, I assure you that this 1958 budget request has been developed 
on a realistic and economical basis. Each element has been included with gop. 
sideration of supporting only essential requirements financed from this appro. 
priation. 

As of April 30, 1957, obligations and commitments total $128,494,000 as com. 
pared to the fiscal year 1957 appropriation of $129,600,000. The baiance of 
$1,106,000 represents a reserve established by Bureau of the Budget as a resylt 
of Public Law 1020 section 406 of the Housing Act of 1956. 


DESCRIPTION OF APPROPRIATION ACTIVITIES 






Admiral Mzapsz. In order to save the committee’s time, I might 
say that this appropriation is that made available to the Bureau of 
Yards and Docks for certain maintenance and operating responsibil- 
ities relating to the Shore Establishment and certain central services 
of an engineering and professional nature relating to the Shore Estab- 
lishment. 

As the chairman stated, the original submission on this particular 
appropriation to the House committee was $138 million. The House 
has seen fit to eliminate items amounting to $3,370,000. 


RESTORATION REQUEST 





After further review of the House committee’s action, I am author- 
ized to return to this committee asking for the restoration of 
$2,368,000. 

The rest of it, just a little over a million dollars, was scattered 
through a number of items. 

I have been directed to find ways of getting along without that next 
year. But the remainder, $2,368,000, all falls on one particular pro- 
gram, that being the program for our public-works centers. 


PUBLIC-WORKS CENTERS 






Now, those centers, as you gentlemen know, are five in number, 
scattered throughout the world in places where there are large numbers 
of naval activities. 

In the interest of economy of operation we have developed a system 
of having these central public works organizations give service to the 
adjacent activities. 

Senator ELLENDER. Was the House specific in allocating money for 
the five centers? 

Admiral Merapre. Yes, sir. 

Senator ELLeENpER. How many of the centers will be located in 
this country? 

Admiral Meapr. Of the 5—Guam, Guantanamo Bay, Norfolk, 
Pearl Harbor, and Subic Bay—1 is here in the United States, that 
being the 1 at Norfolk. 

Senator ELLENDER Is this pay for personnel only? 

Admiral Mrape. No, sir; this particular item is accounted for in 
three ways. 

RETIREMENT FUND CONTRIBUTION 


The estimate included civil-service retirement contributions—— 
Senator Cuavez. How much is that? 

Admiral Mrapr. $790,000. 

For payroll cost for the 1 excess day in 1958, of $79,000. 
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Senator CHavez. What is the excess day? iss 

Admiral Meapr. The accountants can do a better job on explaining 
that one, but this appears in every eer 

For pay purposes, as I understand it this is 1 extra working day 
in fiscal year 1958 as compared to fiscal year 1957. . 

Captain Drusrrup. There is 1 more working day in fiscal year 
1958 than in 1957. 


NONRECURRING REPAIRS 


Admiral Mrapr. If I may continue that, sir, the third item is for 
nonrecurring repair projects. That is a million and a half dollass, 
$1,499,000. 

These are items of maintenance and repair that have been deferred, 
awaiting funds. 

We have a specific list of those projects if the committee would care 
to have them for the record. 

Senator ELtenpER. Are those projects in connection with thé 
centers themselves? 

Admiral Mrapr. Not for the benefit of the centers. These are 
projects that the center will perform for the benefit of the naval 
activities. 

Senator ELLENpER. Is that to maintain facilities so that they can be 
used for the purposes intended? 

Admiral Mrapp. Yes, sir. 

A typical example at Norfolk, repairs to a bulkhead and rehabili- 
tation of a fire-protection sprinkling system on a pier. Certain 
maintenance dredging in the Sewells Point area and installing an 
industrial exhaust system for a woodworking shop, a small one. 

Senator ELLeNpDER. How much are you in arrears on maintenance? 
I happen to be the chairman of the Public Works Subcommittee, and 
in that area the arrearage is 8 years. 


BACKLOG OF REPAIR WORK 


Admiral Meape. I can measure it in dollars. 

Senator ELuenprER. | am talking about backlog. When should this 
have been done? 

Admiral Merapr. In terms of backlog we have a list at various 
centers, but my recollection is that they total about $55 million in ali. 

Senator ELLENDER. You mean at these five centers? 

Admiral Mrapr. Yes, sir. 

Senator ELLENDER. What 1s the backlog? 

Captain Drusrrup. May I correct that? The $55 million backlog 
is for all the maintenance activities supported by this whole appro- 
priation, for the 5 public work centers alone, the work they have to do 
of the backlog is almost $19 million. 

Senator ELLENDER. What are you doing to take care of the backlog 
at these other facilities? Has money beea provided? 

Captain Drustrup. Yes, sir; there are funds, not in this total 
amount, of course, but there are funds budgeted during each year and 
there are funds in this 1958 budget for accomplishing a measure of 
that backlog, as much as was found practical. 

Senator ELLENDER. I am happy to hear that. I think it is folly for 
our Government to erect various facilities throughout the Nation 


scl ca 
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such as rivers and harbors and flood-control projects, and then not 
provide the necessary maintenance. 
That is one thing, Mr. Chairman, that this committee should 


approve, because in the long run, it will cost so much more if repairs 
are neglected. 





NATURE OF DEFERRED PROJECTS 





Senator CHAvez. You mentioned five projects. 
What were the others? 

Admiral Mrapr. Guam, Guantanamo Bay, Norfolk, Pearl Harbor 
and Subic Bay, Mr. Chairman. 

Senator ELLENDER. One on the continent? 

Admiral Mraps. Yes, sir. 

Senator Cuavez. Tell us about the individual cases, one by one, 

Admiral Meapr. With respect to these projects deferred, sir? 

Senator CHavez. That is right. 

Admiral Mrapr. At Guam there are four projects. These are all 
relatively small projects. For the grounding of electrical equipment, 
a project of $50,000. 

Coating of roads, eighteen-odd-thousand dollars. 

Fluoridation of water supply system, $23,000, and to provide a 
guard rail along a travel route, $1,900. 

At Guantanamo Bay there are four items there 

Senator CHAvez. Just a minute on the first one. 

The request that you are now making in the item that you are now 
discussing, the money item, will take care of that project if you get 
the money; is that correct? 

Admiral Meape. That is correct. 

Senator CuHavez. By this committee and the Senate restoring it you 
will be able to carry out your program. 
Admiral Meape. Yes, sir; as given here. 


One was Guam. 





























REASONS FOR LIMITED REQUEST 





Senator CHAavez. To meet the requirements for 1958? 

Admiral Meape. It is an acceptable step forward. We have to 
increment this in various years. ‘This is the part we are permitted to 
ask for this year. 

Senator Cuavez. Why did you not ask for some more? You are 
not asking for all the House cut? 

Admiral Meape. It is a question of judgment, sir, as to how much 
you can apportion to the various things in accordance with the rela- 
tive needs in the service. We feel this is our share and an acceptable 
increment. 

Senator Cuavez. It is acceptable, but I am trying to reach an 
understanding. 

You asked for so much originally and the House cut it down so 
much. 

Admiral Mrapk. Yes, sir. 

Senator Cuavez. Now, you are willing to accept some of the House 
cuts? 

Admiral Meape. Yes, sir. 

Senator Cuavez. Why did you not ask for the original one if this 
is acceptable? The way I feel about this is this: I know we have a 
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Budget Bureau, but you are in charge of this particular work. Do 
ou need it, or not? 

Admiral Meape. Mr. Chairman, we can always use more money. 

Senator CuAvez. It is not a question of being able to use it. Why 
did you not ask for it? 

After all, the Budget Bureau does not appropriate, you know. It 
is the Congress that appropriates. 

The question should be: Do you meet the functions and duties 
imposed upon you in this particular kind of endeavor under the 
House cut? 

Admiral Merape. In the sense, sir, that we can perform our share 
of a balanced program considered to be adequate by the Secretary 
of the Navy and the Chief of Naval Operations, this is a perfectly 
satisfactory amount for us to get along with. 

Senator Cuavez. It is all right with me. But I can differentiate 
between what the Budget Bureau says, who are interested only in 
dollars and cents, and that which is required for you to carry out 
your duties. 

1 ITEMS NOT APPEALED 


Admiral BearpsLrey. Mr. Chairman, one of the items we did not 
reclama from the House action was the saving resulting from the 
reduction in departmental civilian personnel. We did not reclama 
that and there were several other minor adjustments we did not 
reclama. 

Senator ELLeNpDER. Before the Public Works Committee last year, 
it was stated that $66 million was required to handle the backlog in 
operation and maintenance. With no budget estimate available the 
Public Works Committee provided $10 million so that this backlog 
would be reduced annually. I feel that the services should make an 
evaluation similar to that made by the engineers, so that next year, 
a start may be made to reduce the backlog. 

There is no doubt in my mind that neglect will not only make it 
impossible for the facilities to be used for the purposes for which they 
were erected, but by neglecting repairs future costs will be increased. 

However, the great problem with the services, and I do not say 
this disparagingly, seems to be to neglect operation and maintenance 
if there is a shortage of funds. Personally, I believe this is a bad 
policy, and only makes for greater waste in the long run. 


QUESTION OF ACTUAL SAVINGS 


Senator Cuavez. It is like the everyday affairs of life, Admiral. 
A man has a home and the roof is leaking. It might cost $45 to fix 
it, but he says, “I am going to save that.”” Before he knows it, the 
whole roof comes down. 

I would imagine that unless you do repair properly that it will cost 
more in the long run. 

Admiral Merape. I agree with you, sir. 

Senator Cuavez. Proceed. 

Admiral Mrapr. Does the committee have any further questions? 

Senator CHavez. Not on this item. 
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RESEARCH AND DEVELOPMENT, Navy 


STATEMENTS OF REAR ADM. RAWSON BENNETT, USN, CHIEF oF 
NAVAL RESEARCH; REAR ADM. G. F. BEARDSLEY, USN, ASSIST. 
ANT COMPTROLLER, DIRECTOR OF BUDGET AND REPORTs, 
AND WILLIAM W. EDWARDS, COMPTROLLER, OFFICE OF NAVA} 
RESEARCH 


Program and financing 


j j ae 


1956 actual | 1957 estimate 1958 estimate 


| 
PROGRAM BY ACTIVITIES | 


Aircraft and related equipment ‘petnngen caieh bs $148, 528, 738 | 
2. Guided missiles and related equipment -_--__.--..-.-- 95, 226, 874 146, 219, 035 
3. Ships and small craft and related equipment. ___- .-| 80, 511, 517 72, 450, 762 
. Combat and support vehicles and related equipment .| 202, 523 20, 000 | 
. Artillery and other weapons and related equipment. ___| 641, 075 3, 202 
;. Ammunition and related equipment __- - | 66,481,794 | 54, 268, 132 
. Other equipment_-_________-- sich | 26, 518, 393 25, 936, 036 | 
. Military sciences.-_--........---- 87, 472, 593 83, 632, 417 
Total obligations 495, 533, 507 513, 899, 000 
Financing: | | 
Unobligated balance brought forward | —40, 384, 645 | , 002,138 | —19, 103, 138 
Unobligated balance transferred from ‘‘Emergency fund, 
Department of Defense’’ (70 Stat. 456) _- —7, 000, 000 | , 
Unobligated balance carried forward | 19, 002, 138 | 19, 103, 138 19, 103, 138 138 
Appropriation (adjusted) -_- J | 474, 161, , 000 _507, 000 000 | _ 508, 000,000 00, 000 
Classification of program for administrative purposes: e 
1. Office of Naval Research | 72, 444, 098 | 70, 185, 178 54, 589, 000 
2. Bureau of Aeronautics | 19], 826, 709 170, 325, 143 165, 159, 00 
3. Bureau of Ships | 83, 782, 462 , } 84, 273, 000 
. Bureau of Ordnance | 134, 120, 443 78, 362,242 | 186, 769,000 
5. Bureau of Medicine and Surgery 4, 440, 000 | , £09, 318 | 4. 474.000 
5. Bureau of Yards and Docks 3, 0°7, 859 3, 542, £03 3, 282, 000 
. Bureau of Supplies and Accounts rad a 680, 802 | "026, 768 947, 000 
. Bureau of Naval Personnel : 523, 609 | 580, 151 672, 500 
9. Marine Corps..-_- ‘ 7 etek 4, 607, 525 | , 909, 297 | 4 854, 000 


Total obligations mbes alent iu 495, 5 33, 507 | 513, 899, 000 | 


HOUSE REDUCTION 


Admiral Bearpstey. The next item is “Research and develop- 
ment, Navy.” The Navy requested $505 million for this appro- 
priation. The House reduction is $10 million. 

The Navy is appealing for the full amount of the House reduction. 

Admiral Bennett, Chief of Naval Research, is the principal witness 
for this appropriation. 

Senator CHavez. That is $10 million. 

Admiral Brearps.Ley. Yes, sir. 


PREPARED STATEMENT 


Admiral Bennett. Mr. Chairman, I have a prepared statement 
which may be entered in the record, with your permission, sir, and I 
will speak to that very briefly. 

(The statement referred to follows: ) 
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SraATEMENT OF THE CHIEF OF Nava Researcu, Rear ApM. Rawson BENNETT, 
Unitrep States Navy, tN CoNNECTION WITH THE ESTIMATES OF THE APPRO- 
PRIATION ‘‘RESEARCH AND DEVELOPMENT, Navy,” FoR Fiscat YEAR 1958 


Mr. Chairman and members of the committee, I am Rear Adm. Rawson Ben- 
nett, Chief of Naval Research. I am glad to have this opportunity to meet with 
you again and review some of the developments which have taken place during 
the past year. 

With your permission, I propose to discuss first the overall Navy picture in 
terms of our resources, the problems we need to solve and the distribution of 
effort among them. I will follow this with a report on a few of the things which 
we have accomplished with the funds which you have previously made available. 

The Navy is requesting $505 million of new obligational authority for support 
of the fiscal year 1958 research and development program. It compares with 
$514 million for fiscal year 1957 and $496 million actually obligated for fiscal year 
1956. 

The fiscal year 1958 research and development program is the most austere 
which the Navy has ever presented, and includes only projects which are urgent 
essentials. You may well ask why this should be when there is no sharp reduction 
in the number of dollars involved in the program for the 3 years 1956, 1957, and 
1958. There are basically two reasons: First, the amount of research and devel- 
opment which can be bought for a dollar; second, the complex and inherently 
expensive character of the work which we must now do. 

The Consumer Price Index now stands at 118.2. The base of 100 is for the 
period 1947-49. More specifically related to research and development costs is 
the fact that in 1941 a top-grade supervisory engineer in Government made 
$6,000 per year, with a few making as much as $7,209. In 1953, such a man cost 
$11,000, and this year he will cost $12,000. And even these salaries are not com- 
petitive with industry. There has been a corresponding increase in supporting 
costs. In industry’s research and development, the cost for each professional 
worker rose from $23,000 in 1951 to $27,000 in 1953, and I am quite sure that this 
upward trend has continued. 

In addition to this increase in what might be ealled the unit cost of research and 
development, there has been a major increase in the technical complexity of equip- 
ment and in the difficulty of problems. This requires the expenditure of more 
“ynits’ on many critical programs. For example, a standard military communi- 
cations receiver in 1941 contained 7-9 vacuum tubes. Today’s receiver doing the 
corresponding job has 28 or 29 tubes. Similarly, standard fleet sonar equipment 
now costs about nine times what 1941 equipment cost. 

Another related factor contributing to increased cost in terms of some hypo- 
thetical research and development unit effort is the fact that we must operate on 
the extreme edge of our scientific and technical knowledge. We are trying to do 
things which we are not sure are possible with existing knowledge. This means 
that expensive cut and try methods and exhaustive testing are necessary. If the 
project is of sufficient importance, alternative approaches for certain phases may 
be supported to insure that the program is not stopped by the lack of a critical 
element at the proper time. The fleet ballistic missile is an example of this type 
of work. This shift in the nature and complexity of our projects combined with 
the increased cost of doing business explain why this is the most austere program 
which we have submitted in the face of little change in the dollar amount. 

In discussing our funding problems, particularly in connection with the missiles 
or aircraft, the question naturally arises, “Couldn’t you use missiles or aircraft, 
or what have you, developed by the Army or Air Force?” Unfortunately, the 
answer to this question is, for the most part, ‘‘No.’’ We can and do learn from 
and make use of the other services’ work but we are seldom able to simply take over 
a piece of equipment developed by them. Because we operate on, under, and 
from the sea, we have special and more stringent requirements. As you have no 
doubt read in the newspapers, the Navy has recently found it necessary to with- 
draw from a cooperative effort with the Army in the development of an inter- 
mediate range ballistic missile. We withdrew reluetantly. We had to take this 
action becaues the missile being developed by the Army had two characteristics 
which imposed great penalties for shipboard use. One is its use of liquid fuels, 
which are very difficult and dangerous to handle aboard ship. In addition, the 
size of this missile was such as to limit undesirably the type of ship from which it 
could be launched. Neither of these characteisties is necessarily critical for land 
use but the penalties which they imposed for naval use were excessive. The 
Polaris is smaller and can be launched from a wide variety of ships. 
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On the other hand, the Marine Corps has recently decided to drop an independ. 
ent development of a low altitude surface-to-air missile and participate in an Arm 
development which it appears will meet their requirements for amphibious warfare 

Currently and for some time to come the strike capability of the Navy is pro- 
vided by the carrier task force. It is a versatile mobile base for such aircraft ag 
the A3D. We have a continuing need for the versatility of the attack aircraft, 
In meeting the Navy’s general requirements for attack aircraft, we acquire 
nuclear deterrent capability as a bonus, for these airplanes can deliver atomic 
weapons as the President has previously indicated. 

any exponents of airpower feel and say that it is quite simple to detect and 
track a carrier or a task force. However, for good technical reasons, the carrier 
task force is in no significant danger from long-range ballistic missiles now or jn 
the foreseeable future. The defenses of these forces against more conventional 
attack are quite formidable. Within a limited radius, surface-to-air missiles form 
an umbrella. At greater ranges, we have our interceptors. 

These interceptors are another example of the basic difference between land- 
based and carrier-based aircraft and illustrate the inability to attain complete 
interchangeability among all equipment of the three forces. 

Catapult takeoffs and arrested landings necessitate the construction of aircraft 
with more severe requirements than are needed for operation from conventional 
airfields. Aircraft possessing these requirements permit the current Navy- 
Marine Corps development of shore-based catapult and arresting gear for ad- 
vanced base and amphibious operations. This will eliminate the need for time. 
consuming construction of expensive airfields. 

I imagine that you are generally familiar with the SAGE system for air defense. 
Well, the same conditions which impose a requirement for such a system on land 
also apply to the defense of the carrier task force. But for shipboard use, the 
bulk and weight must be drastically reduced without material reduction in speed 
or capacity. The geographic area which must be covered is smaller in the task- 
force application, but the communication problem is much greater. 

As you know, we have often made use of the summer study or the special study 
group as a technique to get the best scientists and engineers in the country to 
look at a particular problem. Last summer, such a group, called project 
NOBSKA, took a close look at the technical problems involved in providing the 
Navy with increased future capabilities in undersea warfare in an era when nuclear- 
powered submarines are a fact. The NOBSKA recommendations are still being 
considered, but some programs have already been reoriented. 

Improvements in our ability to utilize the undersea areas as an avenue of attack 
and in our capacity to counter the enemy submarine threat pose many problems 
that require solution. 

In general, we have three threats which we must counter. The first is the very 
large and ever-expanding fleet of Russian conventional submarines. The 
second is the potential threat of nuclear-powered submarines. And the third is 
the special case of the missile-firing submarine. 

The major problems of coping with these threats are detection, identification, 
and tracking. The optimum methods of accomplishing this differ somewhat for 
each threat. 

It should be noted that countering the submarine threat could be of utmost 
importance in either limited or total war. 

In another area related to the seas on which we operate, we have problems in 
ship power and construction. In the nuclear power area, we have need for smaller 
and lighter reactors suitable for smaller combatant ships. In the area of pro- 
pulsion, we need specially designed pumps, gears, and heat exchangers. For 
example, in heat exchangers, we require 10 times the heat exchange rate of 
anything industry is interested in. In ship construction, we have the problems 
of silencing the machinery to minimize passive detection by submarines. These 
are only some of the problems. 

The Marine Corps continues the development of tactics, techniques, weapons, 
and equipment required for modern amphibious warfare. This program will 
insure that we have integrated air-ground landing forces instantly ready to sup- 
port national policies in either general nuclear war, or limited, peripheral non- 
nuclear wars. 

Emphasis in this area of development is on increasing the strategic and tactical 
mobility of landing forces and the combat power of all elements of such forces. 
Significant gains have already been achieved, but much remains to be done in 
reducing the size and weight of weapons and equipment while increasing their 
effectiveness and efficiency. 
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Finally, the Navy has a particular interest in and requirement for basic and 
supporting research. It is true that basic research supported from other sources 
will benefit the Navy and likewise research supported by the Navy will eventually 
have wider applications. However, we know that many of our present and most 
of our future problems can be solved only with information derived from basic 
research now being done. Thus, we must be sure that research areas with poten- 
tial (or certain) naval applications are not neglected, and that the Navy is well 
acquainted with research progress and findings which may hold the key to power- 
ful new warfare techniques. 

I have touched very briefly on some of the areas of primary concern to the Navy. 
I will now review some of the highlights of our proposed fiscal year 1958 efforts. 

We will continue our efforts in aircraft development. Some of the more im- 
portant areas are higher altitudes for interceptors and a complete all-weather 
capability for attack aircraft. This matter of increased altitude for our inter- 
ceptors is worthy of special emphasis. Basically, the problem of building large 
attack-type aircraft for high-altitude operation is simpler than the problem of 
getting effective equally high altitude performance for interceptors. In general 
this is the case because the attack aircraft can be designed specifically for optimum 
performance at say 50,000 to 60,000 feet, whereas, interceptors are required to 
fight at all altitudes including the maximum altitude of attack aircraft. With 
regard to carrier-type aircraft, even if we sacrifice intermediate altitude perform- 
ance, these planes must be designed for favorable operation under conditions of 
catapult takeoffs and arrested landings. In other words, there is the require- 
ment for stability and flyability at sea level at speeds of 100 to 150 knots. We 
are finding that we can solve this problem but we know that it will require sub- 
stantial effort. 

Missiles are a most important development field and we are continuing a num- 
ber of important programs. As you are aware, at present, our major effort is 
going into the development of a ballistic missile. allistic missiles have been 
referred to as the ultimate weapon. However, there is good reason to believe 
that for at least some applications, air-breathing surface-to-surface guided missiles 
such as Regulus and its successors will prove to be more effective than ballistic 
missiles. Therefore, work on this family of missiles must continue. Work con- 
tinues on surface-to-air missiles to extend the radius of the inner umbrella to 
protect our task forces against enemy air attacks. The effectiveness of our inter- 
ceptors is being increased through improvement in air-to-air missiles. A greater 
range, accuracy, and producibility together with decreased vulnerability to coun- 
termeasures is being sought and achieved. In recognition of the fact that we 
cannot develop every desirable weapon, several promising missile developments 
have been terminated or will not be initiated. Other missile developments 
delayed from 1 to 2 years by reduced funding. 

In order for our missiles, interceptors, and other weapons to be effective, we 
require means to find and follow the enemy both in the air and under the sea. 
We need to be able to look out to greater and greater distances and tell that there 
is something out there, and we need to improve our ability to determine just what 
itis. Our radar and sonar programs are devoted to these ends. Likewise, as I 
mentioned earlier, we can make fully effective use of our weapons only if we can 
acquire and analyze the information obtained from these and other sources and 
convert it into instructions to the various strike weapons which we have available. 
We expect to use the most advanced types of electronic computing equipment 
and high speed communications gear to reduce the time required in this process. 
Moreover, this equipment will have compactness and reliability far beyond any 
equipment now existing. 

We will maintain a limited effort toward improving nuclear power systems for 
shipboard use; in electronics and mine countermeasures, and in research into 
materials and components. 

In order to provide the knowledge necessary for future improvements in naval 
warfare techniques, we are continuing our program of basic and supporting re- 
search. As is true of the remainder of the program, this area has been very 
carefully screened and all that is not absolutely essential eliminated in order to 
insure a balanced over-all program. 

I have tried to give you a quick overall view of the Navy’s principal problems 
and the areas of major emphasis of our proposed research and development. We 
are trying to do things that haven’t been done before and we will not always 
succeed. Some of our work will pay off and some won’t. We feel that your 
best guaranty that the funds which you provide will be well spent and productive 
is the knowledge that our past programs have continuously produced new and 
improved weapons and equipment and that the fighting capabilities of the United 
States fleet are unsurpassed. 
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ORIGINAL ESTIMATE 





Admiral Bennerr. Our fiscal 1958 request, originally totaled $505 
million. Now, this amount in relation to the things required for the 
fleet was a very austere budget, one of the most austere I have seen jp 
a good many years in research and development because we haye 
conflicting trends. 

The cost and complexity of our new items tends to go up all the 
time, but the resulting effort tends to go down each year. 

Senator ELLENDER. Why do you say that, Admiral? 

Admiral Bennett. The reason, sir, is that, for example, civil- 
service retirement will take nearly $10 million out of the $505 million, 
The inflationary trend takes an additional amount out of it. 

Senator Ettenper. I thought you meant in accomplishment, 

Admiral Bennett. No, sir. 

Senator ELLENpER. How much was your original request? 

Admiral Benner. $505 million. 

Senator ELLENDER. How much did you ask originally? 

Admiral Bennett. $536 million. 

Senator ELLENDER. So you were cut back only $31 million? 

Admiral Bennett. The $505 million was the figure that went. to 
the House. 

Senator ELLENDER. You were treated much better than the Air 
Force. They were cut almost 26 percent, if my memory serves me 
well. 

Admiral Bennetr. Should I say, Senator, that there were some 
discussions before that? 


RESTORATION REQUESTED 


Senator Cuavez. The figures before us, show the President asked 
for $505 million. The House allowed you $495 million? 

Admiral Bennett. Yes, sir. 

Senator CHavez. You want to get back to $505 million? 

Admiral Bennett. That is right. 

Senator Cuavez. And not the original request that you made? 

Admiral Bennett. That is correct, sir. 

Senator CHAvez. $505 million is the original President’s budget? 

Admiral Bennerr. That is correct. 

Senator Cuavez. But when you originally presented your budget 
you asked for more than that? 

Admiral Bennett. Yes, sir; it should be noted, sir, by the committee, 
that in the Navv we have a third environment to deal with, which the 
other two services do not, that is the area of underseas warfare. 

I will come back to this in a moment. 





HOUSE ACTION 

Now we come to the House action. It is evident that our explena- 
tion must have been not clear. The budget activities 1 through 7 are 
specific, aircraft, missiles, and so forth. 

In other words, the hardware. 

Now, the very heart of the program in the long term is the area 
which the House indicated, but did not completely specify for the 
purpose of reduction. This was the area of military science. If you 
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are to have the jet engines you want for aircraft development, the 
materials and metals must be developed under this item of military 
sciences. 

If you want new radar, tubes are developed under this heading of 
military science. 

I feel that the definition of military sciences on the books is unfor- 
tunate because it begins “For studies of all types.” 

This, I think, leaves the impression with some of the Members of 
Congress that the military sciences is mostly studies. This is not 
correct. ig 

RELATIONSHIP TO PRIVATE ENTERPRISE 


Senator ELLENDER. To what extent do you depend on private enter- 
prise for much of your information? 

Admiral Bennett. If I could answer that by answering as to each 
item of the total we are talking to, the entire basic research program is 
included in this bracket. This is largely done in educational and 
nonprofit institutions of various sorts. 

Senator ELLENpDER. Do you contribute to their support? 

Admiral Bennetr. We have contracts, sir. 

Senator ELLeNDER. Do these institutions serve the Navy exclu- 
sively? 

Admiral Bennerr. For the most part they are educational institu- 
tions such as MIT, University of California, and so forth. 


METHOD OF MAKING GRANTS 


Senator ELLeENpER. How are the grants made? 

Admiral Bennett. They are made by contract after proposals and 
negotiations. 

nator ELLENpDER. Is much of your work farmed out? 

Admiral Bennerrt. Yes, sir; 52 percent. 

Senator ELLENDER. Suppose you did not contract with any colleges, 
how would vou get along with the force you have? 

Admiral Bennett. We would not get along, sir, in the basic re- 
search area. 

Senator ELLENDER. You could not? 

Admiral Bennett. No, sir. 


PROPORTION OF WORK UNDER GRANTS 


Senator ELLENDER. In other words, you are dependent upon 
them almost entirely——— 

Admiral Brennerr. No, sir; I would say a little better than half. 
But this is work that could not be done in Government laboratories 
or industry, because the people available do not do research. 

In basic research it is the people that count. 

Serator ELLENpDER. I am trying to determine the extent the Navy, 
the Air Force, and the Army, depend on outside people for research. 

Admiral Bennert. Across the board this would be the 52 pe.cent 
approximately. 

Senator ELLENpDER. You do 48 percent yourselves? 

Admiral Bennett. That is right. 
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RESEARCH IDEAS 





OF NAVY PERSONNEL 


Senator ELLENDER. Does the same thing apply to original ideas? 
If someone in your employ advances an idea, do you have the facilities 
to convert that idea into a reality? 

Admiral Bennerr. Sometimes, yes, and sometimes, not. If it js 
in a development area, probably. If it is in the basic research areg 
probably not. It all depends. 





PURPOSE 





OF FUNDS REQUESTED 


Senator ELtenperR. Of the $505 million requested, how much will 
be used for tooling? 

Admiral Bennett. No tooling is included in this, as such. 

Senator ELLENDER. Must you not erect facilities? 

Admiral Bennett. Not in this appropriation. 

Senator ELLenpDER. What appropriation do you use for that pur- 
pose? 

Admiral Bennett. Military construction, as far as Government 
laboratories. 

Senator ELLENDER. I am talking about research. You have labo- 
ratories, do you not? 

Admiral Bennett. Yes, sir. 

Senator ELtenpER. Do the construction costs for the laboratories 
come out of this appropriation? 

Admiral Bennett. No, sir. 

Senator ELLeENDER. What appropriation supplies the funds? 

Admiral Bennett. Military construction. 

Mr. Epwarps. The maintenance cost and the purchase of research 
tools and things like that are paid out of this appropriation. 

Senator ELLENDER. Then, you do purchase some capital items out 
of this appropriation. 

Mr. Epwarps, If you were to erect a new laboratory, it would be 
part of your military-construction bill, your public-works bill. 

Senator ELLENDER. How much of the amount requested will be 
used for tools and maintenance? 

Mr. Epwarps. Out of this total appropriation, approximately $65 
million will be used for maintenance and operation types of costs. 
It will not be used to add on to the laboratories. It will be for the 
normal repair, maintenance, and so on. 

Senator ELLENDER. Only to maintain the facility. 

Mr. Epwarps. Yes, sir; plus the procurement of oscilloscopes and 
tubes and all that sort of thing that you need to maintain your equip- 
ment or to put it in modern condition. 





PROPORTION FOR BASIC RESEARCH 
Senator CuHAavez. Admiral, out of the $505 million, what percentage 
of that total would you use for basic research? 

Admiral Bennett. This is a little hard to define, Mr. Chairman, 
because the dividing line between basic and applied research is a little 
indefinite. I would say about $20 million maximum. 

Senator Cuavez. You can apply the research until you go to 
procurement? 
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Admiral Bennerr. You have several stages. You have basic re- 
search, in which you are headed into a new area. 

Senator Cuavez. That is your thinking? 

Admiral Bennert. That is right. And you have applied research, 
where you are headed toward development. Finally, you go to de- 
velopment. 

Senator CHAvuz. What percentage do you farm out of the item of 
basic research? 

Admiral Bennerr. About 60 percent. 

Senator CHavez. Are you in a position to do any of that work in 
the Navy? 

Admiral Bennerr. About 40 percent is done in naval laboratories. 

Senator CHavez. About 40 percent, if you farm out 60 percent? 

Admiral BENNeErr. About 70-30 might be a fair breakdown of the 
basic research; 70 percent outside and 30 percent inside. 

Senator CHavnz. Out of the 60 percent? 

Admiral Bennett. Yes, sir. 


DISCUSSION ON HOUSE ACTION 


Senator ELLenpER. Admiral, what is your position in the research 
field? 

Admiral Bennerr. I am Chief of the Naval Research. 

Senator ELLENDER. Are you familiar with all of the details in this 
area? 

Admiral Bennerr. Generally, sir; generally only. 

Senator ELLENDER. Do you supervise the operation? 

Admiral Bennett. In a very broad sense; yes, sir. 

Senator ELtenpnR. Are you a Naval Academy graduate? 

Admiral Banner. Yes, sir. 

Senator ELLENDER. Did you specialize in research? 

Admiral Bennett. Yes, sir. 

Senator ELLENpeR. And development? 

Admiral BenNeETT. Yes, sir. 

Senator Cuavrz. On the item of “Research and development,” the 
House report on page 61 says the following: 

This is the navywide appropriation for research and development activities. 
The committee recommends $495 million, a reduction of $10 million in the budget 
estimate of $505 million, and $3 million greater than the funds appropriated for 
the current fiscal year. The committee is not convinced of the need for the various 
and sundry studies and programs presented in justification of this appropriation 
request, particularly in the realm of military sciences, for which approximately 
$65 million was requested. It believes that this reduction can be achieved without 
detriment to the overall research and development program of the Navy. 


What have you to say about the House committee report? 


EXPLANATION TO HOUSE INADEQUATE 


Admiral Bennett. I was right at that point, Mr. Chairman. There 
is elsewhere in that same paragraph and in other places direct evidence 
that our explanation of the objectives of this category must have 
been inadequate. 

For example, in the general comment on the bill, the House asked 
to be advised if basic research was to be curtailed in a substantial 
way. In that same paragraph they recommended intensifying re- 
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search and development of antisubmarine warfare effort, but 40 per. 
cent, at least, of this $65 million you mentioned specifically is either 
directly or indirectly supporting work in the area of antisubmarine 
warfare. Included also in the same $65 million is all of the basic 
research program which the House commented on favorably. 

So that all of this $65 million is not studies, as would be implied 
from the House report. It is very vital work that supports the hard. 
ware areas of development contained in budget activities 1 to 7, 
materiels research, for example, in the applied area. Therefore, we 
feel that the entire $10 million should be restored, because the evidence 
internal to the House report indicates they were for items in this 
category. 

MEANING OF ‘‘sTUDIES” 


The sole element they pointed to as studies I think is attributable 
to the definition of this category which simply starts off, as I stated 
before, saying it is for studies of all kinds. 

Now, to the point of studies, one of the ways in which you achieve 
economy is to study the feasibility of an idea before you spend money 
onhardware. So we are literally at a loss to understand that comment. 

As far as the taxpayers go, we believe that studies of the type which 
lead to not spending vast sums on hardware are desirable. 


FUNDS FOR RETIREMENT AND PAY RAISES 


Now, notice the $505 million requested. We have to deduct, 
before we get an effective item, approximately $10 million for civil 
service retirement. 

We know that blue collar wages are going up in fiscal 1958 unless 
something drastic happens. There is already indication at least that 
white collar wages will go up. 

Therefore, as I started saying, we have a budget in which there is 
decreasing effort. Therefore, we ask for the restoration of the $10 
million. 

Senator Cuavez. What you are trying to tell us now is that in this 
work that you farm out the white collar people within the organization 
that you are farming to, wages are going up? 

Admiral Bennett. Both in Government and in industry, in private 
life. 

Senator CHAvez. In Government, due to the fact that you would 
like to give your people some incentive to stay with you? 

Admiral Bennett. Yes, sir. 


CARRYOVER FUNDS 


Senator ELtenprerR. Admiral, on page 46 of the justification, you 
have the identical carryover in 1957 as you had in 1958. Is this 
merely a coincidence. 

Admiral Bennett. That was our estimate of what we would do, 
sir. It was a coincidence. 

Senator ELLenpER. How much do you anticipate your unexpended 
balance will be in 1959? 

Admiral Bennett. Mr. Edwards will answer that. 

Mr. Epwarps. Yes, sir. 

Senator ELLenpER. How long have you been in your present posi- 
tion? 




















or. 
er 
ne 
sic 
ed 
‘d- 


we 
Ce 
11s 


dle 
ed 


ve 
ey 


it. 
ch 


ot, 
vil 


SS 
at 


is 


10 


is 
on 


ou 
us 


ad 


3i- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1303 


Mr. Epwarps. About 10 years, Senator. 

Senator ELLENDER. You seem to know what you are talking about. 

Mr. Epwarps. Thank you, sir. 

Senator ELLENpER. Proceed. 

Mr. Epwarps. The unexpended balance at the end of this year 
should be about $350 million. 

At the end of 1958, from all normal indications, it would go down 
alittle bit, to $337 million. 

In fact, the unexpended balance of this appropriation probably 
will stay about where it is, assuming no tremendous changes, one way 
oranother. It is about at a normal level, in other words. 


UNOBLIGATED FUNDS 


Senator ELLENDER. How much of that amount will be unobligated? 

Mr. Epwarps. About $19 million in each year, Senator. 

Senator ELLENDER. You seem to figure the same amount each 
year? 

Mr. Epwarps. Yes. 

Senator ELLENDeER. Is that a coincidence? 

Mr. Epwarps. No; it is not a coincidence, Senator. 

Senator ELLtenper. Is that what you spend in the first 3 months 
of the new fiscal year? 

Mr. Epwarps. No; that $19 million comes from small balances 
left over in hundreds of allotments all over the world. That is part 
of it. 

Senator ELLeENpDeER. I can understand that. But the thing that is 
peculiar to me is that in two figures they are identical figures, dollar 
for dollar. 

Mr. Epwarps. It is merely stating in terms of dollars that there 
is no known reason why it should change either way. There is no 
significant reason why that carryover should get higher or should get 
lower. 

A couple of years ago the carryover was about $40 million through 
a series of misadventures due to certain major contracts where we 
just could not execute them because there was some reason for delay. 
It was to our advantage not to hurry. 

Under normal circumstances we assume there will always be some 
number of contracts that will not be signed. 

Senator ELLenpErR. For 1957 and 1958 the figures were identical. 

Mr. Epwarps. Yes, sir. 

Senator ELLENDER. At the end of 1958 you still expect it to be 
$19 million? 

Mr. Epwarps. I think that is the normal level. 


RESULT OF PROBABLE LOSS 


Senator ELLENDER. What losses will be sustained? What effort 
will you fail to put forth if you have a $19 million carryover instead 
of a $9 million carryover? 

Mr. Epwarps. Nothing would happen if we had $9 million. 

Senator ELLENpDER. Therefore, we can reduce this appropriation 
by $10 million? 

Mr. Epwarps. No, sir; if you were to cut the $10 million out, the 
unobligated balance probably would rise to $19 million anyway. 
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Senator ELLENpDER. I cannot understand that. I wish you would 
explain it. 

Mr. Epwarps. I will try to explain it, Senator. 

Senator ELLENDER. By giving you less, you would still have 
larger unobligated balance. Is that your statement? 

Mr. Epwarps. No. 

Senator ELLENpER. If we gave you $10 million less, you stated that 
your unobligated balance will still remain at $19 million? 

Mr. Epwarps. In trying to manage an appropriation, sir, no matter 
what you do, no matter how hard you work at it, there must be g 
carryover at the end of the year. 


NEED TO MAINTAIN CUSHION 


In other words, the law states that you cannot exceed the figure 
appropriated. That is the basis of your Federal accounting. You 
may not exceed your appropriation. 

Consequently every individual that holds a portion of this appro- 
priation must maintain some cushion to prevent him from breaking 
the law. If you add those all up together, when you figure this 
appropriation is spread throughout the United States, this is going 
to add 2 or 3 or 4 million dollars right there. You cannot drive 
anybody any closer. 

In addition to that approximately half of this appropriation is used 
for contracting with various research and development people in the 
country. 

Now, we contract every day of the ye We are negotiating all 
the time. When it comes up to June 30, you have your choice. If 
you just want to use the money for the sake of getting it obligated 
you take any deal that is offered to you by a research contractor, but 
we feel it is much more desirable to go ahead and let the money slide 
over the end of the year if by so doing we protect the Navy’s interest 
in this. 

If we can get a better contract by letting it go to July 15, we will 
do it. 

REDUCTION 





OF UNOBLIGATED 





BALANCES 


Senator ELLeNpER That substantiates the position | have taken. 
The more money you have to spend, the less apt you are to sharpen 
the pencil. For the very reason you have just given I have used 
every effort to try to reduce the unobligated balances. 

It appears to me that we have had a lot of unnecessary purchases 
by the Navy and various other departments because of the fact 
that the money is available. 


FUNDS 





AVAILABLE 


Mr. Epwarps. This money is not available in the true sense for 
us to spend in July, Senator. If you take this $19 million that we 
will have at the end of this June, $2 million or $3 million of that you 
could say was available for expenditure or for reobligation for some 
purpose that was not known at this moment. 

We are not positive. That is the balances that come out of the 
allotments, but the other amount of money is in the form of an actual 
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document for some research and contract where the two parties have 
not a meeting of the minds yet. 

We cannot reverse it and use it for something else. It is locked up 
at that moment. 

Senator CHAvez. It is a matter of good financing? 

Mr. Epwarps. I believe it is, sir. 


TIME FACTOR IN LETTING CONTRACTS 


Senator Cuavez. If, as the admiral says, Admiral Meade, both 
in the Department and private enterprise, prices are going up, why 
would it not be good business to try to make as many contracts as 
you can as long as you have your ‘financing? Why wait until the 
price goes up? 

Admiral Bennett. There is no question of waiting until it goes up. 
It is a question of the state of the contract in negotiation, a particular 
contract. 

Senator Cuavez. Proceed, Admiral. 

Admiral Bennett. That is all I have, sir, unless the committee has 
questions. We have witnesses from the principal bureaus that can 
answer any questions in detail that the committee may desire. 

Senator Cuavez. That will be all then. 


SERVICEWIDE SuPPLY AND Finance, Navy 


STATEMENTS OF REAR ADM. R. J. ARNOLD, SC, UNITED STATES 
NAVY, CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS; REAR 
ADM. G. F. BEARDSLEY, UNITED STATES NAVY, ASSISTANT 
COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS, AND 
MR. R. C. MOOT, COMPTROLLER, BUREAU OF SUPPLIES AND 
ACCOUNTS 


Program and financing 





| 1956 actual | 1957 estimate 1958 estimate 


| 


PROGRAM BY ACTIVITIES 


DIRECT OBLIGATIONS 

1, Supply distribution system --- 7 ; = $189, 761, 906 | $178, 339,000 | $191, 309, 000 
2, Commodity control system- --- jekeas 72, 756, 737 72, 242, 000 77, 957, 000 
. Cataloging _-___-_-- senate ‘ ‘ , — 10, 623, 373 10, 370, 000 10, 261, 000 

. Servicewide finance. oe 22, 441, 513 21, 834, 000 22, 950, 000 
5. Departmental administration - ao saa) 7, 074, 964 6, 859, 000 6, 523, 000 





Total direct obligations. -- ---__- = = _ 302, , 658, 493 289, 644, 000 208, 000, 000 


REIMBURSABLE OBLIGATIONS 


. Supply distribution system. --.---- a vipat 7, 987, 11, 879, 289 
. Commodity control system. ; eet 5, 405, 000 

. Servicewide finance - fone ' 20, 000 

5. Departmental administration -- , 40, 000 





Total reimbursable obligations. ---| 8, 452, 400 | 12, 344, 289 


Total obligations ____ | 311,110,893 | 301,988,289 | 317, 048, 000 
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Program and financing—Continued 
sti eitinrmciepapencmncanctgsaaeimnemaintiniaiatinsitadianncianissel mses ieiniein 


1956 actual | 1957 estimate | 1958 estimate 






FINANCING 





Unobligated balance brought forward (69 Stat. 438) __ 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations): 
Transferred from— 
““Navy personnel, general expenses’”’.-._--__...----- 
“ Aircraft and related procurement, POET ld iign« 
‘“‘Ordnance and aaeitee Nay y’ 
“Civil engineering, Navy’ os 
Advances and reimbursenents from other aecounts: 
Deliveries of materiel conmon to United States require- 
ments ordered by military assistance in current year__--}----. aA — 200, 000 i 
RUC ie Zi te. rd ae —8, 254, 352 | —11, 942,000 | = —7, 668,000 
Anticipated reimbursements for future year “deliveries of 
materiel common to United States requirements ordered by 


—$155, 158 














military assistance in current year... .....--...-..----------]---------- ws 380, 000 |... 2. scuisaus 
Unobligated balance carried forward (69 Stat. 438)....---__- : 202, 289 380, 000 |. . 2 cc 
Unobligated balance no longer available. ---.-.....-..----- eh 341, 507 |_-.-- 43-60 
NUN tuss.co che cee eysusebapenekacsebocctuenes | ~ 303, 000, 000  anten 000) 3 309, 000, 000 000, 000 


RESTORATION REQUEST 


Admiral Brarpstey. The next appropriation is ‘‘Servicewide 
supply and financing, Navy.” 

The budget request for this appropriation is $309 million. The 
House reduced that amount. $9 million. 

We are asking for restoration of $5,682,000. 

Rear Admiral Arnold, Chief of Bureau of Supplies and Accounts, 
will speak to that appropriation. 

Senator CHavez. You may proceed and discuss that item, Admiral. 

Admiral Arnoutp. Mr. Chairman, may we insert our opening 
statement in the record? 

Senator Cuavez. Certainly. 
(The statement referred to follows:) 


STATEMENT OF REAR Ap. Rapa J. ARNOLD, CHIEF OF THE BUREAU OF SUPPLIES 
AND ACCOUNTS 


Mr. Chairman and members of the committee, this is the third year I have had 
the opportunity as Chief of the Bureau of Supplies and Accounts to present our 
programs and budget requirements to your committee. The opportunit y is 
particularly welcomed this year because 1957 is the 10th anniversary of the Navy 
supply system. 

The appropriation, ‘‘Servicewide supply and finance” provides funds for direct 
supply support to the fleet throughout the world. Supply depots and centers 
replenish combatant ships and stores issue ships wherever deployed as well as 
furnishing supply support to the Shore Establishment. Navy material stocks of 
repair parts and consumable supplies are controlled by supply demand control 
points which are also funded under this appropriation. In addition, the operation 
of the field accounting offices of the Navy is finanved under this appropriation, 

Navy force levels to be supported in fiscal year 1958 will remain approximately 
the same as fiscal year 1957. The supply support workload of issuing and receiv- 
ing material will therefore remain stable over the next year. The fiscal year 1958 
appropriation request is $19,038,000 higher than the fiscal year 1957 appropriation. 
he following increased costs must be borne in fiscal year 1958: 
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Reasons Amount 

Decentralization to individual appropriation of Government con- 

tribution to civil service retirement fund $13, 267, 000 
Navy functional transfers to this appropriation with offsetting de- 

creases in other Navy appropriations 5, 671, 000 
Fair Labor Act cost increase at naval supply depot, Guam___----_- 460, 000 
DOD functional transfers to this appropriation with offsetting de- 

creases in other DOD appropriations 1, 920, 000 
Wage board increases effective in fiscal year 1958 2, 540, 000 
Transportation rate increases over which'the Navy has no control. _2, 158, 000 


Total increases 1958 over 1957 26, 016, 000 
Net increase in appropriation 19, 038, 000 


Increased costs which would be absorbed under the President’s budg- 
et estimate of $309,000,000 6, 978, 000 


As shown in the tabulation above, the difference between the gross increased 
cost and the amount requested is $6,978,000. To the extent possible this differ- 
ence will be met by a planned improvement in labor productivity and operational 
procedures. 

Each year for the past several years the Bureau’s increase in labor productivity 
has exceeded the national average as reported by the Labor Department. This 
rate of increase in productivity was projected by the Navy in computing require- 
ments for this appropriation. The President’s budget estimate, therefore, in- 
cluded an estimate of savings to be realized to the extent of several millions of 
dollars. 

House action has reduced this appropriation request from $309 million to $300 
million. 'The Navy requests restoration of $8,682,000. As the Secretary of the 
Navy and the Chief of Naval Operations have stated, the operating programs of 
the Navy are carefully meshed together. Adequate worldwide supply support 
becomes more and more important to fleet operations as our ships, aircraft, and 
weapons become more complicated. When one significant element of Navy 
operations is thrown out of balance through inadequate funding, then all opera- 
tions suffer. House action will not permit the operation of supply depots and 
centers at the level required to support essential Navy programs. The direct 
effect on Navy programs will be: 

(a) A decrease in current fleet effectiveness and the ability of the supply 
system to respond to an international emergency. 

(b) A decrease in the management capability to purchase, distribute, and con- 
trol inventory on a sound basis. 

(c) A curtailment in much-needed fleet supply improvement programs such as 
the coordinated allowance list program. 

(d) A further physical deterioration of Navy material in stock resulting from 
insufficient funds to preserve material in store. 

(e) A further deterioration of physical facilities due to deferment of needed 
maintenance and repair funds with a resulting larger cost in subsequent years. 


ITEMS INCLUDED IN APPROPRIATION 


Admiral Arnoxtp. Mr. Chairman, this appropriation in general 
assumes the cost of the Navy’s servicewide supply operation. 

Included in that are. the functions of warehousing, distribution, 
issuing, and also the operations of the inventory management of the 
Navy’s spare parts and consumable supplies. 

In addition, this appropriation pays for some transportation which 
is the distribution of Navy materials which are in the system between 
different points as required. 

There is also included in it some money for the payment of dishurs- 
ing and accounting. 

We expect that our supply requirements during 1958 will remain 
essentially the same as they were in 1957. 

As indicated on page 2 of our opening statement, we have had some 
increases headed off by decentralization to individual appropriations 
of the Government contribution to the civil-service retirement fund. 
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TOTAL INCREASE 


Senator Cuavez. What part of that is out of the $9 million? 

Admiral Arnotp. The total increase, sir, will be $13,267,000 for 
1958. 

Senator Cuavez. That will be 4 million plus the 9 million? 

Admiral ARNOLD. Yes, sir. 

There have been such other things as transportation rate increases, 
and, the application of the fair labor standards act to Guam. 

So we estimate the total increase of 1958 over 1957 would be ip 
the neighborhood of $26 million. 

The increase in the appropriation is $19 million, an increase of 
309 over last year. So that we have a gap there of an increased cost 
which we would have to absorb under the President’s budget of 
$309 million. 

Now, we can absorb by increased productivity, that is bettering 
our management processes and so forth 





HOUSE PROPOSAL 


Senator Cuavez. That is what the House suggests in this report? 
Admiral ArNotp. Yes, sir; they suggested further improvement, 
but in the 309 we had estimated an improvement of $3,360,000, but 
the way we do that, sir, is simply by improving the productivity of 
our people who are doing the work. 
Senator ELtenpeER. Admiral, I notice there, there is a transfer of 
$27,444,000. Where were the funds obtained for the transfer? 







TRANSFER OF FUNDS 


Admiral Brarpstry. The $27,444,000 is a transfer to ‘Military 
personnel, Army, account from ‘Procurement and _ production, 
Army.” It had nothing to do with the Navy. 

Senator ELLENDER. Did you have any moneys transferred to any 
appropriation from your servicewide supply and finance account? 

dmiral Brarpsigy. No, sir. 

Senator ELLenpER. How about last year? 

Mr. Moor. There is a supplemental appropriation on the Hill now 
in the amount of $8 million for this appropriation for fiscal year 1957. 

Senator ELLeNpDER. Transferring to what account? 

Mr. Moor. It is being transferred from the Marine Corps to this 
appropriation. 

Senator ELLenpeR. Why? 

Mr. Moor. Because during this fiscal year the transportation cost 
under this appropriation went up significantly for two reasons: 

One, for rate increases; and 

Secondly, because of the Suez problem there was a movement of 
ee which was charged to this appropriation, the total cost 

eing $8 million. 

Senator ELLtenpeR. So that, except for that supplemental, the 
amount made available to you, last year, would be short by $8 million? 
Mr. Moor. That is right. 
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1957 REQUEST 


Senator ELLENDER. I notice that last year you obtained $289,644,- 
000 and the President’s budget allowed you 309 million. What did 
ou ask for? 

Admiral ARNOLD. We requested $329 million. 

Senator ELLENDER. So they cut you $20 million? 

Admiral ArRNoLp. Yes, sir. 

Senator ELLENDER. What was your justification for $20 million? 


JUSTIFICATION OF REQUEST 


Mr. Moor. The $20 million as we originally submitted it, was 
based on-a set of program objectives of the Chief of Naval Operations, 
which assumed an input of a considerable amount of material to 
improve the material readiness of the Navy. 

Senator ELLENDER. To add to the inventory? 

Admiral Arnotp. Add to the inventory for mobilization reserve 
requirements, which, incidentally, is a charge to this appropriation, 
since it pays for the receipt in storage and control of the inventory. 

As the budget process went along throughout the several echelons, 
that amount of material for improved mobilization reserve and 
readiness was eliminated. 


FUNDS FOR INCREASING INVENTORY 


Senator ELLENDER. Do you have-such a sum set aside each year for 
the purpose of increasing your inventory? 

Admiral Arno.p. It depends entirely upon what the Chief of Naval 
Operations program objectives of each year require in terms of degree 
of military readiness. 

Senator ELLENpDER. I understand that, but my question was: Do 
you have such an item for each year for that purpose, depending on 
requirements? 

Admiral Arno.p. This appropriation reflects the workload in- 
volved in each year for that particular purpose. 

Senator ELLENDER. How much of the $309 million will be used to 
augment your inventories? 

Admiral ArNnotp. None, sir. 

Senator ELLENDER. You eliminated the $20 million, then. 

Admiral ArNnotp. Not only did we cut out: 

Senator ELLENDER. I said the Bureau of the Budget cut it out. 

Admiral ArNotp. It was actually eliminated in the Department of 
the Navy. 

Senator ELLENDER. Will that $20 million be used exclusively for 
that purpose? 

Admiral ArNoLp. The way the budget left the Navy the material 
position of the Navy lowered rather than increased so the $20 million 
reflected that action. 

So it was double reduction, in other words, taking out money, 
instead of increasing the inventory, but rather reflecting the reduction 
to decrease the inventory. 

Senator ELLENDER. You have to take what you have to continue 
your work. 

Admiral Arnotp. That is right. 
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Senator ELuenpER. Is the identity of this material a secret? 
Admiral ArNo.Lp. It was not classified? 
Senator ELLENDER. What is it? 
Admiral ArNoup. It was the general run of material in the tech. 

nical spare parts for ships and submarines, aviation parts, which re. 

flected the degree of balanced mobilization reserve required in the 
original naval program objectives. 

Senator ELLENDER. To what extent do you obtain extra parts for 
aircraft? 

Admiral Arnotp. You appreciate, I am sure, Mr. Senator, that 
there are no dollars for materiel procurement as such in here. This 
represents the workload of receiving the material. 

Senator ELttenper. Is this administrative only? 

Admiral ARNOLD. This is administrative and service workload for 
material procured under the procuring appropriations. 

Senator ELLENDER. I misunderstood you then. 

Admiral ArnoLp, This represents workload, of receiving, ordering, 
dispersing, storing, representing the general service cost involved in 
increasing the Navy’s inventories. 





EFFECT OF PROPOSED $20 MILLION CUT 
Senator ELLENDER. How will the Department of the Navy be 
affected if we cut this $20 million? I cannot follow you. 

Admiral Arnotp. Do you mean the $20 million rather than the 9? 

Senator Eiuenper. Yes, sir. If it is to be used almost purely for 
administrative purposes. 

Admiral ArnNoutp. The $20 million which was a reduction from the 
original requested $329 million to the President’s budget, $309 million 
did not hurt this appropriation in any way. 

Senator ELLENDER. Why did you make the request? 

Admiral ArNoup. Because at that time it was planned to procure 
the material. 

In other words, the original program objectives of the Navy required 
the technical bureaus to budget for an improved material readiness, 
That required us therefore to receive the material and store it. 

Senator ELLENDER. Because the total amount of the Navy budget 
was reduced, you had to take a proportionate reduction. 

Admiral ArNotp. That is right. 
Senator ELLENDER. We understand each other. 
Senator Cuavez. All right. 





WAREHOUSING 





AND PIPELINE FACILITIES 


Senator ELLENDER. I have one more question. 
None of the money you seek is to be used for the purchase of any 
material except as may be necessary for administration. 

Admiral ArnoLp. And operate the supply system. 

Senator ELLENDER. Such as buying supplies for typewriters and 
things like that. There are no purchases of direct end items. 

Mr. Moor. There are no direct items for investment in spares. 

Senator ELttenpeErR. This pays for the freight, the transportation, 
handling, packing. 
Now, do you administer warehouses abroad? 
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Mr. Moor. Yes, sir. 

Senator ELLENDER. Your pipelines, for instance, the one we are 
puilding over here in Spain, will that be managed by you? 

Mr. Moor. The fuel depots in Spain will be a part of this appro- 
priation. 
: Senator ELLENDER. You have a pipeline that will run from Cadiz. 
You have a pipeline that is going to run a little way in, I do not 
remember the city, but you administer such facilities as those? 

Admiral ARNoLD. Yes, sir. At tidewater. 

Senator Cuavez. Tidewater only? 

Admiral ArNotp. In Spain. 

Senator Cuavez. That would be at Rota, across the bay from 
Cadiz? 

Admiral ARNoLD. Yes, sir. 

Senator Cuavez. Who administers the pipeline that goes from that 
port to Saragoosa, across Spain? Is it the Air Force? 

Mr. Moor. I believe it is the Air Force. 

Senator Cuavez. It is supposed to supply fuel for the Air Force? 

Mr. Moor. That is right. 

Senator Cuavez. They would administer that and not you? 

Mr. Moor. That is right. 

Senator Cuavez. All right. 

Senator Cuavez. The next item. 


SERVICEWIDE OPERATIONS, NAvy 


STATEMENTS OF VICE ADM. GEORGE L. RUSSELL, UNITED STATES 
NAVY, DEPUTY CHIEF OF NAVAL OPERATIONS (ADMINISTRA- 
TION); REAR ADM. GEORGE F. BEARDSLEY, UNITED STATES 
NAVY, ASSISTANT COMPTROLLER, DIRECTOR OF BUDGET AND 
REPORTS; CAPT. LUCIEN B. McDONALD, UNITED STATES NAVY, 
COMPTROLLER, OFFICE OF THE DEPUTY CHIEF OF NAVAL 
OPERATIONS (ADMINISTRATION); AND REAR ADM. CHARLES 
B. MARTELL, UNITED STATES NAVY, DEPUTY DIRECTOR OF 
NAVAL INTELLIGENCE FOR INTELLIGENCE 


Program and financing 


| | 
1956 actual 1957 estimate 





1958 estimate 


Program by activities: 











1. Administrative headquarters for naval districts, bases 
FE LE TLE LOE $15, 530,694 | $15, 309, 000 $16, 031, 000 
2. Servicewide communications ................-.-.------ 26, 488, 849 30, 752, 000 33, 566, 000 
i PEON QIU cb. Scawoe nn udcapocewdaghemineede | 9, 836, 287 10, 643, 000 11, 487, 000 
Oh Dee CRUIUT ise c bo idabiccincadosnctieonbdamemeeets 730, 557 754, 000 824, 000 
5. Inter-American affairs and support of international 
I ea sh oak ol caae cutgainacoaesaaes ete 2, 100, 649 2, 906, 000 3, 689, 000 
6. Departmental administration - - -.......-.-..----.------ 17, 089, 545 18, 052, 000 19, 895, 000 
7. Printing equipment and related costs, printing plants--| 297, 397 | 300, 000 486, 000 
8. Field services. --- ST -| 12,706, 909 14, 035, 000 15, 151, 000 
9. Contingencies of the Navy. ..............--..-.......-- 9, 372, 535 | 9, 684, 000 10, 871, 000 
TD CAINE i aids - actceneendscouabiadantha ..--| 94,153,422 | 102,435,000 | 112, 000, 000 
Financing: | | 
Unobligated balance no longer available (expiring for | | | 
SPUNNONOUNY Soo oo is ec ccccdecnwuk tnesatuddescuanessteuibe 2, 346, 578 | _- a 
| 
a tcc | 96, 500,000 | 102, 435, 000 | 112, 000, 000 
92576—57 83 
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HOUSE REDUCTION 


Admiral Bearps.rey. The budget estimate for “Servicewide opera- 
tions, Navy” is $112 million. The House reduction is $5 million, of 
which we are asking that $1,470,000 be restored. 

Senator Cuavuz. The budget estimate was $112 million. 

The House allowed you $107 million, a reduction of $5 million, 


You are asking for restoration instead of $5 million, for a restoration 
of $1,470,000. 


Admiral Brarpstey. Vice Adm. George L. Russell, Deputy Chief 
of Naval Operations, will be the principal witness. 
Senator Cuavez. If you have a statement, insert it in the record, 


PREPARED STATEMENT 


Admiral Russetit. Mr. Chairman, I have a statement which I will 
give to the reporter. 
(The statement referred to follows:) 


STATEMENT OF Vice Ap. G. L. Russet, Unttrep States Navy, Deputy Cuter 
oF NAVAL OPERATIONS (ADMINISTRATION) 


Mr. Chairman and gentlemen, I am the Deputy Chief of Naval Operations for 
Administration, representing the Chief of Naval Operations for this appropriation 
request. 

Within the appropriation ‘‘Servicewide operations, Navy,’’ the first five 
budget activities and budget activity 6A are administered by the Office of the 
Chief of Naval Operations. The remaining activities in this appropriation are 
administered by the Executive Office of the Secretary and the Office of the Judge 
Advocate General. I will summarize briefly the programs in the budget activities 
contained in this appropriation. 

Budget activity 1, ‘Administrative headquarters for naval districts, bases, and 
stations.”’—This activity finances the administrative headquarters of 15 naval 
district and river commands, 7 naval bases, 1 advanced base depot, 5 boards of 
inspection and survey, and the administration and security departments of 17 
naval stations. With some exception, commandants of the naval districts exer- 
cise military command over naval activities of the Shore Establishment located 
within their respective districts and under the direction of the Secretary of the 
Navy and the Chief of Naval Operations, maintain coordination control overall 
naval shore activities so located. A naval base headquarters centralizes under 
one head, for purposes of military command and coordination, the shore activities 
in a specified area, whose prime responsibility is to support, service, and maintain 
assigned fleet elements. Components of a typical naval base may include a 
shipyard, naval station, supply depot, air station, and other activities in the im- 
mediate area with responsibilities for providing services to the operating forces, 

Budget activity 2, “Servicewide communications.’’—This activity finances the 
maintenance, operation, and administration of the naval communication system 
and includes the additional support costs of personne! and plant facilities required 
for the Navy’s portion of the national security effort directed by the National 
Security Agency. The naval communication system is comprised of communica- 
tion stations, facilities, and units located throughout the world, forming an 
integrated network capable of providing adequate communications support for 
the operating forces, the Navy Department, and the Naval Shore Establishment. 
This activity also supports the communication departments of 15 naval stations 
and the Potomac River Naval Command, the Naval Security Station, Wash- 
ington, D. C., certain joint projects, and other miscellaneous communication 
functions. 

Budget activity 3, ‘Hydrographic Office.’—The Hydrographie Office is respon- 
sible for providing timely hydrographic, oceanographic, and aeronautical infor- 
mation calculated to afford maximum navigational safety to vessels of the Navy, 
merchant marine, and to naval aircraft operating over areas of strategic interest 
tothe Navy. This is accomplished by producing charts and related publications, 
worldwide in scope, and maintaining them to inelude the latest available informa- 
tion. This Office is also responsible for the conduct of necessary hydrographic 
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surveys of areas of commercial or strategic importance to the United States, and 
for the production of special charts and publications of a purely military character. 

Budget activity 4, ‘Naval Observatory.’’—The Naval Observatory furnishes naval, 
air, and maritime services with astronomical data for celestial navigation. Con- 
tinuous observations and research in the field of astronomy are conducted and 
data thus obtained are published and distributed. The Naval Observatory de- 
termines accurate time and controls all time transmissions for the entire Nation, 
Observations for the determination of time are made both in Washington and at 
the Naval Observatory time service substation in Richmond, Fila. All time 
signals sent from various naval radio stations, as well as those emitted by the 
constant frequency stations of the National Bureau of Standards, are regulated 
by the Naval Observatory determinations. 

” Budget activity 5, ‘Inter-American affairs and support of international projects.” — 
This budget activity provides financial support for United States naval missions, 
military assistance advisory groups, island government administration, and unified 
commands. Under the Inter-American affairs program, the Navy, in accordance 
with intergovernmental agreements, maintains missions and advisory groups in 
various Latin-American countries. These missions are the mediums through which 
naval training and operating procedures of the United States Navy are introduced 
and standardized within the navies of Latin-American countries. Funds for 
support of the military assistance advisory groups will enable the Department of 
the Navy, as the executive agency for the military assistance advisory groups in 
the Pacific Command area, to meet certain administrative expenses which are 
not included in the mutual defense assistance program budget. 

Under the island government program, the Navy administers the civil affairs 
of that portion of the Trust Territory of the Pacific, which includes all of the 
northern Marianas Islands, except Rota. The program is conducted in accordance 
with the trusteeship agreement hetween the United States and the United Nations, 
and provides for the continuing development of local self-government, public 
health and education, and self-sufficiency of the local inhabitants. 

The unified-commands program provides necessary administrative support for 
the Pacific and Atlantic Commands and their subordinate joint headquarters for 
which the Department of the Navy is the executive agency, and for the Navy 
components of the Continental Air Defense Command at Ent Air Force Base, 
Colorado Springs, for which the Department of the Air Force has been designated 
as the executive agency. 

Budget activity 6, *‘Departmental administration.’’—This activity finances the 
operating expenses (other than military pay and allowances) for the Office of the 
Chief of Naval Operations, the Office of the Judge Advocate General, and the 
Executive Offices of the Secretary. This includes funds for civilian salaries, 
travel, communication services, rents and utility services, printing, supplies and 
materials, equipment and maintenance of office space. These offices provide the 
executive direction and policy control for the overall programs for which they are 
responsible in the Department of the Navy, in accordance with existing statutory 
authority. 

Budget activily 7, ‘“Printing equipment and related costs, printing plants.’’—This 
activity finances the purchase of printing equipment and maintenance and altera- 
tion of plant facilities of the Defense Printing Service, Washington, and the Navy 
Printing Service, field. Although these services are financed by the Navy in- 
dustrial fund, the charters do not permit the purchase of printing equipment or 
maintenance of plant facilities except from appropriated funds. 

Budget activily 8, ‘Field services.—This activity finances seven projects which in 
clude records administration; area wage and classification offices; fleet hometown 
news center; Navy area audit offices; penalty mail; patents; and installation, 
maintenance, and repair of training equipment. 

The records administration project provides the means for controlling the crea- 
tion, use, and disposition of Navy records and assures the use of modern manage- 
ment techniques in Navy administration, in accordance with the requirements of 
section 506b and 506c of the Federal Records Act of 1950 (44 U. 8S. C. 396). The 
area wage and classification offices are field activities which function under the 
management and technical control of the Office of Industrial Relations. The fleet 
hometown news center evaluates, edits, and reproduces hometown news stories, 
features, fillers, photographs, mats, tape and cisk recordings, and television films 
received from the forces afloat, the Shore Establishment and the Marine Corps on 
individual Navy and Marine Corps personnel and disseminates such material to 
appropriate hometown newspapers, radio, and television stations. The Navy 
area audit offices conduct audits of naval activities and supervises, plans, performs, 
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and reviews all contract audit (cost inspection) work within the geographical are 
assigned by the Comptroller of the Navy. Penalty mail expenses of the programs 
which are funded from this appropriation are also included in this budget activit 

The patents project is responsible for the administration and control of all actiyj- 
ties within or on behalf of the Department of the Navy relating to patents, inven. 
tions, trademarks, copyrights, royalty payments, and matters connected therewith 
and for coordinating such activities with the research development and procure. 
ment activities of the Navy. The installation, maintenance, and repair of train. 
ing equipment project finances support for the installation, maintenance, modifi- 
cation, and improvement of training devices and aids, and for the stocking and 
pase ts of spare parts and training equipment for the Department of the 

avy. 

Budget activity 9, ‘Contingencies of the Navy.’’—This activity finances the travel 
expe nses incurred by Members of Congress in connection with the examination 
o estimates of appropriations and naval activities in the field in accordance with 
requests of the standing committees concerned; expenses incurred by the Depart- 
ment of the Navy in maintaining the standing and prestige of the United States 
in contacts involving official courtesies, such as visits of foreign dignitaries, and 
calls at foreign ports by United States ships; and extraordinary military expenses, 

In ord r to finance the foregoing programs, a total of $112 million was requested 
in the President’s budget for fiscal year 1958. H.R. 7665 decreased this amount 
by $5 million to a net total of $107 million. The House Appropriations Com- 
mittee was informed by the Comptroller of the Navy that $2,314,000 of the 
original amount requested was no longer required for the purpose for which it was 
included in the budget and was therefore deleted by the committee. After 
deducting $2,314,000 and savings to be generated by the departmental personnel 
reduction, there remained a balance of $1,470,000 which we are requesting to have 
restored to budget activities 2, 3, and 9 of the appropriation ‘‘Servicewide opera- 
tions, Navy.”’ 

The restoration of $800,000 to budget activity 2, “Servicewide communica- 
tions’ will permit more efficient execution of the already lagging programs for 
urgently required improvement of security and speed by communications for 
fleet support. 

Cryptographic equipment currently in use throughout the Navy is still, to a 
large extent, manually operated. Under present day concepts of nuclear and 
missile warfare it is imperative that all fleet units, together with selected support- 
ing shore activities, be provided with automatic cryptographic equipment. Test 
models of such equipment were available in fiscal year 1957, and the fiscal year 
1958 program provides for initiating volume procurement. Lead time from 
availability of funds to delivery of equipment is approximately 2 years, and any 
substantial delay will seriously hazard the program to increase reliability, security 
and speed of communications. 

Other funds cannot be diverted to the procurement of cryptographic equipment 
without seriously jeopardizing plans of equal priority for modernizing communi- 
cation capabilities of submarine units, and the procurement of equipment to 
srovide interference-free point-to-point and fleet broadcast communications, 

faintenance and operation of supporting shore communication activities must 
be continued at the present level if efficient and effective communications are to 
be provided. 
he restoration of $200,000 to budget activity 3, “Hydrographic Office,’’ will 
permit this activity to provide for urgently needed projects. he statutory re- 
quirements for the Hydrographic Office have already been reduced to a minimum 
and this reduction will fall in the military progress. Although in dollars the cost 
is not high, each program is a highly important part of a much larger program, 
Specifically this program will result in curtailment in the amphibious, national 
intelligence surveys, mine and undersea warfare programs. 

The restoration of $470,000 to budget activity 9, ‘Contingencies of the Navy” 

is required for a classified program, 


HOUSE REDUCTION 


Admiral Russe.u. The original request in this appropriation is for 
$112 million. That sum was cut $5 million by the House committee, 
of which $2.3 million we had already withdrawn because we didn’t 
need it. 
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That left us with $107 million. We ask for restoration of part of 
the cut, namely, $1,470,000. 

Senator CHavez. What about the balance of $5 million after you 
subtract the $1,470,000. The House cut you $5 million, 


VOLUNTARY REDUCTIONS 


Admiral Russe. $2,314,000 was a voluntary reduction. We dis- 
covered we did not need that particular item by the time we got over 
to the hearings and we said so. 

Senator Cuavez. The House hearings? 

Admiral Russe.u. Yes, sir. There was a 12-percent departmental 
cut amounting to $1,216,000. 

Senator CHavez. Two million and a half, and what was the last 
figure? 

Admiral RussEe.u. $1,216,000. 

Senator CHAavez. That would reduce you to the restoration request 
of $1,470,000. 

Admiral Russe.u. That is correct. 


PURPOSE OF APPROPRIATION 


Senator ELLENDER. What connection is there, if any, between 
servicewide operations and servicewide supply and finance? 

Admiral Russetu. None, sir. 

Senator ELLeENDER. What are your functions? 

Admiral Russse.u. This appropriation is an across-the-board thing 
that furnishes everything you can think of in naval districts, to naval 


stations, we have items like fire engines 
Senator ELLENpER. Fire engines? 
Admiral Russpuu. Yes, sir. 
Senator ELLENpER. Why could that not be placed in “Service- 


wide supply’? Is that not something used in connection with our 
operations? 

Admiral Russgxu. Yes, sir. 

Senator ELLENDER. Why do you have it as a separate item? 

Admiral Russe.v. It is not really separate. It is part of the busi- 
ness of the naval districts, it is only one item in the naval district. 

Senator Cuavez. Yes, but you are separating this operation which 
is part of the other one from the original one. 

Senator ELLENDER. What else do you supply outside of fire engines? 

Admiral Russevu. Practically all of it is in salaries. 

We run the Hydrographic Office, the Naval Observatory, we support 
the naval missions. 

Senator ELLENDER. In what respect, administratively? 

Admiral Russe. Yes, sir. 

Senator ELLENDER. You mean like the attaché system? 

Admiral Russreuu. No, sir; not in this particular budget activity. 
These are the naval missions in South America. 

Senator ELLENDER. From what account do you service your naval 
attaché system who are connected with the embassies? 

Admiral Russetu. That does come out of the ‘‘Servicewide opera- 
tions, Navy.’’ 

Senator ELLENpDER. That is what I thought. 
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SEPARATION OF APPROPRIATION ITEMS 


Admiral Russevu. May I explain this, Senator Ellender? 

There are nine budget activities. I support the first-——— 

Senator ELLENDER. I have been trying to find out why you have go 
many different activities? 

Admiral Russetu. There are nine budget activities. 

Senator ELLENDER. Why should they be separated? By combinin 
some of them, would it be possible to trim the budget a little? 

Admiral Russeuu. This is the object of throwing all the cats and 
dogs into one appropriation so vou would not have a separate appro- 
priation for each one. These are the miscellaneous items. 

Admiral Brarpsuey. I might speak of that. 


ACROSS-THE-BOARD 





APPROPRIATIONS 


In an effort to reduce the total number of appropriations some 
years ago we consolidated these various activities in accordanee 
with instructions from the De ‘partment of Defense. We called the 
appropriation “Servicewide operations, Navy.’ It is things that 
applied across the board. 

This appropriation funds the operation and maintenance cost of 
the various naval districts, certain bases and stations, the naval 
communication system, Hydrographic Office, Naval Observatory, 
departmental administration, and several other unrelated ac tivities, 

Senator ELLenper. To what extent do you furnish supplies to the 
projects or to the things you administer? 

Admiral Brarpstry. This only pays for the supplies we draw 
out of Admiral Arnold’s supply system. Admiral Arnold has all the 
warehousing and all the supplying. 

Senator ELLENDER. You mean servicewide supply and finance? 

Admiral Brearpstry. Yes, sir; this only pays for the supplies drawn 
out of his system. 

Senator ELLENDER. Why could he not do that direct? 

Admiral Brarpstrey. He does. This one here does not buy any. 

Senator ELLENDER. You have the servicewide operations to draw 
on for him, do you not? 

Admiral Brearpstey. Well, “Servicewide supply and finance’’ are 
the ones that warehouse this material and supplies. They don’t buy 
out of that particular appropriation. 

Senator ELLenpER. They make it the same as he does. Why 
could not they do it direct and keep him out of the picture? 

Admiral Brarpstey. He is not operating a supply system of his 
own. 

Senator ELLeNpeER. He is not doing that, sir? Where is he getting 
the supplies he needs? 

Admiral Bearpstey. From the Navy’s supply system operated 
by the appropriation “‘Servicewide supply and finance, Navy.”’ 

Senator ELLeNDER. Whom does the “ Navy servicewide supply and 
finance” serve? 


Admiral Bearpstry. The entire Navy. 
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SERVICEWIDE OPERATIONS ON MISCELLANEOUS ITEMS 


Senator ELLENDER. Whom does the ‘“‘Servicewide operations’ 
service? The entire Navy also? 

Admiral Russeiu. Not quite. 

Senator ELLENDER. Different segments of it? 

Admiral Russe.u. No, sir; just miscellaneous things. 

Senator ELLENpDER. But there are different segments of it, the 
same as under the “‘servicewide supply and finance.” 

The only thing is you may have a few more under you than is under 
the ‘‘Servicewide supply and finance.”’ Am I correct in that? 

Admiral Russeutu. You could be. We are a customer. 

Senator ELLENpeER. I was under the impression that ‘‘Servicewide 
supply and finance’ took care of all the administrative work for 
supply distribution worldwide. 

Captain McDona.p. Yes, sir; they do. We are the customer. 
We buy from servicewide supply and finance. He does the ware- 
housing and through our requisitions we get supplies from him. We 
buy papers and pencils to run the Commandant’s office. We buy fire 
engines to put at the naval stations. We buy paint; we buy all our 
maintenance and operational equipment from ‘“Servicewide supply 
and finance.”’ 

Senator ELLeENDER. Who else does he serve? 

Captain McDona.p. He services the entire fleet. 

Senator ELLENpDER. If a ship needs something—— 

Admiral Bearpsuey. “Ships and facilities, Navy,’ appropriation. 

Admiral Russe.u. He is another customer. 

Admiral Brearpstey. I think the thing that is misleading here is 
the title. These are separate entities and fund separate activities. 

Senator E.tenper. There is something misleading, I can assure 
you of that. 

Admiral BEArpsLry. These are separate entities that have to be 
maintained and operated like the Hydrographic Office. 


SERVICEWIDE SUPPLY AND FINANCE 


Senator ELLENDER. Whom does the ‘“‘Servicewide supply and 
finance”’ serve, all segments of the Navy? 

Admiral Brearpstey. That is right. 

Senator ELLENDER. In supplying and administering all needs of all 
the services within the Navy, and you represent many segments of 
that; is that right? 

Admiral Russe.u. That is right. 

Senator ELLenpeER. It takes $112 million to administer that? 

Admiral Russe.u. Yes, sir. 

Senator ELLeENDER. That is a lot of money. 

Admiral Russeuu. That is true. 

Senator ELLENDER. No wonder you have people running over each 
other. 

Why have a separate institution to take care of the odds and ends? 

Admiral Russetu. That was for purposes of the budget. That is 
the only reason I know, Senator Ellender. They lumped them 
together so that we would not have so many different appropriations. 

Senator ELLenper. If a ship needs food or supplies, they obtain it 
from servicewide supply and finance. 
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Admiral RussgE.u. Yes, sir. 

Senator ELtenpeR. Why could not the same thing be done with 
the eighth naval district in New Orleans? 

Admiral Russrexu. That is exactly what they do. 

Senator ELLENDER. But through you? 

Admiral Brarpstey. No, sir. 


SERVICES RENDERED 


Senator ELLENDER. What services do you perform? 

Admiral Brarps.tey. Let me try to explain it, sir. 

Senator ELLENDER. It is very complicated. It seems that the 
servicewide supply and finance requires $309 million{merely to per- 
form administrative details. 

Admiral Brarpsuery. No, sir; these are separate entities. Take the 
Hydrographic Office. There are a certain number of civilians em- 
ployed. They use certain printing supplies, paper and consumable 
supplies. They use maintenance and operating supplies to maintain 
their building. 

This is simply an appropriation to pay for that purpose. This is 
not a buying agency. 

Senator ELLENDER. The servicewide operation is not a buying 
agency? 

ADMINISTRATIVE FUNCTIONS 
Admiral Brarps.ey. It is administrative in the sense that under 


this title funds are appropriated to operate the Hydrographic Office, 
the Naval Observatory and certain other separate activities. 


To the extent that this money buys consumable supplies, the con- 
sumable supplies are all drawn out of a common naval supplies system. 

Senator ELLENDER. By the respective agencies? 

Admiral Brarpstey. No, out of the common Navy supply system 
operated by Admiral Arnold. 


ORGANIZATIONS INVOLVED 


Senator ELLENDER. How many organizations do you have under 
you? 

Admiral Russe. I believe we have a total of 52. 

Senator ELLENDER. What about your attaché system? 

Captain McDonaup. We have 52 separate major activities that 
are included in this budget. 

Senator ELLENDER. From what appropriation are the salaries of 
the service attachés obtained? 

Captain McDonatp. The military personnel are paid from “Mili- 
tary personnel, Navy.” 

Senator ELLENDER. So they are paid out of this appropriation? 

Captian McDona.p. No, sir. 


SERVICES FOR ATTACHES 


Senator ELLENDER. What services do you perform for the attachés? 

Captain McDonatp. May I refer that to Admiral Martell? He 
is Deputy Director of Intelligence. 

Senator ELLenpeEr. All right. 
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Admiral Marreu. Senator Ellender, attachés, themselves being 
military officers, of course, are paid from military pay. 

Now, the support funds for civilian clerks and so forth are paid out 
of this ““Servicewide operations, Navy.”’ 

Senator ELLENDER. “‘Servicewide operations’’? 

Admiral Marre... Yes. 

Senator ELLeNpER. Their salaries? 

Admiral Marte... For a civilian clerk in an attaché’s office, the 
salary is paid out of “‘Servicewide operations.” 

Senator ELLeNDER. And supplies? 

Admiral MarTE.u. Yes, sir. 

Senator ELLENDER. You have 52 such outfits? 

Captain McDona.p. We have 14 naval districts, 17 naval stations. 

Senator ELLENDER. Does the same apply to the naval districts? 

Captain McDona.tp. Yes, sir. 

Senator ELLeNpmR. Civilians and all supplies? 

Admiral Russg.u. Yes, sir. 

Senator ELLENpDER. Will you put a list of those 52 in the record at 
this point. 

Admiral BrarpsLEy. We will be glad to. 

(The material referred to follows:) 


Major activities of the naval Shore Establishment supported by the appropriation 
‘‘Servicewide operations, Navy’’ 


Naval administration units 

Naval communication facilities __ 

Pen Communication StQCIONB. .. cL csc. eae Le ua tis edi abe 
Naval district offices 

Hydrographie Office 

Naval Observatory 

Naval security stations____- 

Naval stations__________- 


Lotal... 
OPERATION OF STOCK FUND 


Senator ELLENDER. You also buy their needs from servicewide 
supplies and finance? 

Captain McDona.p. Yes, sir. 

Senator ELLeENDER. And pay out of their fund? 

Captain McDona.p. Yes, sir; they are the merchants and we are 
customers. We buy from them. 

Admiral BEarps.tey. For example, the Bureau of Supply and 
Accounts operates the stock fund and many of these things are stock 


fund items. 
PERCENTAGE ALLOCATED TO SALARIES 


Senator ELLENDER. Now, would you be able to tell us what per- 
centage of the servicewide operations goes for salaries and how much 
goes for supplies? 

Admiral RussELL. Approximately 58 percent for salaries. 

Senator ELLENDER. How many people do you have in that activity 
on the Washington level? 

Admiral Russe. I will have to check that, sir. 

Senator ELtenpsr. If you do not have it available, insert it in the 
record. 
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(The information referred to follows:) 


As of May 31, 1957, there were 3,096 departmental personnel supported by the 
“Servicewide operations, Navy” appropriation. 










NEED FOR ACCOUNTING SYSTEM CHANGES 




















Senator ELLENpDER. I am beginning to know where it is. When ] 
was abroad, I found it strange that the Army and the Air Force worked 
together, in that they used the same paymaster, who was either from 
the Army or the Air Force. Such was not the case for the Navy. 
The Navy had to have a separate one. : 

There should be some way to unify the accounting systems so that 
duplication is eliminated. 

Things are made too complicated for Congress, if each service has 
a different system. 

Do you agree with that, Admiral? 

Admiral BrarpsLey. Not necessarily in this area here. Each of 
the activities supported by this appropriation is a separate and 
distinct operation in itself. For example, the naval communications 
system is financed from this appropriation. 

Senator ELLENDER. How many different activities do you have in 
the other appropriations? 






























ORGANIZATIONS 





UNDER VARIOUS APPROPRIATIONS 





Captain McDonaxp. The other appropriations, for instance, aero- 
nautics, has 70 or 80 stations, Bureau of Ships may have 50 or 60 
different organizations, like the naval shipyard or submarine base in 
New London. 

Servicewide supply and finance has maybe 30 or 40. All the other 
appropriations also have, as part of the performance budget where 
all the support is supposed to come from, one appropriation for the 
entire situation. 

Senator ELLeENpER. You service 52 different organizations? 

Captain McDona.p. Yes, sir. 

Senator ELLENDER. How many more organizations are there within 
the Navy? 

Captain McDona.p. I would venture a guess, Senator Ellender. 
There are about 300, at least. 

Senator ELtenpgER. Are the combinations similar to this, or do 
they act on their own? 

Captain McDonatp. They are similar to this. They are supported 
by certain appropriations. 


FIELD 





ACTIVITIES 


Admiral Brarpstey. These are by functions, Senator Ellender, 
Our field activities are grouped together by functions. 

The Bureau of Ships in its maintenance and operation appropriation 
supports financially its shipyards and other field activities, that it 
has been held responsible for. 

Senator ELLENDER. Such as? 

Admiral Brarpsuey. Such as shipyards, repair yeards, certain 
bases overseas. They supply all the money to operate and maintain 
those installations. 
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The Bureau of Aeronautics in its “Aireraft and facilities, Navy,” 
appropriation is responsible for budgeting for, managing, and admin- 
jstering the aviation establishment like the air stations, including 
even the Marine Corps air stations. 

The Bureau of Ordnance in its “Ordnance and facilities, Navy,” 
appropriation has the funds to operate its ordnance plants and other 
ordnance shore establishments. 

Senator ELLENDER. You said 58 percent of this amount is to pay for 
salaries. Does that include the salaries of the enlisted personnel 
and officers? 

Admiral Brearpsuey. No, sir. 

Senator ELLENDER. It only pays for the civilians and such supplies 
as are necessary to run and operate these 52 different organizations. 

Admiral Bearpstey. Correct, sir. 

Senator SALToNSTALL. Mr. Chairman, I want to read these state- 
ments. I unfortunately could not get here. I have one question. 

Is the Navy through now? 

Admiral Brarpsiey. No, sir; we have one more appropriation and 
the stock and industrial funds. Two more items, sir. 

Senator Cuavez. The next item, Admiral Beardsley, is Naval 
Petroleum Reserve. 


NavaAL PETROLEUM RESERVES 


STATEMENTS OF CAPT. ALBERT S. MILLER, USN, DIRECTOR, 
NAVAL PETROLEUM, RESERVES; AND REAR ADM. GEORGE F. 
BEARDSLEY, USN, ASSISTANT COMPTROLLER, DIRECTOR OF 
BUDGET AND REPORTS 


Program and financing 


| 2 ogee aa: 
1956 actual | 1957 estimate | 1958 estimate 


Program by activities: } 
1. Naval petroleum reserves and related development--_- $2, 728, 136 $332, 000 | $851, 000 
2. Naval oil shale reserves es TEGO lecckcciccnew 
3. Field administration. = 113, 974 138, 000 | 149, 000 


Total obligations , 2, 842, 110 683, 000 | 1, 000, 000 
Financing: Unobligated balance no longer available (expiring 


for obligation) - __--- 8, 890 ; 


Appropriation__ ee [ ea utie 2, 851, 000 | 683, 000 | 
| 


1, 000, 000 


NO APPEAL FROM HOUSE REDUCTION 


Admiral Brarpstey. The Navy requested $1 million for this 
item. <A reduction of $175,000 was made by the House. 

The Department of the Navy is not appealiag this reduction. 

Capt. Albert S. Miller, Director of Naval Petroleum Reserves, is 
speaking to this appropriation. 

Senator Cuavez. Tell us the general program and condition of the 
funds you need to carry out your functions. 

Captain Mituer. | have a short statement, sir. May I read that? 

Senator CHavez. Yes. 
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FUNCTION OF APPROPRIATION 


Captain Mruuer. Mr. Chairman and members of the committee, 
the “Naval petroleum reserves” appropriation provides funds to ca 

out the provisions of the Naval Petroleum Reserve Act which direets 
the Secretary of the Navy to explore, prospect, conserve, develop, use, 
and operate the naval petroleum reserves for the production of petro- 
leum when required for national defense. 


BUDGET ESTIMATE 


The budget estimate of $1 million for fiscal year 1958 provided 
$810,000 for operation of Naval Petroleum Reserve No. 1. 

Forty-one thousand dollars for supervision of oil and gas leases on 
Navy’s leased lands in Naval Petroleum Reserve No. 2 and custodial 
work on Naval Petroleum Reserve No. 3; $149,000 for maintenance 
and operation of the Office of the Director and two field offices, and 
for employment of consultants. 

The House Committee on Appropriations provided $825,000, a 
reduction of $175,000 in the amount requested. 

Funds have not been requested for the naval oil shale reserves. 
During fiscal year 1957 funds were provided for maintenance and 
protection of the oil shale facility located on Naval Oil Shale Reserves 
Nos. 1 and 3 near Rifle, Colo. 


FUNDS DELETED FROM INTERIOR REQUEST 


It was understood that this work would be performed during 1958 
by the Bureau of Mines, Department of the Interior. However, 
the House committee on Appropriations deleted funds for this work 
from the Department of the Interior budget, stating in its report 
that, as directed by the Congress last year, “the costs of maintaining 
the Rifle oil shale facility should continue to be financed from the 
appropriation to the Navy for naval petroleum reserves. 

At this time, neither Interior nor Navy has funds to maintain and 
protect the facility during 1958: 
































OIL SHALE FACILITY, RIFLE, COLO, 





In connection with the Rifle oil shale experimental facility, several 
bills have been introduced in both the Senate and the House of Repre- 
sentatives which would authorize the Secretary of the Navy to experi- 
ment in the extraction of synthetic liquid fuel from oil shale in the 
interest of national security. 

Should legislation result from the bills early in the 85th Congress 
supplemental funds for fiscal year 1958 would be required to conduct 
experimental work at the Rifle oil shale experimental facility. 





INCOME FROM NAVAL RESERVE 





From fiscal year 1916 through 1956, income deposited in the United 
States Treasury from the naval petroleum reserves amounted to 
$154,741,959; expenditures amounted to $122,137,503. 

Income during fiscal year 1956 amounted to $14,508,286, and it is 
estimated that income during fiscal years 1957 and 1958 will amount 
to about $16 million per vear. 
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To provide a supplemental supply of oil during a national emerg- 
ency, Naval Petroleum Reserve No. 1, containing about 716,585,000 
barrels of oil, has been developed and is being maintained in a state 
of readiness to produce on short notice approximately 175,000 barrels 
of oil daily when required for national defense. 

Senator ELLENDER. When you say it has been developed, you mean 
you have located it; you know it is there? 

Captain Mituer. We know it is there. We have about a thousand 
wells on the reserve already drilled. 

Senator ELLENDER. Do you use the seismograph? 

Captain Miucer. It has been located a long time ago by seismo- 

aph and geology and it has been developed. We know the extent. 

We know there are 750 million barrels of oil in that reserve. 


MAINTENANCE OF RESERVE IN READINESS 


Senator ELLENDER. What do you do there? 

Captain Miter. We maintain the reserve in a state of readiness. 

Senator ELLENDER. How do you maintain it? 

Captain Mititer. We have a unit-plan contract between the 
Standard Oil Company of California and Navy. 

We also have an operating agreement with Standard Oil of Cali- 
fornia, who operates the reserve. 

Senator ELLENDER. What will this $825,000 be used for? 

Captain Mituzr. That is for the cost of operation. 

Senator ELLENDER. Administrative purposes? 

Captain Mixusr. Yes, sir; and also for field operations. We are 
producing 16,000 barrels per day now. The cost is running in the 
neighborhood of $125,000 per month. 

Senator Evitenper. Is that to operate the wells that are now 
producing? 

Captain Mituier. Yes, sir; that is to pay our share of the operating 
cost. 

Senator ELteENpER. Who pays the other share? 

Captain Miniter. Standard Oil of California pays their share in 
proportion to the amount of take, of the production. They are taking 
one-ninth. We are taking eight-ninths. 

Senator ELLENDER. How much are you taking? 

Captain Mitver. Eight-ninths of the production. 


METHOD OF APPROVING AGREEMENTS 


Senator SALtronsTaLL. I am correct in saying, Captain, that all 
these agreements come before the Armed Services Committee, are 
approved by the Armed Services Committee, and that the agreements 
with the Standard Oil Company of California and the proportions 
that the Navy gets and Standard Oil of California gets out of these 
reserves at any time is all presented to and approved by the Armed 
Services Committees of the House and the Senate? 

Captain Mituier. That is correct. The proportion of the take 
depends on the participating percentages established by the engineer- 
ing committee. We always keep the Armed Services Committees of 
the House and Senate informed of that. 

Senator ELLeNDER. Does this one-ninth go to Standard Oil or the 
company who develops it? 
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Captain Miter. No, sir; in order to pay for their share of operating 
expenses. 


DRILLING EXPENSE 


Senator ELLENDER. Suppose you drill a well, does that one-ninth 
go to pay for drilling the well? 

Captain Mriuuer. It would depend on whether it is a development 
well or a well which we think is exploratory. 

Senator Extenper. If you own it all, why pay them anything? 

Captain Mrtier. We don’t own it all, sir. We own in the Shallow 
zone 70 percent. Standard Oil of California owns 30 percent. That 
is why it was unitized. 

Senator ELLenpER. Now, in drilling these wells do you pay your 
proportionate share? 

Captain Miuuer. Yes, sir; but there, again, if it is an exploratory 
well, which we think is necessary to further develop, we can invite 
Standard to pay part of it. If they desire not to, we have to pay the 
total cost of it. Standard pays its share ultimately. 


DISPOSITION OF OIL 


Senator CHAavnez. Whatever system you use, after you get the 
produc tion what do you do with the oil? 

Captain Mititer. We sell it, sir. 

panes Cravez. To Standard Oil? 

Captain Mitter. Not exactly. For the past 3 years Navy’ 
share of shallow-zone oil has been going to Standard Oil of C alifouman 
and Navy’s share of Stevens and Carneros Zone oil has been sold to 
Sunland Refining Corp. 

Senator CHavnz. Open market, or by negotiation? 

Captain Minimr. At public sale. We advertise for bids on the sale 
of this oil and we recently completed that sale and as of the 8th of 
July the production, that is Navy’s part of the production from the 
shallow zone, will go to three independent producers on the west 
coast. 

Senator CHavez. The revenue that you get from Standard, or the 
independents that you are talking about, makes up the item that you 
said was the revenue that came in? 

Captain Mituxr. That is returned to the Government; ves, sir. 


OIL IN ALASKA 


Senator Cuavnz. How about Alaska; have you any production? 

Captain Mitier. No_ production. We do not even have an 
office in Alaska. 

Senator CHavez. You did some exploration? 

Captain Mriiter. We did for a period of years, from 1944 to 1953 
we spent $46 million lookiag for a. 

It was decided in 1953 to suspend that operation. 

Senator Cuavez. Has the naval reserves any properties or interest 
outside of continental United States? 

Captain Miter. No, sir; except Alaska, which is outside the con- 
tinental United States. 
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RIFLE, COLO., FACILITY 


Senator Cuavez. With respect to Rifle, Colo., from the Interior 
Department appropriation bill and the history of that appropriation 
pill, it was decided several years ago that they would discontinue the 
mining for that shale to produce oil. But there was some money 
appropriated to keep the plant intact or at least to see that it would 
not deteriorate too much. 

Do you have authority now to carry on that work? 

Captain Miutuer. That is right, sir, July 1. 

May I refresh your memory on that? 

Last year the Senate put into our appropriation $500,000. When 
it went into the conference that $500,000 was removed, but authority 
was granted to reprogram some funds from our appropriation for the 
purpose of maintaining and taking custody of Rifle. 

Senator Cuavez. Could you not do that under this appropriation 
instead of waiting for proposed legislation? You did it last year so 
that it could be done if we inserted in the bill that we give you author- 
ity to do it? 

Captain Mitier. It would depend on how much I could find to 
reprogram, if I get the authority to do it. 

Senator CHavez. Well, we gave you the authority to do so and you 
found money last year to reprogram it. I do not see why you could 
not do it this year. 

Captain Miter. Primarily because the carryover on obligated 
funds has been reduced considerably, due to reprograming for Rifle 
last year, and also due to the reduction in the House of 1958 funds. 

Senator CHAavnz. Last year? 


Captain Mititer. We reprogramed 1957 funds for this purpose. 

Senator CHavez. Senator Allott is in the room. With the per- 
mission of the committee, we will ask Senator Allott if he has any 
questions to ask the witness under this item. 


STATEMENT OF HON. GORDON ALLOTT, A UNITED STATES 
SENATOR FROM THE STATE OF COLORADO 


CONFUSION OVER JURISDICTION OF RIFLE PROPERTY 


Senator ALLorr. Just 1 or 2. I appreciate very much the courtesy 
of the committee. 

Since this matter is of such vital interest in our State and since 
Captain Miller has shown a great interest in the protection of these 
reserves himself, first of all, may I inquire, Is this the general state- 
ment to be incorporated in the record, Captain Miller? 

Captain Miuusr. I believe so. 

Senator ALtLorr. What is the amount that would be required for 
the maintenance of that property? 

Captain Miter. Estimated $200,000. 

Senator AtLtorr. Do I understand that there is still a considerable 
amount of confusion whether this is under the jurisdiction of the Navy 
or under the Department of the Interior? 

Captain Miniter. There is that confusion, sir. May I explain it 
this way: 

The House Subcommittee on Interior Appropriations stated this 
was Navy’s responsibility and should come from Navy’s fund. 
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On the floor of the House it was stated by the chairman of the 
Subcommittee on Naval Appropriations that it is not Navy’s jurisdic. 
tion and, therefore, Navy should not have any funds. 

So it would appear that we have a difference of opinion between 
the two subcommittees of the House Appropriations Committee. 

Senator Attorr. The main Appropriations Committee will have to 
determine that matter, but the point I want to bring out is that it is 
vitally essential that funds be provided one place or another so that 
these properties may not be lost or destroyed. 

Captain Miuuter. That is right, sir. Because there is an estimated 
$4% million worth of plant on that hillside. 

As it stands now, as of July 1, we don’t even have the money to 
guard the property. 

Senator Attorr. That not only represents the material value of that 
property, but also a great many years of research? 

Captain Miuuer. Years of research and total expenditure of $17 
million at Rifle. 

Senator ALLotr. One other question, Mr. Chairman. 

Several bills have been introduced to authorize the Navy to conduct 
further research and if the Navy is given this will the facilities of 
Rifle be used in connection with this research? 

Captain Mruuer. Yes, sir. 

Senator Attorr. Mr. Chairman, thank you very much for offering 
me this opportunity of bringing this matter before the committee. 

Senator Cuavez. Yes. 

May I suggest, Captain, on this item, you have $36 million in this 
bill for the purpose of research. 

Captain Mixer. That is the oil-shale bills that are now pending? 

Senator CHavez. Yes. $13% million for the next 6 years? 

Captain Mitisr. $13% million for the next 6 years. 

Senator Cuavez. You agree that you can get $200,000 to take care 
of some property wherein we have already spent $17 million? 

Captain Mruuer. That is right. 

Senator CHavez. We will try to give you the authority and you 
look for the money. 

Captain Mruuer. Thank you, sir. 


NET RETURN TO TREASURY 


Senator ELLeNpER. How much money do you return to the 
Treasury each year? 

Captain Miter. In fiscal year 1956, the net profit was $12 million. 

Senator ELtenppr. When you say net profits, that is after 
paying—— 

Captain Mruuer. After taking off appropriation and expenditures 
out of the gross income. 

Senator ELLENDER. Why must you do that? 

Captain Mrituer. Just to show the net profit. 

Senator ELLENpDER. That goes to the Treasury? 

Captain Mruuer. Directly; yes, sir. 

Senator Cuavez. You are the only one that we have heard yet 
that has some money being turned over to the Treasury. So IL 
compliment you. 

Captein Mruuter. Thank you, sir. 
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FUNDING IN CASE ITEM IS DELETED FROM INTERIOR BILL 


Senator SaALTONSTALL. As I understand it, Captain, the money for 
this Colorado situation was included in the Department of the Interior 
budget? 

Captain MiLuer. Yes, sir. 

Senator SALTonsTALL. If that is stricken out of the Department of 
the Interior budget on the ground it is a proper defense item, then 
what you have to do is to request $200,000 to be included in this 
budget; am I correct? 

Senator Cuavez. If he gets authority. 

Captain Mruuer. If I could get $200,000 from someplace, the oil- 
shale facility at Rifle would be properly taken care of for the next 
year - at least until the fate of these pending oil-shale bills is deter- 
mined. 

I cannot see letting it go to wrack and ruin at this time when it is 
possible we would like to start the place up. 

As an example, we have 5% miles of road from the mine to the plant. 
That road is going to wrack and ruin. 

Another winter and it will cost $200,000 to fix it up. 

Senator ELLeNpER. This situation has been before this committee 
for several years. Senator Millikin, I think, always brought it before 
this committee. 

There was no money in the budget last year for this item. 

Captain Mituer. There was none in the House, but the Senate 
did put some money into our bill, but that money was taken out in 
the conference. 

Senator ELLENDER. Then there was no money last year. 

Captain Mruuer. No, sir. We were authorized to reprogram 
funds from naval petroleum reserve’s 1957 appropriation and we did 
reprogram $213,000. But in so doing we have reduced what we had 
in a sort of reserve or cushion at Elk Hills, which has been brought 
down over the years, to where there is not much left. 

Senator ELLENDER. How much remains? 

Captain Mitier. We hope we will have about ninety-five to one 
hundred thousand dollars left. 

It is possible that I may be able to use that money, given the 
ney: for just very skeleton maintenance and custody of that 

ant. 

. Senator ELtenpeR. That would require reprograming? 

Captain Miuuer. Yes, sir. 

Senator ELLENDER. Even if you get that, wouldn’t you like to have 
another $100,000? 

Captain Miuuer. Yes, sir. That additional amount is absolutely 
necessary to do an adequate job. 


HISTORY OF ITEM 


Senator Cuavez. Captain, did you appear before the Interior Com- 
mittee of the Senate in this year’s bill? 

Captain Mriuer. No, sir. 

Senator ELLENDER. In order to refresh my memory, Captain, who 
operated this before it was closed? 

Captain Mituer. Bureau of Mines. 


92576—57 84 
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Senator ELLENDER. So they want you to take care of it? 

























Senator ELtenpER. None of it could be used for fuel purposes? 

Captain Miiuer. No, sir. 

Senator Cuavez. Now, perhaps some more information might 
throw a little light on this situation. 

The Interior De partment appropriation bill is still in the Senate on 
account of the situation that arose out of this third supplemental bill 
with the location and stockpiling of minerals. I think it would not 
be a bad idea, Senator, if you would appear before that committee 
sometime? 

Senator Attorr. I will do that. 

Senator Cuavez. I would appreciate it. They are my neighbors. 

Senator ALtorr. We appreciate very much the interest the Senator 
from New Mexico has shown in this, and also Captain Miller, who 
realizes, as few men do, the great national asset that these oil-shale 
reserves are. 


Captain Mitter. When they had no money granted to them, they r 
then requested us to take possession of the plant, which we did on 
July 1 last year. 
Senator ELnenper. You have stated you return many millions of a 
dollars from oil sales to the Treasury each year. 0! 
Captain Miuuer. Yes, sir. 
FEASIBILITY OF DIRECT PURCHASE OF OIL ; 
Senator ELLenDER. Have you ever looked into the feasibility of 
permitting the Navy to take some of this oil directly instead of buying I 
it? Do vou get more out of selling it than you do by rebuying it? 
Captain Mitier. You mean that is accrued for the Navy’s ‘use? 
Senator ELttenpmER. Yes. 
Captain Mituer. The Navy has no refining facilities to produce 
the product. | 
' 
‘ 

































LOSS FOLLOWING FAILURE TO ALLOW ITEM 








Senator Cuavez. Here is another thing: For this money, $200,000, 
they will lose a road which is already constructed. We would have to 
appropriate more money to put it into shape. 

Senator ALLorr. It is not just the road. It is the machinery that 
is there, the equipment that is there and has to be run and kept oiled 
or be lost completely. 

Senator CHavez. Thank you. 


Srock AND INpustrRIAL Funps, Navy 


STATEMENT OF ADM. G. F. BEARDSLEY, USN, ASSISTANT 
COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS 





PREPARED STATEMENT 









Senator Cuavez. Proceed. 
Admiral Bearpstey. Mr. Chairman, I have a brief statement on 
stock and industrial funds. 

Senator Cuavez. The statement may be included in the record at 
this point. 
(The statement referred to follows:) 
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STATEMENT OF REAR ApM. G. F. Bearpsiey, USN, iy Connection WitH 
FiscAL YEAR 1958 Bupcet EstimMaTEes oF THE Navy InpustRIAL Funp, 
tHE Navy Stock FuNpb, AND THE MARINE Corps Stock Funpb 


Mr. Chairman and members of the committee, I wish to present at this time 
a general statement concerning stock and industrial funds in the Department 
of the Navy. This statement will include the general status of the Navy indus- 
trial fund and the Navy and Marine Corps stock funds. 

As you know, the action by the House of Representatives was to transfer the 
following amounts from these funds to the appropriation ‘‘Military personnel, 
Navy”: 

From the Navy stock fund_ __. ; ; $100, 000, 000 
From the Marine Corps stock fund_____-~_- iy 20, 000, 000 
From the Navy industrial fund__- ansid Seupatease Aeciietd bi 70, 000, 000 


Total. . .. Ae ve _..-.- 190, 000, 000 


We do not oppose these transfers, and thus do not seek restorations. Similarly, 
we are not asking the Congress to provide new money to any of these funds with 
respect to their operating capabilities. I have available brief summaries of the 
general status ot each fund. In event that more detailed information is desired, 
the managers of the respective funds are present and will provide any required 
data. . 

NAVY STOCK FUND 


The unexpended balance of cash with the Treasury is summarized as follows: 


End fiscal year 1956__ __ Se j 5 _._. $489, 084, 002 
End fiscal year 1957 (estimated) __ hile aos ‘ _. $316, 084, 002 
End fiscal year 1958 (estimated) : ._.-.-. !276, 084, 002 


! Transfer of $100 million to ‘‘ Military personnel, Navy” taken into account. 


Excess cash was withdrawn from the fund in the following amounts: 


Begin fiscal year 1956- _____ $429, 000, 000 
Begin fiscal year 1957_ : Seti. 3 _.... 800, 000, 000 
Begin fiseal year 1958_ i usus----~ 100,000,000 


Dollar value of inventories held is as follows: 


End fiscal year 1956 ‘ $1, 478, 288, 413 
End fiscal year 1957 (estimated) ; r _ 2, 044, 015, 682 
End fiscal year 1958 (estimated) 1, 776, 255, 682 


Changes in capitalized inventories is as follows: 


End fiscal year 1956 + $109, 516, 030 
End fiscal year 1957 (estimated) ; ‘ ; + 872, 680, 000 
End fiscal year 1958 (estimated) _____- go. eee +21, 920, 000 


The large increase in fiscal year 1957 was due to the extension of the stock fund 
to include certain technical spare parts. 


MARINE CORPS STOCK FUND 


Unexpended cash balance with the Treasury: 


End fiscal year 1956 261, 951 
End fiscal year 1957 (estimated) 261, 951 
End fiscal year 1958 (estimated) (transfer of $20 million to MPN 

taken into account) 59, 261, 951 


Withdrawals of cash: 
Begin fiscal year 1956 000, 000 
Begin fiseal year 1957 000, 000 
Begin fiscal vear 1958 000, 000 
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Dollar value of inventories: 


End fiscal year 1956_ __------ 
End fiscal year 1957 (estimated) _-- 


$406, 078, 381 

° Te 420, 331, 681 

End fiscal year 1958 (estimated) __- - 393, 689, 68] 
Changes in capitalized inventories: 


End fiscal year 1956 
End fiscal year 1957 (estimated)___- 
End fiscal year 1958 (estimated)_-__- 


Sebel) sudvads Lute vi +$69, 114, 954 
capoh ai wucuniie wine +35, 270, 000 
ans) 


NAVY INDUSTRIAL FUND 


As of February 1, 1957, a total of 49 activities have been cut over to the worki 
capital type of funding and accounting for work and services performed for cys. 
tomer appropriations. The aggregate total of working capital allocations to 
these 49 activities, as of February 1, 1957, was $241,728,503. The annual volume 
of work and services rendered to customer appropriations by these 49 activities 
eee $1,300 million. 


cheduled for conversion to industrial fund financing early in fiscal 1958 are 
the following activities: 
David Taylor Model Basin, Carderock, Md. 
Public Works Center, Norfolk, Va. 
Public Works Transportation Center, Treasure Island, Calif. 
Naval Air Station, Quonset Point, R. I. 

The corpus of the fund currently consists of a total of $388,090,000, of which 
$241,728,503 has been allocated to operating activities, leaving a balance of 
$146,361,497 available to accommodate future requirements. The transfer of 
$70 million recommended by the House of Representatives will leave an available 
balance of $76,361,497. 


TRANSFER OF FUNDS RECOMMENDED 


Admiral Buarpstry. For your information, the House recom- 
mended transfers of $100 million from the Navy stock fund, $20 
million from Marine Corps stock fund, and $70 million from the Navy 
industrial fund, a total of $190 million, to the appropriation ‘Military 
personnel, Navy.” 

The Navy is not reclamaing the reduction of these funds. It will 
leave sufficient funds to carry out our operations in the next year, both 
in the stock fuad and industrial fund. 

Senator ELLenpER. Do you think you could do with a little less? 

Admiral Buarpstxry. I don’t think so. 


BALANCE IN NAVY STOCK FUND 


Senator ELLENDER. How much will you have left from your Navy 
stock fund? 

Admiral Brarpstry. The Navy stock fund will have at the end of 
1958, $267 million. 

Coming down from $316 million at the end of this year, it will come 
down to $276 million next year. 

Senator ELtenpnmr. Is that a normal carryover? 

Admiral Brarpstey. I would say that is a normal amount required 
to carry out its business. 

Senator ELLENDER. How will the Marine Corps stock fund be 
affected? 

Admiral Brearpstey. There will be $59 million cash in the Marine 
Corps stock fund. 
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NAVY INDUSTRIAL FUND 


Senator ELLENDER. The last is the Navy industrial fund. 

Admiral Bearpstey. The corpus of the Navy industrial fund 
consists of $388 million of which $214 million has been allocated to 
yarious Operating activities. 

It will have $146 million available for future requirements. 

As you know, we are extending the Navy industrial fund and we 
will need cash to set up the new activities. 

Senator Cuavez. Admiral, are you going to request any significant 
language changes in the bill? 

Admiral BrarpsLey. We have no language changes that we are 
requesting, sir. 

Senator SALTONSTALL. You have no language changes in the whole 
Navy or are you speaking for just your group? 

Admiral Brearpstey. |] am speaking for the Navy Department. 

Senator SALTONSTALL. There are no language changes requested? 

Admiral Bearpstry. No, sir. 

Senator SALTONSTALL. Just money? 

Admiral Brarps.tey. Yes, sir. 


PRIORITIES IN RESTORATION REQUESTED 


Senator SALTONSTALL. Have you indicated on the money end of it, 
$390,067 ,000, that you are requesting back? 

Admiral Bearpsury. Y es, sir. 

Senator SALTONSTALL. Have vou any idea of priorities on that? 

Admiral Brarpsuey. No, sir. Our approach to this is to try to 


keep it in an overall] balance. We have not established any priority 
between the different items. It would be very difficult. 


REQUEST FOR LIST OF UNOBLIGATED BALANCES 


Senator ELLENDER. Senator Saltonstall, I requested that the 
admiral give us the amounts of unobligated balances in each appro- 
priation for 1958 and 1959, and I believe they have been furnished. 

I think you also testified previously, Admiral, that any amount 
that we reduce should be pinpointed. 

Admiral Brearpstey. I think it would be more desirable. 

Senator CHavez. Senator Saltonstall, do you have any questions? 

Senator SALTONSTALL. I have no questions, Mr. Chairman. 


REQUEST FOR LIST OF LANGUAGE CHANGES 


Senator CHAvEz. I would like to have the Department of Defense 
supply for the record all significant language changes which have not 
been treated by the presentations of the Army, Navy, and Air Force. 

This will include not only such changes from the 1958 appropriation 
act as appear in the Office of the Secretary of Defense, but more 
particularly those which appear in the general provisions of the bill. 

The committee will recess until 2 o’clock. 

(See appendix beginning on p. 1575.) 

Admiral Brarps.ry. I want to thank the chairman for the very 
thorough hearing we have had on the Navy Department in the last 
few days. 

(Thereupon at 11:55 a. m., the subcommittee was recessed until 
2p. m., same day.) 
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AFTERNOON Session, Monpay, JuNeE 17, 1957 


STATEMENT OF HON. DONALD A. QUARLES, DEPUTY SECRETARY 
OF DEFENSE 


EFFECT OF DIRECTIVE ON DEPARTMENT AS A WHOLE 
The subcommittee reconvened at 2 p. m. 
the recess. 

Senator Cuavez. The committee will come to order. 

Mr. Secretary, we have had quite some testimony with reference 
to directive by the Secretary on the 2d of May, and its affect upon 
the different branches of the Defense Department. 

I presume you have been giving some thought as to how it affects 
the Department of the Air Force or the Defense Department as 
a whole. 

Can you give the committee the benefit of your thinking? 

Mr. Quartss. I will be very glad to do so, Mr. Chairman. I will 
point out that Secretary Douglas of the Air Force is here and that 
the committee might well like to hear independently from him. 

However, as you yourself have suggested, we have been very 
diligent in ‘the last week or so in getting at the impact of this on 
all of the departments. 

It is true that its impact is greater on the Air Force than on the 
other departments, but it is by no means limited to the Air Force. 

It, of course, leaves all departments in the same position and it is 
merely that the Air Force has been following somewhat different 
practices in detail than any other department and, therefore, is some- 
what more affected by this directive. 





, upon the expiration of 








IMPACT ON AIR FORCE 


Now, on careful analysis it develops that the directive will have 
an impact on the Air Force, and I will deal specifically with that first, 
in three major areas. 

The Air Force has used this system of preproduction funding, as 
have all the departments, to support the long lead-time items of the 
procurement program. 

There has been a difference between the departments in the extent 
to which they have used this preproduction funding and there has 
been some difference in the exact manner in which they have used it. 

But these are differences in detail. In principle, all have used it. 
And it is agreed, in fact, that we should continue to do some amount of 
preproduction funding in the Department, all of course, as agreed with 
the Appropriations Committees in the process of defending the budget 
each year. 

It is an item that is presented to the Appropriations Committee. 
So it should be, of course, all understood with the committees, but, if 
understood, it is still our judgment that, when properly controlled 
and: handled, it is sound and tn the interest of the Government to 
have some amount of this preproduction funding in the program. 
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AIR FORCE PREPRODUCTION FUNDING 


Now, the Air Force has such preproduction funding in effect at the 
present time to support procurement programs that will be under- 
taken in the fiscal year 1958 and that are all in the program as pre- 
sented to the Congress for fiscal year 1958 and the Air Force is plan- 
ning to apply some $650 million dollars to bring these preproduction 
accounts up into full production as it proceeds from the present pro- 
duction phase to the full production contracting phase. 

I give you that number to indicate the extent to which this kind 
of thing has been done. 

The numbers I am giving you include both the P—100 account and 
the P-200 account, the aircraft and related procurement and procure- 
ment other than aircraft. 

This is one area in which there is an impact of the directive and it is 
agreed that we will proceed in this orderly way to bring the funding 
in these accounts up to full funding in fiscal year 1958 and it is further 
agreed that in preparation for our fiscal year 1959 budget we will 
come to a coordinated position within the Defense Department as 
to just how to handle preproduction and we will present our budget 
proposals to the Congress on such a uniform basis among the three 
departments. 

This will require some further detailed planning in connection with 
the preparation of our fiscal year 1959 budget, but it does not affect 
the immediate situation. 

As I say, I feel that this item is now in hand and that there is no 
disagreement among us about it. 


HANDLING OF LETTER CONTRACTS 


The second item that I will mention has to do with the handling 
of letter contracts. 

Senator SALTONSTALL. Letter, l-e—t—t-—e-r? 

Mr. Quartes. Yes, sir; letters of intent which are in fact advance 
notice of contracts for procurement. 

As the committee, I am sure, is aware, it is the practice of all the 
departments that when they initiate a procurement on which they 
cannot definitize a final contract they give the contractor by letter 
coverage for his initial liabilities and obligations so that he can get 
underway on the thing and then definitize the contract as soon as it 
can be worked out with the contractor. 

Now, in our practice, in the practice of the Air Force and in the other 
departments as well, it has been customary to apply against these 
letter contracts obligational authority in the amount of the Govern- 
ment’s limited obligation on the letter rather than the amount that we 
expect finally to contract for. 


ILLUSTRATION OF METHOD OF HANDLING 


I would like to illustrate that to try to be clear about it. 

If we are initiating a million-dollar program with the contractor by 
letter contract, we might well say that the Government will cover you 
for $100,000 pending definitization of the contract. 

In that event we would set $100,000 against that project from our 
obligational authority apportioned to us. We would not set the full 
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million dollars against that until the contract is definitized in the 
amount of a million dollars. 

Now, the new directive—— 

Senator ELLENDER. Mr. Chairman, may | ask a question at that 
point? 
Senator CuHavez. You may. 





















FUNDS NEEDED TO COMPLETE CONTRACTS 






Senator ELLteNpER. Mr. Quarles, could you give the committee an 
idea of how much money would be required to definitize all contracts 
in the Departments of the Army, Air Force, and Navy? 

Mr. Quarues. We have asked the three departments for exactly 
those figures, Senator Ellender. I will be glad to file them, but I am 
not in a position to file them at this time. I will file them for the 
record. 

Senator Cuavez. But you are working at it? 

Mr. Quaruss. Yes, sir. 

Senator Cuavez. And could furnish them in the future? 

Mr. Quaruzs. Yes, sir. We have asked for them as of June 30, 
1957. If that is agreeable to the committee, we will file them as of 
that date. 

Senator Cuavez. The only thing is this: it was the purpose of the 
chairman, if at all possible, to try to mark this bill the latter part of 
this week. If you can rush it without jeopardizing what you are 
trying to do, we would appreciate it. 

Mr. Quartgs. I will try do do so, Mr. Chairman. 

(The information referred was not available at time record was 
printed.) 







POLICIES OF DIFFERENT SERVICES 
Senator Syminaton. Mr. Chairman, may I make an observation 
at this point? 

Senator CHavnz. Certainly. 

Senator Symrneton. Mr. Secretary, the testimony on Friday went 
like this: 

I said to Admiral Russell: 


The Air Force testified before this committee that they, one, used a preprodue- 
tion account and justified it before the Congress; 

Two, buy in advance long lead time items of the aircraft already programed 
for ahead of the actual purchase of the airframes, presumably engines, electronics, 
and so forth; 

‘ And, three, never contract for anything that they do not have sufficient funds 
or. 




















My question is, Does your procurement policy in the Navy and your 
procedure in any respect from these Air Force items I have just men- 
tioned differ in any respect from these Air Force items I have just 
mentioned? 


Admiral Russe.u. Senator Symington, we do these three things: The answer 
to each question is ‘Yes.’ 


I am correct, am I not, without reading further this rather interesting 
testimony, that both the services buy their planes the same way? 
Mr. Quaruzs. To the best of my knowledge, that is true, Senator 
Symington. I think there are differences in the detail to which they 
use this method, but the principles involved, I think, are identical to 
the best of my knowledge. 
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I believe it is also correct to say that the departments have been 
asked to file a specific statement setting forth the details in which 
they handle this matter and that is being prepared. 


QUESTION OF CRITICISM OF AIR FORCE PURCHASING 


Senator SyMiIncTon. I asked: 


Why do you think if that is true that there has been such emphatic criticism 
of Air Force purchasing policy and none whatever of the Navy? 


And Admiral Russell said: 


I can really only speak to our own procurement methods. We do the three 
things which you have mentioned in these questions. I would like to say also 
that we coordinate very, very closely with the Air Force in our procurement of 
aircraft. We buy for them in certain cases. They buy for us. And we are very 
careful, of course, to standardize our contracting methods so that we can go to 
industry with a united front and consistent policy between us. 

Have you any comments on that? 

Mr. Quar.es. I have none, sir, except to say, No. 1, that I have 
not meant to direct my criticism toward the Air Force as against any 
of the other departments. 

No. 2, I think that we will find somewhat greater use of this method 
in the Air Force and of course, greater for one reason, because their 
aircraft procurement is on a considerably larger scale. 

In any event, we are asking for detailed exposition of just what 
this has been and will be able to file that with the committee. 

But I think it will show that the principles involved are uniform. 

Senator Symincron. Thank you, Mr. Chairman. 


CONTINUING LETTER CONTRACT DISCUSSION 


Mr. Quar.es. Mr. Chairman, if I might proceed, then, on the letter 
contract matter. 

I have attempted to explain that our past practice, I believe in all 
of the services, has been to set against the letter contract only the 
limited liability of the letter as against the full contract scale you have 
the final definitized contract. 

The new directive requires that the departments shall set appor- 
tioned obligational authority against the letter contract in the total 
final amount. This we had not been doing. 

Senator SaALronsTaLL. Will you say that again? 

Mr. Quar.tzs. The new directive requires that a military depart- 
ment entering into a letter contract will set against its available 
apportioned obligational authority the full program value even though 
the letter contract limits the Government’s obligation to a small frac- 
tion of that total value. 

I realize this is complicated. If I might use my illustration where 
we are entering into a million dollars program with a letter contract 
limited to $100,000 maximum government obligation under the letter, 
we entered $100,000 as an obligation in our account. 


REQUIREMENTS UNDER DIRECTIVE 


The directive will require us to enter a million dollars against our 
obligational authority when we sign the letter of intent. 
Senator Ettenper. Then you must have the million dollars on hand. 
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APPROPRIATIONS, 
Mr. Quartes. We in any event have had the million dollars in hand 
from the C ongress before we would enter into the matter at all. 

Senator EL.uenpmr. As I pointed out, when this directive was first 
brought to the attention of the committee, the purpose of it was clearly 
stated in the first paragraph, which reads as follows: 












The purpose of this directive is to assure orderly execution of the procurement 
programs of the Department of Defense within the appropriations and funds 
available. 

Mr. Quarues. Yes, sir. 

Senator ELLENDER. That would mean to me, in simple language, 
that no contract may be entered into unless you have the money on 
hand, from peerepries by Congress. 

Mr. Quarues. I want to make it very clear to the committee that 
we do not ioe into the letter contract at all until we have the million 
dollars, the full amount, appropriated by the Congress for the 
purpose. 

Senator CHavnz. But you 


only 
probably to 10 percent? 


obligate yourself in the letter 








OBLIGATING TO LIMITED AMOUNT 










Mr. Quarues. Whatever it may be. It might be 10 percent; in 
any event we only obligate the Government to the contractor in the 
amount of $100,000, and T am not speaking of any change in that. 

We would still only obligate the Government to the contractor in 
that limited amount, but we would set against our available obliga- 
tional authority from the start the full million dollars so as to be 
covered when we can definitize the contract. 

Senator Symineton. Mr. Secretary, in business often a buyer will 

say to the seller, ‘‘I have enough money to cover you contractually 
through September, but I cannot cover you until the first of the year. 
I would ask you, however, to protect yourself on sheet steel, copper, 
and so forth, because I think we will sell more cars and, therefore, 
be able to give you more business; and, if you do that, assuming our 
business justified it, we will do business with you.” 























STANDARD AMERICAN BUSINESS 





PRACTICE 





Nothing could be more standard in normal American business by 
the best companies in the country. I have done it as a seller many 
times, and with a Motors over a period of years. 

Now, in your case you have an even more logical request for the 
supplier to Senet to such a request, have you not, in that you say: 
“This is the President’s program; and, although the money has not 
yet been appropriated to us, and, therefore we cannot use more money 
than appropriated to us, if you give us a price based on your covering 
for what we cannot commit on, we will do business with you in the 
future provided the President continues with his program ’ 

Have I stated it as you see it? 

Mr. Quarters. I would say you have; yes, sir. 

As far as the Government re lationship with the contractor is 
concerned 

Senator SymineTon. That is what I am talking about. 

Actually, the Navy testified they have gone a little farther. 
their preproduction payment accounts they 


Under 
have actually bought, 
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for example, completed engines, which to the best of my knowledge, 
listening to the testimony here, you have not done. 

I have no criticism of the Navy. I have praise for them because 
[ think that is also sound business practice. 

Now, there is another point. Either General Davis or Mr. Pretchitt 
or both said it was a figure which in at least some years ran as much 
as $250 million for preproduction payments. 

Mr. QuarRues. Yes, sir. 

Senator SymineTon. It is relatively a very small amount. Yet 
when you utilize this relatively very small amount, which appears in 
the budget statement as directed by directive 7200.4, you are effect- 
ively manipulating your situation to the point where you stop the 
utilizing of many billions of dollars. 

Mr. Quartps. If we did not retain the latitude to do this we would 
be effectively barring the procurement later or effectively requiring 
the Congress to appropriate greater funds for that later procurement 
so that we could fund it over a longer lead-time period. 


METHOD OF CUTTING EXPENDITURES 


Senator Symincton. In other words, as was pointed out in a letter 
by Secretary Douglas last May 7, he states that unless you have relief 
under this directive it will cost you $3.4 billion in your P—100 funds 
and $800 million in your P-200 funds. This proves my point. If you 
attack what has been done that cost $250 million, and by so doing re- 
duce the amount available to the program over $4 billion, it would look 
like you were not protesting against the preproduction payments plan 
as much as you were utilizing a method for heavily cutting your ex- 
penditures. Is that not correct? 

Mr. Quartes. I would like to attempt to clarify that a bit, if I may. 

It is true that the letter which raised questions about the application 
and interpretation of this new directive, and which was dated May 7, 
spoke in general terms about the merits of the way we had been doing 
business and the desirability of certain interpretations of the directive 
as it was drawn. 

The letter of May 31, and Secretary Douglas is here to testify 
directly on that, said explicitly that if the strictest or unfavorable 
interpretation of the directive is applied it would have an effect of 
the kind that was set forth as Senator Symington has set forth. 

Now, actually, our work in the last week has been right in this 
interpretation area. I think it is fair to say that we have worked out 
each one of these trouble areas in a way not to have anything like 
such a drastic effect on the Air Force program. 

If I might, Mr. Chairman, I have outlined two of these, and I 
would like to speak of the third one so that we will be sure to have 
the record complete. 

LETTER CONTRACTS 


I would only like to say further to Senator Symington’s point that 
the letter contract matter and the preproduction matter are rather 
separate things. We have not used letter contracts, generally speak- 
ing, for preproduction. We have used contracts. 

On the other hand, we have used letter contracts for the straight 
production types, to initiate straight production. 
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I don’t mean we have never used the letter contracts, we, of course 
have. But I also mean to say that letter contracts are not limited 
to the preproduction field. 

Senator Cuavez. You confine it to one particular subject. 

Mr. Quartzs. That is right. I just want to be sure we do not 
confuse preproduction as a procedure with letter contracts which 
may or may not be in the same area as preproduction. 

Senator Symineron. You cannot have a preproduction payment 
commitment, and have it a true commitment, unless you have either 
a contract or a letter contract. There is no confusion between thoge 
two, is there? 

Mr. Quartss. It is this kind of thing: If the Government is fyy- 
nishing to Boeing, for assembly in a B-—52, electronic equipment 
that it takes longer to make than the lead time for the B—52, the 
Government could go to, say, the General Electric Co. and place a 
firm definitized order for that electronics equipment to be delivered 
in time to fit into the Boeing production. 

Now, that preproduction on the electronics equipment, you see, 
might, in fact, have to come the year before the order for the aircraft, 
Therefore, it is in the nature of ordering in advance long lead time 
items to be delivered to Boeing for assembly and might be on a fully 
definitized contract. 

Senator Symineron. But you are not advancing money without a 
commitment, whether a letter contract or full contract? 

Mr. Quarues. Oh, no. In fact, we are not advancing money be- 
yond the proper advances the Government should make in its business 
relationships with the contractor. 

Senator Symineton. That was your previous testimony. Whether 

ou let a contract for long lead time component parts, or for the end 
item you do it only by letter contract or full contract; and you have 
only commited the Government after you have had the money appro- 
priated to you by the Congress. 

Mr. Quaruszs. That is exactly right. 

Senator Symrneton. Thank you. 

Senator SattronstaLyt. Now, Mr. Quarles, you said you worked 
out, No. 1, the preproduction in the amount of $650 million. 

Now you say you worked out, No. 2, which is this letter contract, 
but you did not tell us how you worked it out. 


OUTSTANDING LETTER CONTRACTS AS OF JUNE 30 


Mr. Quarues. I thank you, Senator Saltonstall, I should have. 
We are asking all of the departments to file a statement of the out- 
standing letter contracts as of June 30. 

Senator SALTonsTALL. That is the method you are using to work it 
out? 

Mr. Quarues. That is the method we are using to work it out. 
These letter contracts must all be definitized as soon as one can reach 
appropriate arrangements with the contractor to definitize them. 

What I mean by that is that we must not hold back a letter contract 
because we do not have funds to definitize them. We must in fact 
preserve the funds to definitize them so that we are sure not to let our 
apportionment of funds be a limitation on us in definitizing these 
contracts. 











DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1339 
PRESERVED FUNDS 


Senator ELLENpDER. What do you mean by the term “preserve your 
funds’’? 

Mr. Quarters. The funds already appropriated are preserved against 
the letter contract in full amount before the letter contract is issued, 
but the funds apportioned to us by the Bureau of the Budget for 
obligations have not in the past been preserved for the full value of the 
letter contract until it is definitized. 

Senator ELLeENDER. This information, I requested previously, 
should set out the amount of money that Congress should appropriate 
to complete those contracts that have not as yet been definitized; is 
that right? 

Mr. Quar.es. Not the money necessary to complete them, but 
it will not require an appropriation from the Congress because we 
already have the full appropriation from Congress to complete all 
of these contracts. 


PURCHASE OF ENGINES BEFORE AIRFRAMES 


Senator E.Lenpmr. I know, Mr. Quarles, but the question at issue 
is whether or not you have enough money to complete the contracts 
that have been only partially financed.. 

Mr. Quar.es. I am glad you gave me a chance to be a little more 
precise, because I meant to say if the Congress appropriated the funds 
in fiscal year 1958 requested, then we will have the funds to complete 
the procurement of, say, 100 B—52’s for which we have arranged some 
earlier production. 

Senator ELLENDER. In a nutshell, that means that in 1958, you 
will have all the money necessary to complete all contracts previously 
entered into. 

Mr. Quar.zs. That is correct. 

Senator Symineton. May I ask two questions here? 

You have mentioned the figure of $638 million and we have talked 
about $250 million. 

Have you added some of the other services to that figure? 

Mr. Quartss. No, sir; 650 million was my number. 

Senator Symineron. I beg your pardon. I thought it was $638 
million? 

Mr. Quaruzs. $650 million is the amount of money that will be 
required in fiscal year 1958 to complete the procurement of the items 
that we have started preproduction on in fiscal year 1957. 

Now, that was not the amount of preproduction we placed on those 
items. It is the amount of money left to complete them. $250 
million is the amount of money we propose in fiscal year 1958 to place 
on similar list of items for production in fiscal year 1959. 

Senator Symineton. Mr. Secretary, you must have talked about 
this with the Navy. But the testimony here is that the Navy is not 
worried about this directive. Have you talked to Mr. Gates about it? 

Mr. Quartes. I have talked to him and I think it is fair to say that 
Mr. Gates has not completed his analysis of the problem. 

I think it is also fair to say his problem is a lesser one than that of the 
Air Force, but I am not implying he has no problem. 

Senator Syminaron. One other question. 
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EXPENDITURE CEILING 


You say you have worked out 7200.4 so as to lessen the effects on the 
Air Force. What has been worked out with respect to the $38 billion 
expenditure ceiling that has been established? 

Mr. Quaruus. Would the Senator and the Chairman permit me to 
complete the story on the third case and then come back to the ex. 
penditure matter? 

Senator Cuavnz. I think that would be better. 


OVERPROGRAMING 





Mr. Quarters. Now, the third case I thought the committee 
should be informed about has to do with what the Air Force has 
called overprograming. ‘This is a process we have used in the P-200 
other than major aircraft procurement, account. ; 

What we have done there was to submit in justification of our 
program a list that was 15 percent longer in shopping items than we 
had money to cover, and justified the full list on the theory that it 
has been our experience that some items in this list prove to be un- 
purchasable and therefore we come down and substitute some items 
that are purchasable for those when we are confronted by the market 
conditions. 

It has been the Air Force practice to direct this overprogramed list 
to the Air Materiel Command for its procurement. 













EFFECT OF DIRECTIVE ON OVERPROGRAMING 


Now, the directive requires that we should not direct more than a 
100-percent list, we should not overdirect or overprogram. 

This has the potentiality of causing delay because if an item drops 
out, unless we had done something to provide for it, we would then 
have to go back and work over another item or another list of items 
and there might be enough delay to seriously hamper the contracting 
of the whole program. 

We have arranged to comply with the directive in that we will 
literally direct only the 100-percent list, but we will also be arranging 
in advance for the procurement of additional items if some item in 
this list should drop out in which case it merely requires a telegram 
or two to make the substitution. 

I think this can be made to be not a serious impediment to the work, 
although it requres, as I say, some dexterity to handle the situation. 

I want to be sure not to give the committee a wrong impression 
because there are factors in our bookkeeping which make this an 
orderly process that has been ordered. 

Senator Syminaton. Do you plan to show how many man-hours 
you are going to spend on all this redtape? 

Mr. Quarues. If I may use my words, we are going to keep track 
of this new way of doing business and have another look at it during 
the course of the coming year. 

Senator Symineron. Specifically, will you be able to come to this 
committee and say how much in dollars and cents this maniuplation 
will cost? 

Mr. Qvuartes. I will undertake to do the best I can. I think I will 
be able to come to the committee and give it a pretty fair appraisal of 
what the situation is. 
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Senator Symineron. Can you not register your hours against the 
effort that is done by the people you pay, as in ordinar y business? 

Mr. Quar.es. I would like not to be categorical in answering that, 
Senator Symington, because I can’t be sure how exact I can be. 

Senator CHAvez. You answer your own way. You take the com- 
mittee members questions in the best of faith, but I want the witness 
to have an opportunity to explain it in his own way. 

Mr. Quarues. May I say, this matter is reviewed, we will give 
the committee a careful appraisal as we can of the whole thing. 

Senator SALTONSTALL. What you are saying now, Mr. Quarles, is 
that the difference is that where before you programed 15 percent in 
excess of the 100 percent of funds that were going to be available 
and put those orders out with the idea there would be at least a 
15-percent reduction through failure of one kind or another, now you 
are going to program simply 100 percent, but have available on a 
list somewhere, on paper, where if any of those fall out you im- 
mediately can put on something else to use up the funds and keep 
the ball rolling? 

Mr. Quarues. That is exactly right, Senator Saltonstall, and we 
are applying it only in this procurement other than aircraft account. 

It does not apply to our major procurement. 


RESERVE IN EXCESS PURCHASING 


Senator SyMinGTon. The way you bought before would seem much 
better business practice than the way you plan now. For example, 
you may find a part vital to an airplane, but have no reserve; and, 
therefore, you might wait 6 months to a year. You might hold up 
your whole program of B—52’s, say, because of the way you plan to 
do it as against the way you did do it: and this because of lack of only 
one part. 

Mr. Quaruss. I think that is not correct, Senator Symington, in 
respect to the way we are now proposing to live with the productivity. 

Senator Symineron. I do not know what your proposal is to adjust 
to this directive, but if you are planning to only buy all the component 
parts that you need instead of buying a reserve of those parts, say a 
$15 dollar item or a $1,500 item, you could hold up for an extended 
period a good many million dollars worth of airplanes. 

Secretary Douglas, would you comment on that? 


OVERPROGRAMING PROCEDURE 


STATEMENT OF HON. JAMES H. DOUGLAS, SECRETARY OF THE 
AIR FORCE 


GENERAL STATEMENT 


Secretary Doua.as. I would say this, I have spent some time on 
this, Senator, and I have thought that it was important that we be 
able to program 115—120 percent and the ‘Procurement other than 
aircraft”’ account request to the Congress has specifically included this 
method of programing. 

Now, the agreement that we have tentatively worked out, as | 
understand it, will still provide for our securing approval through the 
Office of the Secretary of Defense and the Bureau of the Budget of 
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115 percent, but it will require our securing a later approval from the 
Office of the Secretary of Defense in order to substitute part of the 
15 percent into the program. 

Senator Symineton. That is not quite the testimony that wag 

iven. 
: Secretary Dovatas. Secretary Quarles corrects me and says notj- 
fication is all that is contemplated instead of approval. 

I have discussed this both with General Irvine and General Raw. 
lings, and we are perfectly willing to accomplish the program in this 
modified form. 

I think the important thing is that we get the apportionment of the 
115 percent. If we have to go back to the Bureau of the Budget we 
would be subject to very serious delays. 

Senator Symrinetron. In other words, what we are going to do is 
what we have done. We are just going to add a little more redtape 
in the doing of it. Is that a fair statement? 

Secretary Dovatas. There is very little more action. 

Senator Symrnaton. I said “little.” 

Secretary Dovetas. That is right, a notification. 

Senator SatronsTaLuL. Mr. Quarles, I can visualize this first the 
way you have described. That is what you might call just an agree- 
ment on a certain amount of money you are going to use for prepro- 
duction, $650 million and $250 million in planning for 1959. I can 
visualize this No. 3 you have just explained, where Senator Symington 
may or may not be right with reference to additional redtape. 


DEFINITIZATION OF CONTRACTS 






It is very difficult for me to visualize how No. 2 can be made definite 
as of June 30, to definitize the contracts and to make sure you have the 
full amount of money available after we have appropriated, I assume, 
and out of your unobligated balances. 

Mr. Douglas shakes his head negatively. I would say that would 
be a very substantial change. If you have 10 so-called letter con- 
tracts, 10 times $100,000 would be a million dollars, whereas the full 
definitized contract might be $100 million. 

Now, if you are going to make sure that you have the whole $100 
million available before you can put into effect the million dollars of 
the 10 different letter contracts, is it not going to cut down the amount 
of work you can do enormously? 

Mr. Quarues. It could have the effect of introducing some delays. 
May I try to make that a little clearer? 

You see, if you at any one time in the normal conduct of our business 
stop and say how many letter contracts do you have that have not 
been definitized at any one time, you will find a list that is in the 
process of being worked out with the contractors and definitized. 

At that time we would have an appropriation from the Congress 
to definitize all of those contracts. We would never get ourselves in 
a position where we had outstanding letter contracts that we could 
not definitize on the basis of past appropriations from the Congress, 
appropriations in hand. 

Senator SALTONSTALL. That has been so in the past? 

Mr. Quarues. That has been so and will be; yes, sir. It has been 
so. That much is part of our past practice. 
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APPORTIONMENT OF FUNDS 


Now, there is a distinction between appropriations from the Con- 
gress and apportionment of those appropriations from the Bureau 
of the Budget to us for our obligations. I am sorry it is just that 
complicated. 

I say we always have the full appropriations. But in the past 
when we have put out letter contracts we have only felt that we 
were required to have an apportionment from the Bureau of the 
Budget for the lesser amount, the amount—— 

Senator SattonsTaLy. Then this is a bookkeeping problem? 

Mr. Quartes. It is a bookkeeping problem in a sense because it 
means as of any given time we must have not only the appropriation 
from the Congress to cover all of our outstanding letter contracts, but 
we must have an apportionment from the Bureau of the Budget to 
definitize all of them as of that time, even though there are reasons 
that keep us going for maybe several months before we can finally 
definitize them. 


EFFECT OF FAILURE TO APPORTION FUNDS 


Senator CHavez. Suppose the Bureau of the Budget would not 
apportion, but would require substitutes. What would happen then? 
Mr. Quartes. Of course, the letter contract says that the Govern- 
ment is obligated to the contractor for $100,000. Before the con- 
tractor can incur expenditures and obligate the Government for more 
than that he must have another piece of paper, and we do not issue 


that piece of paper until we get an apportionment from the Bureau of 
the Budget authorizing us to do so. 

Senator SauTonsTaLL. Then what. that means, Mr. Quarles, in 
connection with whether you are overrunning your expenditures from 
38 to 42 billion dollars, is that if the Bureau of the Budget says $38 
billion is the total amount for all the defense departments for 1958, 
then he would not apportion the full amount to you so that you would 
be cut down by that amount even though you might have a letter 
contract that would lead to a definitive contract for more than $38 


billion. 

1 think I see the point now. 

Senator Syminetron. Are you not mixing up obligations and 
expenditures? 

Senator SALTONsTALL. No, sir; I am trying not to. 

As I understand it now, if I may say so, without being too long, 
you have your letter contracts. Then you have your definitized 
contracts. 

What is happening now is, or what will happen is, that you are 
going to get from the Bureau of the Budget not only the money that 
is appropriated, but also apportioned so that we will say the full 
appropriation is apportioned for the purpose. 

Now, if the Bureau of the Budget says ‘““No, while that money is 
appropriated, we have to keep the expenditures at $38 billion,’ you 
may not have the full amount apportioned to you so that you will 
not have the full amount to go forward on all your letter contracts 
or your definitized contracts. 


92576—57——85 
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Mr. Quares. That is precisely the reason why the people who ryy 
the books would like to run the books the way the new directiye 
requires and not have us enter into the letter contract at all until 
we have in hand a full apportionment to definitize it when that time 
comes. 

Senator Satronstatu. By my expression do I state the cage 
correctly? 


CONFUSION BETWEEN EXPENDITURES AND OBLIGATIONS 


Mr. Quaruss. I have to confess, sir, that I thought there was 
confusion between expenditure and obligation in the way you first 
stated it, but your last statement to me was precisely correct. 

The Bureau of the Budget under our present practice must appor. 
tion additional funds before the letter contract could be definitized 
in its full amount. 

In our new practice we will have full authority from the Bureau of 
the Budget to definitize the letter contract as soon as we are able to do 
so. 

Senator SatronsTaLu. That will slow down your expenditures 
because it will slow down the number of letter contracts that you can 
make. 

Mr. Quaruss. It will tend to do so unless the Bureau of the Budget 
in making this change that we are now making agrees also that it will 
apportion a greater fraction of the available appropriated funds. 

Senator Smiru. Mr. Secretary, how much does that add to the cost? 

Mr. Quaruss. I think it would not add anything to the cost to do 
it this new way. I think it would merely be a somewhat sounder 
way to do it. 

‘“‘Sounder”’ is not quite the right word—conservative way to do the 
thing. 

Senator SALTONSTALL. It would give fuller control to the Bureau of 
the Budget? 

Mr. Quaruzs. And it would leave us in a position where we already 
had the full authority to carry through the program. We would not 
start anything we could not finish. 


APPROPRIATING PROCEDURE 


Senator SyminecTon. In other words, as I understand it, and I want 
to be sure I am clear, you come up here to the Congress with what 
might be called the President’s program as to what he wants in the 
way—let us localize it on the Air Force. 

You present the money required to these committees. Then, as a 
result of your presentation, and your stating the dire need, from the 
standpoint of our national security, for these items, the Congress 
appropriates a certain amount of money. That money is appro- 
priated in effect to the administration, not to the separate service. 

The people who have the whip hand on it are in the Bureau of the 
Budget, which is actually the President’s official family. 


UNAPPORTIONED FUNDS 
As of now, we know that 47.3 percent of the money that has been 


appropriated by the Congress is held unobligated by the Department 
of Defense and/or the Bureau of the Budget and has not yet been 
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apportioned to the services to make it possible for them to obligate 
against. 
That is on the record. 


BUDGET BUREAU CONTROL 


Now, as I understand your answer to Senator Saltonstall, regard- 
less of what the President says in his message about a program for 
the needs of defense, and regardless of the amount of money the 
Congress appropriates against that expressed need, you are now 
giving to the Bureau of the Budget the right to dole that money out 
as they see fit to the three services. Thereby Budget controls com- 
pletely, regardless of any program. The operation is a completely 
fiscal one. 

Is that what you are saying? 

Mr. Quaruzs. No, sir. 

Senator Symincron. What is it then? I do not understand. I 
thought you said we turned it all over to the Bureau of the Budget. 


APPORTIONMENT POWER 


Mr. Quaruzs. I think it is correct to say that Congress created 
the Bureau of the Budget and defined its powers. 

The Congress appropriates the funds for the military departments 
but subject to the apportionment to that department of the funds by 
the Bureau of the Budget. This is the will of Congress. It is not 
an administrative thing, I believe. 

Senator Symincron. I want to know what the new play is that 
makes the Bureau of the Budget more important, and the program 
presented by the President less important, because the Director of 
the Budget is not a Cabinet officer. He is a member of the President’s 
official family. I would not want to see the testimony show that 
the President was talking out of both sides of his mouth. I am 
confident that is not the way he operates. 

Mr. Quar.es. If I have implied in any degree that he does, I 
would like the opportunity to correct my testimony because | have 
not meant to imply that at all. 

I am saying that both in the past and in the future the apportion- 
ment of these funds to the military departments for obligation is 
the function of the Bureau of the Budget. 

We will in the future as in the past have to get that apportionment 
from them. We in the military departments will have to get that 
apportionment from them before we can legally obligate them. 

Senator SyMINGTON. You say apportionment of funds is the func- 
tion of the Bureau of the Budget. But the Bureau of the Budget is 
the President’s administration. The Director is a member of the 
President’s own family. What I want to get clear about is this: 
Does the President say at this point that he does not need the pro- 
gram which he has told the people he does need? 

Where is the new power? There is no new power that the Bureau 
of the Budget has today it did not have yesterday, is there? 

Mr. Quarues. No; there is not. 

Senator Symineron. Then what is the point? 

Does the President want the program he has suggested to the 
Congress, or has he now changed his mind? Does he say, “I want the 
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$38 billion ceiling regardless of anything I have said before about the 
program; and, therefore, I am going to instruct my subordinates to 
do whatever is necessary to cut expenditures down to $38 billion, 
You take it from there.’”’? Is that what is going on? 

Mr. Quarues. As [ attempted to make clear in my last appearance 
before the committee, there is a discrepancy, if one can use this 
phrase, between the President’s estimate of $38 billion for expenditure 
in the fiscal year 1958 and his statement of program for fiscal year 1958, 
Both things appear in his budget message and both appeared there in 
good faith and we have learned things since then and it now appears 
that we would either have to reduce the program or stretch out the 
program or reduce the expenditures. You, of course, sir, made that 
very clear as we talked last time. I am not saying that it has been 
determined which of those things we will do or in what proportion we 
will do all three. We probably will do some of all three. 


IMPLEMENTATION OF ADMINISTRATION PLAN 


Senator Cuavuz. That is dependent upon the action taken by the 
Bureau of the Budget or the money apportioned by it. The Bureau 
of the Budget action in my best judgment will merely be the means of 
implementing the administration plan to carry this out. 

In the judgment of the administration they committed a budget to 
the Congress of the United States, based upon what I am sure should 
be the program for the Defense Department for fiscal 1958. Congress 
in toto agrees with the request and appropriates the money, we believe 
necessary. If we do appropriate the budget items, what is the author- 
ity of the Bureau of the Budget to curtail that judgment, both of the 
President and of the Congress by not apportioning to you what you 
are entitled to and the President told you you needed for the Defense 
Department? 

Mr. Quarues. You ask me what the authority is. I have to say 
that technically I believe it is true that the President has the authority 
to control the apportionment of these funds to the military depart- 
ments through the Bureau of the Budget. 

Senator Cuavez. If he does control them and reduces them, then 
he must have been wrong originally. 

Mr. Quarues. I think you will agree, Mr. Chairman, that is a 
hypothetical question addressed to something he has not yet done. 

I think he will proceed in good faith to carry out these programs as 
well as he can. 

Senator Cuavez. I do, too. Notwithstanding the fact that the 
Bureau of the Budget is part of the official family, I still think that 
Congress should be justified in taking his judgment as against the 
Bureau of the Budget. 

Mr. Quartues. I am sure it is his judgment, that is to say, I do not 
mean to put the Bureau of the Budget in here as something superior 
in the situation. It is part of the whole mechanism. 

Senator Cuavez. It appears that they try to act that way over and 
over again. They think they have veto power over Congress. I do 
not mind paying attention to them, but I do not want them to either 
overrun the President or overrun Congress. 

Senator SauronstaLL. Mr. Chairman, may I ask a question? 

Senator Cuavez. Yes. 
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Senator SALTONSTALL. Senator Symington, you used the figure 47.3 

cent. That was a new figure to me. I asked Mr. Hewitt to ask 
Dr. Welch where that figure came from. These are figures that 
General Moore gave you. 

Senator Syminectron. I thought you were implying that my figure is 
incorrect. 

Senator SaAttonsTaLu. No. 

Senator Symineton. I beg your pardon. I misunderstood you. 

If I may state to the distinguished senior Senator from Massachu- 
setts, the figures used were given us by General Moore. 


DEPARTMENT OF DEFENSE FIGURES 


Senator SALTONSTALL. Now I bring this out, Mr. Quarles, because 
as I read these figures it is not the Bureau of the Budget that is hold- 
ing up the apportionment, it is the Department of Defense. Now 
here these figures were given to Senator Symington by General Moore. 
The first column states: 


Estimated total unobligated balance on the 30th of June 1957. 


In dollars the total is $10,830 million as I read those figures. Now held 
in reserve pursuant to Department of Defense recommendations, 
$5,005 million, or 46.2 percent. The additional amounts held in 
reserve for the Bureau of the Budget, $119 million or 1.1 percent. 
So that the percentage of unobligated balance as of June 30, 1957, is 
47.3 percent, which is the figure that Senator Symington used. But 
of that amount, 1.1 percent is held by the Bureau of the Budget. The 
balance is in the Department of Defense subject to Secretary Wilson’s 
release and yours as Deputy Secretary of Defense, and Mr. McNeil, 
the Comptroller. Am I correct? If you have no objection, may I 
hand this to Mr. Quarles? 

Senator Symineron. Senator, please consider the figures as your 
own. 

FUNDS HELD UP BY DEFENSE DEPARTMENT 


Senator SatronstaLu. I do that in the interest of clarification 
because the Bureau of the Budget—apparently the money is not held 
by the Bureau of the Budget; the money is held in reserve by the 
Department of Defense. 

Senator Symineton. While the Deputy Secretary of Defense is 
looking at the documents, I did not say all the money was being held 
by the Bureau of the Budget alone. I said the money was being held 
either by the Department of Defense or the Bureau of the Budget, 
as the record will show. 


BUILDUP FOR BUREAU OF THE BUDGET 


Inasmuch as the Bureau of the Budget is being built up so heavily 
today, and I am always glad to see the President’s family built up, 
provided it does not infringe on the constitutional rights of the 
Congress, would it not be a simple matter for the Director of the Bureau 
of the Budget to call up either Mr. Wilson or Mr. MeNeil, and say, 
“Don’t release any funds you have until we tell you.” I would goa 
little farther than that. The implication is almost present in the 
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testimony of the Deputy Secretary of Defense that that is exactly 
what is going to happen. 

Mr. Quar.tes. Mr. Chairman, I really think there may be a mig. 
understanding about the 47 percent. 

I would like to clarify that. 

We do expect, as has been made clear, that we will have on hand 
at the end of this fiscal year $10,830 million unobligated funds appro- 
priated by the Congress. When the Congress appropriates funds for 
a procurement program it appropriates the whole fund for that 
program. 

RESERVE FOR FUTURE YEAR OBLIGATION 


Now we, of course, reserve from those funds for future year obliga- 
tion enough to complete the program so that we will have at the end 
of any year funds set aside for the completion of programs underway 
which have been appropriated by the Congress but which are not 
apportioned to us for obligation because it is not timely to obligate 
them until later on in the program. 

Senator Symineton. Do those figures include the half billion dollars 
the Secretary of Defense just took from the three services? 

Mr. Quarters. These figures will include the half billion dollars. 

Senator Symineron. Is that particular unit included in that 
paper? 

Mr. Quartes. I will ask General Moore. 


STATEMENT OF MAJ. GEN. ROBERT S. MOORE, OFFICE OF ASSIST- 
ANT SECRETARY OF DEFENSE (COMPTROLLER) 


UNOBLIGATED BALANCES 


General Moore. I understand that they were added to the formula. 

Senator Syminetron. Are they in there? 

General Moore. Yes. 

Senator ELLENpER. General Moore, as I remember, there was some 
testimony given to the effect that the unobligated balances would 
amount to about $8 billion. Now, it happens to be $10 billion- 
something. 

General Moore. I think this might have construction, too. 

Mr. Quaruss. I think I can clarify your point. I have before mea 
sheet that I know does include the $500 million. I was not previously 
familiar with this other particular sheet. There will be $8,690 
million unobligated funds in the Military Department, as of the end 
of this fiscal year exclusive of military assistance. Inclusive there will 
be anticipated earnings from military assistance of $2,224 million. 
The total of those items is $10,914 million of unobligated funds at the 
end of this year and that does include the $500 million reserve. 

Now to carry on, in addition to those $10 billion—this says $830 
million; this says $900 million—I can not resolve that difference. 

Senator ELLENDER. That is a small amount. 


NO REQUEST TO BUDGET FOR APPORTIONMENT 


Mr. Quartes. Of this total, this same sheet that I have before me 
shows that about $5 billion are held in reserve pursuant to DOD 
recommendation. In other words, the Bureau of the Budget has 
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not apportioned it because we have not asked them to and we have 
not asked them to because we are not ready to obligate the funds in 
the completion of the program. 

Senator SALTONSTALL. You say the Bureau of the Budget has not? 

Mr. QuarLEs. Has not apportioned them to the Department of 
Defense. 

Senator SALTONSTALL. That says they are subject to the Depart- 
ment of Defense. That is what I was trying to bring out. That 
means that they have been released by the Budget, does it not? 
Then that heading is inaccurate. 

Senator ELLENDER. The more we go into this thing the more hazy 
it becomes and the more murky it is. 

Senator Cuavez. Mr. Secretary, will you clear the atmosphere? 

Mr. Quar.es. What I am trying to make clear, Mr. Chairman and 
members of the committee, is that the 47 percent we are talking about 
is not the 47 percent of the funds appropriated by the Congress that 
the Bureau of the Budget has reserved. It is an entirely different 
kind of figure. Forty-seven percent is the total held in the reserve, 
including what we have held to complete programs and what the 
Bureau of the Budget, the 1 percent that the Bureau of the Budget 
has held in its own reserves, and those totals come to $5,124 million, 
and that figure turns out to be 47.3 percent of the fund that we will 
carry over at the end of this year, but it has nothing to do with the 
total funds appropriated by the Congress. It is the total funds 
unobligated, total appropriated funds unobligated at the end of this 
year, and of that total of funds it is true that we hold in a reserve 
47.3 percent. But, as this same sheet shows, 1.1 percent, or $119 
million, is held in what is labeled as a reserve by the Bureau of the 
Budget. 

Senator SALTONSTALL. Then the balance of the 47.3 percent, Mr. 
Quarles, is held to complete either the so-called letter contracts, these 
preproduction agreements, or these full—well, either one of those two. 
It would not be in your third item. It would either be preproduction 
contract or your letter contract plus your definitized contracts. 

Mr. Quartes. It is held for completion in a future year of pro- 
grams that have been started in prior years. 

Senator SALTONSTALL. Now, you have to have the full amount for 
a final, definitive contract before you can make a letter contract. 
That amount may be used for a letter contract or it may be used where 
you have gone beyond your letter contract to a definitive contract for 
full production. 

Mr. Quartes. In the new practice we would have the obligational 
fund available from the start. 

Senator Symineton. That is what that money is being held for? 

Mr. QuarLes. Well—— 

Senator SALTONSTALL. Can you answer that? 

Mr. Quarters. My difficulty there, you see, is that we have not 
been on this new practice. If we had been on this new practice, some 
part of that money would have been apportioned to us but not 
obligated. Therefore, it would be held pending obligation. At the 
present time, it is held by the Bureau of the Budget unapportioned 
but will be apportioned before the letter contracts are definitized and 
we finally obligate. 
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Senator SattonsTaLL. The result of it is that it will give fulle 
control over expenditures within the Department of Defense. 

Mr. Quarues. I would say that it does give a closer control over 
expenditures, the new practice. 

Senator Smit. By the Bureau of the Budget? 

Mr. Quarues. By the administration, with the Bureau of the 
Budget certifying as the administration agent in this field. 

Senator Cuavez. The Senator from Maine has not had a chance 
here to ask any questions. 

Senator Smiru. I was trying to follow this, Mr. Chairman. [t 
seems simple enough if you write it down. I wonder if I have it right, 





APPORTIONMENT PROCEDURE 


The request for appropriations is planned by the Air Force, pre- 
sented to the Defense Department, the Defense Department to the 
Bureau of the Budget, the Bureau of the Budget to the Congress, the 
Congress back to the President to be signed. The President then 
authorizes the Bureau of the Budget to allocate it as a portion is 
needed; therefore, the Bureau of the Budget would control the rate of 
expenditures for the Air Force. Is that not correct? 

Mr. Quartes. To a degree, they do have that control. I think 
technically that is correct, Senator Smith. 

Senator Smita. Thank you very much. 

Senator Ettenper. Mr. Quarles, I would like to cite a specific 
example to find out whether or not, I, for one, understand this diree- 
tive, and what you expect to do in the future to cure whatever evils, 
if any, existed. It was pointed out during the hearings that there was 
a good reason for this directive to be issued. Otherwise, it would not 
have come into being. 

If this directive is carried out as you understand it, will it be possible 
for the Air Force or the Navy or the Army to partially finance an end 
item? 

Mr. Quaruss. Yes, sir; it would. It would be possible under this 
directive for the Air Force, for example, to buy in the preceding year 
100 engines or 1,000 engines, whatever number it needed to buy ahead 
of time. 

Senator ELLenpER. Without coming to Congress and telling Con- 
gress that we contemplate buying a thousand airplanes and that those 
thousand airplanes will cost a billion and a half dollars, let us say? 

Mr. Quar.es. That would not be possible; no. 

Senator ELLENpDER. That is the question I was trying to ask you. 
I may not have put it clearly enough. 

As I understood it, it was in order to prevent such procedure or such 
methods as were engaged in in the past. 

Mr. Quartes. Let me state what would be possible under this 
directive. 


The Air Force 





PARTIAL FINANCING 


Senator ELLtenpeEr. I would like to have it answered according to 
the question I am going to ask. We have been discussing partial 
financing, full financing. Now, I considered the purchase of portions 
of an airplane, the contract for which was not entered into, as partial 
financing. I may be wrong in my interpretation of that, 
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But, as I understand, if this directive is put into effect according to 
the way | understand it, it would be impossible for Mr. Douglas to 
contract, say, for any portion of a number of airplanes to be ordered 
in the future unless he has all the money available in hand and appro- 
priated by Congress. 

Mr. Quartzs. No, sir; that would not be the effect of this directive. 

Senator EtuenperR. Then I do not understand it. 

Mr. Quartes. May I have a minute to try to clarify it? 

Senator ELLENDER. What does this mean: 

The purpose of this directive is to insure orderly execution of the procurement 
programs of the Department of Defense within the appropriations and funds 
available. 

What does that mean? 

Mr. Quartes. Well, the rest of the directive attempts to make it 
clear what that means. 

PREPRODUCTION FUNDS 


In the preparation of the fiscal year 1957 budget, the Air Force 
presented to the Congress a plan for preproduction which was in 
support of long-lead-time items for the procurement program. So 
when the Congress appropriated funds to the Air Force for fiscal year 
1957, some part of those funds were labeled for preproduction. 

In support of that appropriation, the Air Force made it clear that 
those funds would be applied to the purchase of things that had to 
be purchased in advance in order to support the fiscal year 1958 
aircraft program. 

Now, it was understood and is now understood that those funds 
would not be applied to the support of long-lead-time items except 
for aircraft programs which had been presented to and justified to 
the Congress. 

Under those circumstances, it has been in the past and it will con- 
tinue to be under this directive, appropriate for the Air Force 
to order, for example, in fiscal year 1957, 100 airplane engines which 
are not needed until you order, in fiscal year 1958, 1,000 B—52’s to be 
equipped with those engines. 

Senator Symineton. Then Mr. MeNeil reversed his position. 

Senator ELLENDER. That is where it comes from. 

Mr. Quar.es. No, sir. 


CRITICISM OF AIR FORCE FINANCING 


Senator Symrneron. In the prepared statement, he said the Air 

Force was guilty of ‘‘unsound financing.” The directive agrees that 
ou can no longer do what both you and Senator Ellender agree you 
ave been doing. So what does it mean? 

Mr. Quarues. The directive means, for example, that if those 100 
engines were needed in preproduction and were bought, instead of 
putting down the price for 100 engines, if you put down 10 percent 
of the price for 100 engines and asked them to get going on 100 en- 
gines, then that might be an improper practice. 


INSTALLMENT BUYING 


Senator SymincTon. I understand that. That is why he had this 
phony phrase “‘installment buying,”’ which mixed everybody up. 
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Your testimony is directly contrary to that of Mr. McNeil. He 
said you had an “unsound financing’’ practice—those were his very 
words in his prepared statement—and therefore, this directive is going 
to correct it. 

The way you talk, there is no difference between what you can do 
under this directive and what you have done before this directive. 
Why does Mr. McNeil suddenly come out with this new directive, 
and then, at the same time, say what you have done in the past is 
unsound? 

There is no public servant for whom I have more respect at any 
level in the Government than you, but in this you are mixed up, in 
my opinion. 

‘T have done my best to try to understand this situation. You have 
this committee badly mixed up. The reason was best exemplified 
to me yesterday. 

Talking to a high member of the President’s family, he said, “Isn’t 
it unfortunate that the Air Force has been buying so many airplanes 
without any money appropriated by the Congress?’’ 

I said “That is not true.” 


He said ‘‘That is true because Mr. McNeil told me.” 








NEW YORK TIMES ARTICLE 


As I understand it, after the testimony came in here that you had 
been guilty of unsound financing, and there also was an article in the 
New York Times saying the Air Force was guilty of flagrant violation 
of good business practice, you came here and, in a very fine statement, 
said that nothing that the Air Force had done was wrong, legally, 
ethically or morally. 

Now it seems, as a result of the Quantico meeting, that this directive 
does not mean what Mr. McNeil said it did mean. 

You have me mixed up, and I have done my best to follow you and 
understand it. 

Senator Cuavnz. I wonder if the Senator is not confused with the 
confusion brought about by Mr. MecNeil’s statement and another 
man who hands out the news in the Pentagon and the testimony of the 
Secretary? 

Senator Symineton. Mr. Chairman, I do not know. I know the 
Secretary of the Air Force writes a letter to the Secretary of Defense 
and says that, based on the directive itself, there will be a reduction 
of $4.2 billion in Air Force expenditure rights, and then the comp- 
troller of the Department of Defense comes up and in a prepared 
statement says that the Air Force is guilty of unsound financial 
practice, and then they issue a directive to correct that unsound 
financing. But now we are told this directive really does not mean 
anything. Everything is sweetness and light; things are going on just 
the same in the future as in the past. 

Either Mr. Douglas, who is here, was entirely wrong in his analysis 
which would be a great surprise to me, because of his ability or his 
letter does not make sense; or Mr. McNeil’s memorandum does not 
make any sense, or the new testimony of the Deputy Secretary of 
Defense does not make any sense, because they all are, in part or in 
whole, contradicting each other. 

Senator Cuavez. Well, I will trust the Secretary of the Air and I 
will trust the Deputy Sec ‘retary of Defense. 
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INTERPRETATION OF DIRECTIVE 7200.4 


Senator SatronstaLL. Mr. Chairman, may I ask a question? 

What Senator Symington has said are some of his doubts have been 
doubts ia my mind. I understand at Quantico over the weekend 
this directive 7200.4 has been interpreted? 

Is that a fair statement? 

Mr. Quarues. Except I would not like to say Quantico because we 
have been in the process of doing this for a week. 

Senator SALTONSTALL. It has been done since these hearings 
started? 

Mr. Quar.es. That is right. 

Senator SALTONSTALL. It has been interpreted so that, call it a 
horse trade or call it anything you want, it has been interpreted so 
that there is $650 million to bring preproduction into full production 
in the 1958 fiscal year. 

There is this very intricate discussion of letter contracts becoming 
definitive contracts and having the money available and this over- 
programing of 15 percent interpreted. So that those three interpreta- 
tions which you have explained to us is the interpretation that is now 
given to the directive. 

Is that a fair statement? 

Mr. Quar.es. That is correct, Senator Saltonstall. 

I am saying that, with those interpretations, I think the impact 
on the military departments is not anything like as great, and on the 
Air Force in particular, it is not anything like as great as Secretary 
Douglas’ letter of May 31 said it might be if the directive were rigor- 
ously interpreted, or words to that effect. 

Senator SaALTONSTALL. May I ask this other question, Mr. Quarles. 
I do not want to be fresh or rude or anything else, but might I ask, 
with your permission, and without hurting your feelings in any way, 
if Secretary Douglas confirms your testimony this afternoon. 

Mr. Quartes. I wish you would, sir. 


EFFECT ON PROCUREMENT PROGRAM 


Secretary Dovuetas. Yes, I do. As we have all noticed in past 
hearings and today, this is a very complicated question. I am satis- 
fied that the Air Force procurement program will not be seriously 
affected by the directive as now interpreted, unless and until two 
provisions are settled at a later date. 

Secretary Quarles referred to the fact that at the time of the 1959 
budget definitization in December, there would be consideration of 
the application of preproduction funds in the 1959 budget, and also 
as to the provision for preproduction in the 1959 budget. 

We have no difficulty until we sit down to settle the application 
of the 1958 preproduction fund. So I have no more concern about 
that problem. 

Senator Cuavez. Mr. Secretary, there did appear before the com- 
mittee some confusion due to the directive. If I understand correctly, 
you were confused to a certain extent because it had not been inter- 
preted and you did not kaow what it meant. Since then, it has been 
interpreted and, as far as you are concerned, without those two 
exceptions, you know what the directive is about and it will not 
interfere with your going ahead with what you have in mind. 
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Secretary Doveras. At the present time, I foresee no near term 
difficulty in carrying out the Air Force program. 



















































USE OF RECOUPMENTS AND REIMBURSEMENTS 






I might say that one of the reasons that such a large figure was 
used as being a possible measure of concern when we first took 
look at this directive was the possibility that it would not permit 
what we have called recoupments in the amount of a billion dollars 
to be the basis for definite programing, and there was also that 
possibility with respect to reimbursement. 

But this whole subject has been very carefully examined and 
although there are some solutions later to be arrived at when we have 
more complete information, I think that we are in agreement as to 
how we can go ahead so far as the directive is concerned. 

I would like to say one thing to supplement Mr. Quarles’ statement 
regarding the difficulty on preproduction funds. I think that it is 
the intention of the full funding requirement that long lead time items 
that we have financed out of preproduction be fully bought and 
obligated or reserved for at the time that a contract is entered into 
respecting them. 

Now, that would make this amount of difference. There was $285 
million of preproduction funds in the 1957 budget that we advised 
the Congress would be applied on long lead time items. The figure of 
$650 million which has been used would have been the amount of 
additional funds required in preproduction if all the long lead time 
items had been fully funded. 

Now, that is the best measure that we have of the shortage with 
respect to preproduction funds if you were fully to follow the 
interpretation of the directive which I believe Mr. McNeil presents, 
but we have postponed a final interpretation until we can look at the 
1958 application of preproduction funds at the time the 1959 budget 
is set up. 

Senator SALTONSTALL. You said there were two doubts in your 
mind, Secretary Douglas. 

So far as I understand it, you have cleared up one doubt on prepro- 
duction. What is the other doubt? 





DEFINITIZATION OF LETTER CONTRACTS 


Secretary Douatas. The other is that I am not quite sure of the 
effect of completing our examination of the amount required to 
definitize letter contracts in relation to apportioned funds. 

Senator SatronstaLu. That you will not know until June 30. 

Secretary Dovetas. That is right. We are close to having the 
information. 

Now, that may raise a question of difficulty but I do not foresee 
that it will in the near future because, under any circumstances, there 
will be larger apportionments at the start of 1958. 

Senator Symrneton. Mr. Secretary, I am glad that you do not 
now feel as apprehensive as you did in your letters of May 7 and 
May 31. 
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EXPENDITURE CEILING 


The facts are that you have now put a $38 billion straitjacket on 
the defense program. 

As I understand it, you have a ceiling of $38 billion. I read in the 
paper the Secretary of Defense now states the defense program must 
be stretched out. 

Let me read to you the language of the Defense Comptroller before 
this committee, which started this discussion. 


This directive is the culmination of several weeks of discussion within the 
Department of Defense. 


Now this is Mr. McNeil’s prepared statement before this committee: 


It was fully concurred in by the Departments of the Army and the Navy, but 
the Air Force had reservations as to a number of its provisions. Apparently the 
Air Force had planned to utilize the partial financing principle which would not 
be consistent with sound financing practices, or consistent with our under- 
standings. 

When he says “our understandings,” I presume he means Mr. 
Wilson and himself. 

Later on he states in his testimony: 


It is really the installment buying that we wish to discontinue. 


To the best of my knowledge, there has never been any installment 
buying or else the testimony has been inaccurate before the com- 
mittee. 

Now, I ask: 


APPLICATION OF STRETCHOUT 


If Mr. Wilson is correct, as reported in the press, that the program 
is going to be stretched out, do you know where you are going to 
stretch out in the Air Force? 

Secretary Dovuatas. No, I do not know. 

Senator Symineton. When do you expect to find out? 

Secretary Dovetas. As I understand the present situation, I dis- 
agreed with the Senator when he stated his understanding that there 
was a firm $38 billion ceiling. The services have been instructed to 
study their program situation, as Secretary Quarles indicated, with 
a view to seeing what steps would permit them to stay within the 
estimate in the President’s budget. 

There has been no statement to the effect that that figure is a firm 
ceiling, so far as I am aware, at the present time. 

Senator Syminetron. Let me indicate to you why the committee, 
including the great Senator from Louisiana who has devoted a tre- 
mendous amount of time to this whole problem, is mixed up. Here 
is some more of Mr. MecNeil’s prepared statement: 


The budget for the fiscal 1958 forecast of expenditures for the Department of 
Defense at $38 billion— 


I presume the word “‘is” has been left out of it. Continuing: 


We have been informed that considering the anticipated revenues of the Govern- 
ment and the statutory debt limit, expenditures for the Department of Defense 
must not substantially exceed the budget estimage of $38 billion during the coming 
year. The current monthly rate of expenditure, however, is now running con- 
siderably above the annual rate of $38 billion. 

In order to clarify the fiscal position of the Department of Defense to submit a 
detailed plan of defense, each military department has been directed by the 
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Secretary of Defense to submit a detailed plan to him later in this month for 
meeting its 1958 expenditure objectives. 

That is why we thought there was a $38 billion ceiling, unless yoy 
want to say that the policy has been changed since this statement wag 
issued to us, which has been in the last week. 

Secretary Dovatas. I call to your attention, I believe he said there 
have been instructions or an indication that the $38 billion could not 
be substantially exceeded. It is a little different. 

Senator Symincton. So your hope to get back the money is in the 
word “substantially,” is that it? 

Secretary Douctas. No. I have merely said that, as far as I am 
concerned, I do not feel that the Air Force has been instructed to 
modify its program to its share of the $38 billion. 

Senator Symineton. You do not feel so? 

Secretary Dovatas. That is correct. 

Senator Symineron. Then all the reduction will be in the other two 
services? 

Secretary Dovetas. No, sir. 

Senator Symineton. Then there will not be any reduction? 

Secretary Dovetas. I have been asked to study and report on the 
things that might be done to come substantially within that figure. 
I am distinguishing from being told to do it and being told to study 
it and produce information with respect to what such a reduction 
would require. 

EXPENDITURE SITUATION AS OF JUNE 12 


Senator Syminetron. As I remember it, the letter of May 12 asked 
you to submit your expenditure situation by the 12th of June; did it 
not? 

Secretary Douauas. That is correct. 

Senator Symineton. Have you done that? 

Secretary Doucias. We have submitted a letter indicating the 
elements of the problem and in a general way the areas of reduction 
that might be necessary if we were to reduce our present estimate of 
expenditures for 1958 by something like a billion to a billion two 
hundred million dollars. 

Senator Symineton. When you wrote your letter on the 31st of 
May, you wrote it sincerely, did you not? 

Secretary Douatas. Yes, sir. 

Senator Symincton. What has caused you to change your mind? 

Secretary Dovetas. I do not think I have expressed any statement 
that is a change of mind except insofar as the directive which I re- 
ferred to in that letter, and its problems have been to my mind largely 
resolved. The expenditure problem still exists. 

Senator Symineron. Does that mean that you have been further 
clarified with respect to the true intent of the directive, or does that 
mean that, as a result of your protest, the Secretary of Defense’s office 
or somebody higher than you has modified the directive? 

Secretary Doveatas. I think it is in part both. 

There has been a needed interpretation. I think that that inter- 
pretation was undoubtedly consistent with what was intended orig- 
inally, particularly with regard to utilizing recoupments and reim- 
bursements as a basis for programing. 
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As to the use of preproduction funds and method of contracting on 
long lead-time items, I think that the present postponement of a final 
determination was certainly influenced by the Air Force position. 


DIRECTIVE EXCEPTIONS 


Senator Symineron. In the original directive, you had a couple of 
exceptions. 
Secretary Dovuauas. One was research and development funds. 


Senator Symington. You wrote your protest, knowing of those two 
reservations? 


Secretary Dovetas. That is right. 
Senator Symineton. One, I believe, was on research and develop- 


ment. The other said exceptions made by the Secretary of Defense; 
is that correct? 


Secretary Douauas. That is correct. 

Senator SyminecTon. Has he agreed to make those exceptions? 

Secretary Dovuatas. I think the answer is “Yes.” 

Senator Symincton. When was this done? 

Secretary Doveuas. It has been done, as Secretary Quarles indi- 
cated, over a period of discussions during the last week. 


CHANGE IN IMPORT OF DIRECTIVE 


Senator Symineron. I think it is important for us to know that as a 
result of your protest, which I thought was sound, inasmuch as the 
directive you felt would wreck your program, that the Secretary has 
changed the import of the directive. Is that correct, as you see it? 

Secretary Douatas. I made a point of saying that I think some of 
the interpretation which I thought was required was merely a clarifica- 
tion of what was intended. 

I think that, from my point of view, a substantial effect was given 
to some of my requests for special consideration. 

Senator Symineron. What we naturally are most interested in is 
the fact you discussed this directive for many weeks—that we know, 
based on your letter of May 7. It was not until the storm broke after 
the directive was issued, and after your second letter, that the ad- 
justments were made. 

I have 1 or 2 questions to ask Mr. Snyder later on. 

My point is, if everybody now is happy about the directive, because 
the Army and the Navy, according to the testimony of Mr. McNeil, 
have always been happy about it, unless there has been a major change 
in what the directive does to the Air Force, why was the directive 
issued in the first place? 

Secretary Dovauas. I think the people who issued the directive 
are really better witnesses on that subject than I am. 

Senator SymineTon. Would you not know, Mr. Secretary? 

Secretary Dovetas. I expressed my view to you when the thing 
came out 2 weeks ago that the problem was 

Senator Symineton. Mr. Quarles, why was the directive issued? 
Was it not issued to cut defense expenditures and obligational 
authority? 

Mr. Quartes. I would say that the directive was issued because, 
as of the time of issue, there was a feeling that these areas that we 
have been discussing, letters of intent, preproduction, overprograming, 
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were not uniform among the Department and might in fact be out of 
control in the Air Force, and in the belief that they might be, it was 
considered sound policy to issue a directive which would firm them 
up and tighten them up to be sure that we all did follow the same 
principles. 

That is my concept of why the directive was issued and in fact 
also my concept of the present effect of the directive. 

Senator Cuavez. In other words, to clear my own mind at least, 
as a result of statements made by Secretary Quarles as to the reason 
why the directive was issued, you were not necessarily, Secretary 
Douglas, happy about the directive. That is the record. 

Secretary Douatas. That is correct. 

Senator Cuavez. As I understand it now, through discussion as to 
what it really meant, finally you came to a conclusion as to the 
interpretation of that directive. 

Secretary Douaias. And some exceptions. 

Senator CHavez. And some exceptions that you have stated. 

And as a result of that intrepretation, you are satisfied with the 
directive as it was interpreted? 

Secretary Dovatas. I am satisfied. 

Senator CHavez. With the exceptions that you have in mind that 
you think can be cleared after more discussion? 

Secretary Dovcuas. That is correct. 

Senator Cuavez. Is that the story? 

Secretary Dovucuas. That is absolutely correct. 

Senator SALTONSTALL. I would like to bring out one more point. 


ATTITUDE OF ARMY AND NAVY 


Mr. Quarles, Mr. Douglas has expressed the Air Force position. 
It is my understanding from the testimony up here that the Navy is 
satisfied with the directive and think they can get along with it. 
The Army does not object to it because they do not feel it applies to 
them. 

Mr. Quaruzs. To the best of my knowledge and belief, that is 
correct, particularly with these latest interpretations. I would not 
expect it to have an important impact on the Army and I would ex- 
pect the Navy to be at least as well satisfied with it as the Air Force. 


ANNUAL AND NO YEAR ACCOUNTS 


Senator Symincton. Mr. Chairman, some time back, Mr. Quarles 
was asked by me about certain percentages, 47.3 percent of unobligated 
balances. He was looking at the table of annual accounts, including 
1-year accounts. : 

I ask that those two tables go in the record so it will all be clear. 

Senator CHavez. They may be placed in the record. I think that 
General Moore intends to clarify the difference between the two records. 
And that may be done. 

(The tables referred to follow: ) 
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HOUSING AT PRESQUE ISLE, MAINE 


Senator CuHavez. At this time, Senator Smith would like to ask 
Secretary Douglas some questions. 

Senator Smiru. Thank you very much, Mr. Chairman. 

Mr. Secretary, when you were before the committee on May 29, I 
asked you some questions on housing. I used Presque Isle, Maine, be- 
cause I think it might possibly be typical of other cases in the country, 

At that time I asked if you or General Moore would get the answers 
also from Assistant Secretary of Defense Bryant. I want to thank 
you very much for sending over the answers. They were under 
the date of June 6. 

Now, about a week ago, and I think it may have been on that very 
day, I contacted the Assistant Secretary of Defense, Mr. Bryant's 
office, and they said they had not received the questions. I am sorry 
that he has not seen fit to answer them. 

Now, Mr. Douglas, I note that in your answer to number three on 
the Presque Isle housing: 

Secretary Doveias. Senator, I might say I am afraid I expected, as 
a result of your request, the questions that were furnished to me would 
also be furnished to him, either by my office or by your office. I per- 
sonally failed to follow up on the questions being sent to him. So itis 
possible that I am at fault in that. 

Senator Smiru. No, your letter says that: 


The list of questions concerning these two bases has been furnished to the 
Assistant Secretary of Defense. 


Secretary Dovatas. I am advised that I did send them to him. 
Senator Smirn. Yes. 


I note in your answer to No. 3 on the Presque Isle housing, you 
state that: 


A major reason for the deferral by the Office of Defense was the status of 
the Wherry housing acquisition at Presque Isle. 

This is at variance with an earlier indication to me that the reason 
given by Assistant Secretary Bryant, even though he acknowledged 
the urgent need of 114 units at Presque Isle, was that he ordered the 
deferral until there was a more favorable money market for invest- 
ment capital. 

If this is true, then the Air Force was overruled by the considera- 
tion of timing on investment capital. 

I wish very much Mr. Bryant had answered the questions so I would 
not have to again direct them to you, but I would ask if this report is 
true. Have you received this report? 

Mr. Dove as. Senator, I am sorry, I spoke to Mr. Bryant about this 
problem on both bases within the last 3 days. I tried to reach him this 
morning and I was unable to reach him to be able to report the present 
view of his office with regard to accepting a new application from the 
Air Force on Presque Isle housing, which I feel sure his office will ac- 
cept within the coming weeks. 

My understanding was that they were reluctant to go ahead at this 
time until we had determined whether we could negotiate a purchase 
of the Wherry housing or not. 

I am unable to say whether the present market for funds was re- 
garded by them as a good reason for postponing an attempt to carry 
through a title VIII housing project at Presque Isle. 
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I hope we will be able to carry it through and I believe we will. 

Senator Smrrn. In other words, Mr. Bryant has not told you why 
that has been. 

Secretary Doucias. He has not told me personally. 


WHERRY HOUSING 


Senator Smirn. Then you or your associates have no idea other than 
the Wherry housing excuse for the delay ? 

Secretary Doveuas. If they have been advised of another reason, 
Iam not aware of it. 

Senator Smiru. Mr. Secretary, I want to go one step beyond that. 
I fail to see the relevance of the Wherry housing acquisition at Presque 
Isle on this acknowledged need for an additional 114 units at Presque 
Isle, because the need still exists. 

The Wherry housing, as I understand it, is filled. It does not make 
any difference whether you are acquiring title or not. The 114 units 
are needed up there, because with the Wherry housing occupied the 
need would not be affected by the acquisition or the nonacquisition 
of the Wherry housing. 


LEGAL OBLIGATION TO ACQUIRE PROJECT 


Mr. Doveras. Senator, under the law we have to acquire the Wherry 
project. But it is true that we are not given a date by which we must 
have acquired it or offer to acquire it. 

Senator Cuavez. You mean to say you will have to acquire Wherry 


housing before you can proceed with those 114 units? 

Mr. Dovc.ias. Not before we can proceed, but if we proceed with 
any title VIII housing, we must acquire Wherry housing serving the 
same base. 

Senator Smirn. Mr. Chairman, I can’t see the relevancy at all to 
this. I think there is something very, very wrong, especially in view 
of the report of what Secretary of Defense Bryant has said. 

I respectfully request the chairman to have Mr. Bryant come in here 
and explain this. 


REQUEST FOR AIR FORCE HOUSING LIST 


I also respectfully ask the chairman to ask for a list of all Air Force 
Housing projects which have been vetoed by Mr. Bryant, nationwide. 

I feel very strongly about this housing need. I am not making this 
a personal issue. I am using Presque Isle because I know the situation 
there and believe it may be typical of the situation in other places. 
I think there is something very, very wrong if the Air Force certifies 
the need for 114 units and Mr. Bryant can come in and say they can- 
not furnish those 114 units until they acquire the title to the Wherry 
housing. 

The Wherry housing is filled, it cannot house more people so it can- 
not make a particle of difference. 

I regret very much that Mr. Bryant did not see fit to answer the 
questions so that we would not have to take this extra time. 

Senator Cuavez. You will please furnish the information requested 
by the Senator from Maine. 
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ber you would five us the names and the number of units gn each 
particular project that is now programed and that nothing is bei 
done about them. a 
The information referred to appears on p. 1465. 
_ Senator Smrrn. Mr. Chairman, I would like to ask one more 
tion that I neglected to ask the Secretary. 


ques. 


QUESTION OF FAVORABLE MONEY MARKET 


Do you know whether or not there has been a memo or a letter to the 
Air Force which Mr. Bryant has written or authorized to be written, 
specifically stating that the more favorable money market for invest. 
ment capital is the reason for deferring the housing? 

Secretary Doveras. I do not recollect any such letter. That does 
not mean that there cannot have been such a letter. 

Senator Smira. Mr. Chairman, I would ask that that letter or memo 
be obtained either from Mr. Bryant or Mr. Douglas for the record of 
these hearings. 

é we Cuavez. We shall give them a request in writing, Senator 
mith. 

Secretary Dovatas. Senator, I would say this: 

Some months ago, there was a great deal of concern about being able 
to finance title VIII projects. At that time, so-called Fannie May 
guaranties were being sought and the guaranty authority was available 
to Fannie May at that time. It was thought when the then authoriza- 
tion was pretty well used up that it would be very difficult to finance 
title VIII. 

I believe, contrary to that expectation, even without the Fannie 
May guaranty, enough experience had been secured on financing title 
VIII housing so that no very great difficulty has been encountered. 
But there was a period when there was a very real question as to 
whether these projects could be financed with high interest rates, 


RIGIDITY IN 





DOLLAR CEILING 


Senator Symrneton. To be sure I understand, you do not think there 
is any rigidity to speak of in the $38 billion fiscal ceiling. 

What was your expression about that, Mr. Secretary ? 

Secretary Dovexas. I said, Senator, that the Department of the Air 
Force had not been instructed to stay within the $38 billion estimated 
expenditure or its share of it, which is $17,600 million; that the Air 
Force had been instructed to study the problem and to advise the Secre- 
tary of Defense of the nature of the problem and what steps might be 
taken to—— 

Senator Symrneton. You are not taking a position that there is a 
$38 billion ceiling. Is that correct? 

Secretary Doveras. I am not in a position to say. I have the job of 
advising the Secretary of Defense what the Air Force may have to do. 

Senator Symrneton. Do you feel if any such ceiling is established it 
will be taken out of the Army and Navy? 

Secretary Doveras. No, sir. 

Senator Symrnaton. You would not say there must not be any such 
established, would you? 
Secretary Dovaras. There has not been so far as I am concerned. 
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CON TRADICTORY TESTIMONY APPARENT 


Senator Symrneron. Let me read you the testimony of Mr. McNeil. 


Senator Symrineron. You will agree, will you not, that if you all send a program 
to the Congress and the Congress approves it and it goes to the people based 
against what possible enemy strength is, and then you put the program in a fiscal 
straitjacket by not appropriating enough money to carry it out, you are not really 
presenting the program that you are telling the people you are presenting; is that 
afair statement? 

Mr. McNEIL. I think that is a fair statement and I think the program should 
be presented so that the new obligational authority set forth and the carryover we 
have to apply against it, and so on, should be the best that human beings can 

resent. 

7 Senator SymMineton. I understand, Mr. Secretary, as I follow your remarks, 
that this fiscal straitjacket which you say you, yourself, figured was tight, was 
imposed at the Bureau of the Budget level. Is that correct? 

Mr. McNEIL. That was not a rigid ceiling. If you adopt a regular or a manda- 
tory ceiling, we could not have spent what we have spent this year, which will 
run a around thirty-eight and a half million dollars. We would have been limited 
to the $36 billion which was in the budget document. 

However, because of assurances by Army, Navy, and Air Force that these esti- 
mates, while they were tight, might be possible of achievement, the $36 billion 
figure was used. 

Senator SyMINGTON. You say in your statement that we have been informed 
that these expenditures “must not substantially exceed’”—that is why you re- 
ferred to the word “substantially” and so on. 

Mr. McNEIL. That is for 1958, sir. 

Senator SyMINGTON. I am not much on definition of how rigid a ceiling is or 
is not, but are you saying that the Bureau of the Budget is saying you must try 
to live within this figure? Is there a difference in rigidity you are talking about 
now? 

Mr. McNETL. Yes, sir. 


Senator Syminoron. So from here out, the programs presented by the Presi- 
dent to the Congress really do not mean much, do they ? 

Mr. McNEIL. I think they do. 

Senator Symrneron. If you feel that the amount of money is as you have al- 
ready testified and that expenditures must be held down and that is the chief 
reason for these directives, what you are really saying is that you are not going 


to let the Department of Defense have the money necessary to implement the 
program. 


Mr. McNEIL. It does not move quite that way. 


There is no question that the—well, I might call it a ceiling, is much more rigid 
for 1958 than it was for 1957. 


DEFINITE IMPLICATION OF SET CEILING 


Therefore, from the testimony of the person supposed to know the 
most about the budget in the Department of Defense, here on the record 
of last week, we have the reasons why we felt there was a 1958 fiscal 
straitjacket on expenditures being established by the Secretary of 
Defense or/and the administration. 

Later on, in a published release, which unfortunately I do not have 


here but will supply for the record, the lead paragraph states Mr. 
Wilson says: 


This program has to be stretched out in order to stay within the confines of 
the budget ceiling. 


Secretary Dove.as. Sir, it might be stretched out and still not con- 
form to the $38 billion estimate. 

Senator Symineron. I did not hear that. 

Secretary Doveras. I was saying it might well be stretched out to 
reduce present estimates by $500 million or by some figure different 
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from the reduction that may be necessary to get down to the $38 billion 
estimate. 

_Senator Symineton. The item I was referring to was in the New 
York Times. Here is another in the Washington Star of June 14, in 
which it says in the second and third paragraphs: 

Mr. Wilson, in opening his annual session with top defense and administration 
leaders here last night, mentioned a possible 10-percent reduction in manpower 
now aggregating 2.8 million. He also said there probably would be a slowup 


of weapons modernization and that he planned to submit a new program to 
President Eisenhower shortly after July 1. 


The article continues: 


Mr. Eisenhower’s budget, which is now before the Senate, sets a $38 billion 
spending ceiling. 

Secretary Doveras. That is not a quote from anybody ? 

Senator Symineron. No. 


At the present rate the Armed Forces will exceed that figure by $4 billion, 
Mr. Wilson said he did not have “elastic dollars”— 


that is a quote— 


“to meet the increased cost.” 


Secretary Dove.as. I think there is a misunderstanding in this dif- 
ference of $4 billion. 

Senator Symineton. I am not talking about that. I am talki 
about that Mr. Wilson emphasizes the establishment of the $38 bil- 
lion ceiling and says that the program is going to be stretched out. 

Do you disagree with the fact he said the program was going to 
be stretched out ¢ 

Secretary Douetas. No, sir; I do not. 

Senator Symrneron. That is all I was getting at. 


DEPARTMENT CLAIMS NO INCONSISTENCY 


Secretary Douetas. The stretchout is entirely consistent with saying 
that a $38 billion ceiling has not been set. 

Senator Symrneron. What did you say ? 

Secretary Doucuas. I think it 1s entirely consistent to say that the 
program will be somewhat stretched out without saying that a $38 
billion ceiling has been set. 

Senator Symineton. What is the ceiling that has been set ? 

Secretary Douetas. I do not think the ceiling has been set. 

Senator Symineton. Then you do not agree with what Mr. McNeil 
says? 

Bearstary Dove.as. If he said that there was a fixed ceiling of $38 
billion, that is something that the Air Force has not been advised of 
at this time. 

Senator SautronstraLu. That was the estimate of expenditures in the 
budget that was submitted to the Congress ? 

Secretary Doveas. That is correct, but it has not been regarded 
in the past as a fixed ceiling. 

The expenditures this year are an example of that fact. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1373 
SOME REDUCTIONS EXPECTED 


Senator Symineron. Do you believe either your obligational author- 
ity or your expenditures, as of today, are going to be cut! 

Secretary Doucias. I think that our present estimate of expendi- 
tures for the fiscal year 1958 exceeds so substantially the figure in the 
President’s budget that I expect to accomplish some reduction in the 
program. 

Senator Symineron, I did not hear that. 

Secretary Dovug.ias. I expect it will be necessary to accomplish 
some reduction in program and that expectation is, of course, made 
pretty clear by Mr. Wilson’s remarks that some stretchout might be 
in order. 

Senator Symineron. How much? 

Secretary Doueuas. I do not know. I really do not know, Senator. 

Senator SymMinaron. You mean that this directive, and all this 
business of cutting the money has been done without any reference to 
what it will do to the program ¢ 

Secretary Dovue.as. No, sir; I don’t think there has been any deci- 
sion on what program cuts will be made yet. 


DATE AND AMOUNT OF REDUCTION 


Senator Symineron. Do you think the decision will be made pefore 
the Congress adjourns, or afterward? Let us say by August 15, do 
you think you will have the decision 4 

Secretary Dovetas. I would think so. 

Senator Symineron. August 1? 

Secretary Doucias. I do not know. 

Senator Symineron. Do you think it will be around August 1? 

Secretary Doueias. This is something I cannot decide. 

Senator Symrneron. You have been talking about it with these 
people. We would like to know how much, if anything, the program 
is going to be cut. 

Inasmuch as we put the money up, that is a fair request, is it not? 

Secretary Dovetas. I think it is. 


REDUCTION IN OBLIGATIONAL AUTHORITY 


Senator Symineron. How about your obligational authority; do 
you think that is going to be cut? 

Secretary Dovetas. You mean 

Senator SymMineron. You cut a quarter of a billion dollars in the last 
2 weeks out of obligational authority. It was postponed at least until 
the Ist of July. What do you think is going to happen to obligational 
authority after the Ist of July? 

Secretary Dovaetas. I do not think there will be any statement of 
obligational authority that will immediately affect the program at that 
point, although I could be wrong about that. 

The present indications are that the obligational authority is around 
$18.800 million. 

Senator Symrnoron. You think it will run at that, do you? 

Secretary Dovatas. I really do not know. 

Senator Symrncton. When do you think you are going to find out? 
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Secretary Dovexas. It is very hard to say, Senator, how long this 
type of review involving three services and the complicated type of 
programs that you are familiar with, should take. 


FISCAL LIMITATION NECESSITATES REVIEW 








































Senator Symineton. We just want to know. 

What you are really saying, as I gather, is that because of fiscal 
limitations, it is now necessary to review all the programs from the 
epee of both obligation authority and expenditures; is that 
right? 

Secretary Dovetas. I do not think that is very remarkable—— 

Senator Symineron. I did not ask you whether you thought it was 
remarkable. I asked if it was right. 

Secretary Doveras. Because you have a situation where a budget 
was submitted based on programs and there was an estimated expendi- 
ture for those programs. 

For a variety of reasons, that are quite understandable, although 
they take a good deal of study to understand. 

Senator Symineton. Like a lessening in Russian strength ? 


ESTIMATES PROBABLY IN ERROR 





Secretary Doucras. No. I am talking about the reasons that the 
estimates have turned out to be, I think, in error. 

Senator Symineron. What reason would you give for that? 

Secretary Dovueras. A buildup of the missile program—talking 
about Air Force only. 

Senator Syminoton. I mean shortening of lead time or giving more 
contracts. What do you mean by buildup ? 

Secretary Dovuetas. The missile program was substantially doubled 
from the first submission of the 1957 budget until the present time. 

Senator Symineron. You mean since the President sent his message 
to the Congress. 

Secretary Doueias. No, it was substantially increased after that 
and the additional funds made available by the Congress were applied 
to this very purpose and it was indicated that that would be the—— 

Senator Symineron. An increase in missile fund; and what else? 

Secretary Doveras. And then over a period of time the shortening 
of lead times led to faulty estimating, due to the system of estimates 
that we followed before, which had been entirely satisfactory until 
this year. 1954, 1955, 1956 estimates were good on expenditures. 

The 1957 estimate is not and we are quite confident that the 1958 
estimate is not. 


Senator Symineton. What other reasons besides missiles and lead 
time? Any others? 


EFFECTS OF PRICE INCREASES 












Secretary Doveras. Yes. Also increases in prices. I think those 
three factors probably covered the whole problem. 

Senator Symineron. Increases in prices are due to what ? 
Secretary Dovucras. Due to the increased price of everything. 
Senator Symincron. Was that just a mistake in planning? 











DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1375 


Secretary Doueas. No; that is an increase in the price level, par- 
ticularly with regard to the kind of hardware we buy. 

Senator Symincron. We have had a regular rise in all prices? 

Secretary Doueias. Sometimes you do not crank that all into the 
estimate. I am just saying these are the factors we did not success- 
fully on hindsight crank into the estimates. 


MILITARY NEED PRIME FACTOR IN BUDGET 


Senator Symineron. Do you figure that what is necessary for a 
program for national security is something that primarily has to do 
with our relative strength as against the relative strength of a possi- 
ble enemy, or do you believe it is one that has to do primarily with 
dollars. 

Secretary Doveras. I think our military need is the prime factor. 

Senator Symrneron. I point out that, in the planned 1958 budget, 
we are expending less in percentage of our gross national product 
for national defense than we did in 1957. 

In 1957, we spent less in percentage of our gross national product 
than in 1956. The same is true for 1956 against 1955; and for 1955 
as against 1954. 

So, from the standpoint of security, this recent tremendous emphasis 
in the last few weeks on dollars, dollars first, worried me a great deal. 

Now, Secretary Wilson twenty some days ago said to the Senate: 

Don’t take the cards and chips away from the people who have to try to work 
something out with the Russians. 


In this connection, on June 14 in the Washington Evening Star, there 


was a story about disarmament, stating maybe we were really getting 
somewhere for the first time. 

At the same time, in the very next column, there was an article which 
told about Mr. Wilson stating there would have to be a stretchout in 
our obligations and expenditures; and a reduction of 200,000 in the 
military. Based on what he said— 


Don’t take the cards and chips away from the people who have to try to work 
something out with the Russians— 
which statement was made as he requested the Senate to restore the 
money taken out by the House, about a billion and a quarter of the 
21% billion the House cut out, do you not think that is just what we are 
doing; that by reducing our forces, we are taking chips away from 
these people ? 

HOPE FOR RESTORATION OF HOUSE CUTS 


Secretary Dovetas. I join Mr. Wilson in expressing the hope that 
the cuts by the House will be restored. I think it is consistent to assert 
that we need restoration, of the part that concerns the Air Force, and 
still try to see whether we can come closer to the $38 billion estimate in 
our 1958 expenditures. 

Senator Symrneron. Mr. Wilson said: 

Don't take the cards and chips away from the people who have to try to work 
Something out with the Russians. 

What he was asking was not to cut down on appropriations. 

Secretary Dovetas. Right. 


92576—57 87 
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Senator Symineron. What do you think the Russians would rather 


have us do, cut down on appropriations or cut down on obligation and 
expenditure authority ? 


QUESTION OF ADMINISTRATION POLICY 


Senator Cnavez. Senator, I appreciate your question, but what 
difference does it mean to us what they think ? 

Senator Symineton. What I am trying to do, Mr. Chairman, is to 
understand what is the policy of this administration. Is it a poliey 
where the fiscal predominates; or is it a policy where our security 
against communism predominates? To me, it would seem the more 
important to have adequate defense of this country. 

Mr. Wilson came before us and stated : 

Don’t take the cards and chips away from the people who have to try to work 
something out with the Russians. 

That was part of his objection to the cut the House made. 

All I am asking is, is it not more dangerous to our security to cut 
our right to obligate and expend appropriated money than to cut ap- 
propriation approval ? 

If the Chair thinks that question is wrong, I will withdraw it. 

Senator Cuavez. It is not the wrong question. The only thing is 
this: It does not go to the point. I do not care what the Russians 


think. 


Senator Symrnctron. Would the Chair lead us to the point ? 
NATIONAL DEFENSE PRIME INTEREST 


Senator Cuavez. I think that the administration is as much inter- 
ested in national defense and that they are more interested in national 
defense than they are in dollars. 

If one member of the administration comes over here and talks 
finance as far as dollars are concerned and interest rates, that is his 
opinion. My idea is that national defense is paramount to any idea 
of saving a dollar. 

Senator Symineron. I agree with the Chair. We seem to be get- 
ting somewhere in this disagreement picture for the first time. 

Again, after Mr. Wilson pleaded not to take the chips away, under 
fiscal pressure he is now voluntarily announcing that we intend to re- 
duee our military strength, without any disarmament agreement what- 
ever with the possible enemy. 

That, it seems clear, is unilateral disarmament. I thought that in- 
asmuch as this warning against unilateral disarmament was brought 
up by Mr. Wilson himself several] days ago, why the sudden change? 

Senator Cuavez. Mr. Secretary, will you answer the question. 


CHOICE BETWEEN LIMITATION ON FUNDS AND LIMITATION ON APPORTIONMENT 


Secretary Doucias. The question was whether there was anything 
to choose between a limitation on congressionial funds and limitation 
on apportionment of funds. 

Senator Symrneton. I did not hear you. 

Secretary Dovctias. I am trying to reconstruct the question. 

Senator Symrneton. If Mr. Wilson thought as he stated, that un- 
less we restored the cuts made by the House, we would take the cards 
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and chips away from the people who have to try to work something 
out with respect to disarmament with the Soviets, is he himself not 
doing in the first part of June, to an even more damaging extent, what 
he said should not be done only a few days ago? 

Secretary Dovaias. Senator, you -annot tell until you know what 
changes may be recommended in the program. 

Senator Symrneron. I can see why you would not want to answer 
the question. Now Mr. Wilson took a half-billion dollars aw ay from 
the three services in obligations until the Ist of July, and there has 
been no reclamer on that and no decision to restore it; has there? 

Secretary Dovetas. No. But my expectation would be that we 
could obligate those funds after the Ist of July. 


Senator Symincron. Thank you, Mr. Chairman. 
























INSTALLMENT BUYING 




















Senator CHavez. Senator Flanders. 
Senator FLanpers. Secretary Quarles, I have wanted to return to 
some questions I asked earlier before the reorientation of your di- 
rective, if that is an appropriate term. I have before me an extract 
from the hearing of last week sometime. I asked this question of the 
Air Force organization, a question that seems to me still to be under 
consideration and unanswered, as to whether the practice, which has 
gone by the nickname of installment buying, whatever it is—I identify 
it by that nickname—committed the Air Force and committed the 
Congress to programs which had not yet been submitted to us. 

The answer given to that by General Davis was “No, sir, it did not.’ 

Now, Senator Ellender came in a little later and said: 

Are you not coming and asking for $285 million as part of the program you 
hope to present to Congress definitely as to the amount for planes and amount 
that it is going to cost in the future? 

That is, that was pertinent to my question as to whether we were 
now being committed to programs which would not be either au- 
thorized or appropriated for in the future. 

General Davis's reply : 


We are asking for your authority to plan to use it in the event it is aequired— 
l assume the word should be “required”— 
after a thorough review this fall by the Secretary of Defense, after the formu- 


lation of the 1959 budget and after that budget has been submitted to the House 
of Representatives. 







That still seems to fall short either of authorization or of appro- 
priation. 
REASON FOR URGENCY 


Senator Ellender said: 








Why do you need the money now if you will do all of that? That is the thing 
in the nutshell. 


General Davis. We have to ask for it now because we will have to have it in 
the appropriations for the fiscal year 1958 in order to be able to apply it before 
June 1, 1958. 

I think that covers the point. I got from that conversation no pic- 
ture that we were being asked for funds for a specific purpose, specifi- 
cally defined at this time. It left me with a bit of concern and I wanted 
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to find out, whether any better understanding of the Air Force policy 
or of the directive itself would properly reduce my concern, : 

Mr. Quartes. I believe it is directed right to your concern, Senator 
Flanders. I think, as a matter of fact, what we are doing is exactly 
what you are driving at; namely, we are saying that in the future when 
one of the military departments comes to the Congress and asks for 
the appropriation of funds in a preproduction account, those funds 
will be justified in terms of the programs to which we wish to apply 
those funds. : 

Senator Fianpers. And those programs will be laid out and speci- 
fied so that we can know what it is for even though we do not appropri- 
ate money at that time for the full program ? 


DEALING IN FUTURE DEVELOPMENTS 


Mr. Quartes. That is right. Now I have to point this out, that we 
are dealing with things that are a year or 2 years or 3 years in the 
future and there are also uncertainties about what those programs will 
be. 

Senator FLanpers. You do not know just what equipment will be 
on the instrument board of the plane and there is a whole lot more 
that you do not know, but in general, the general nature of the program 
is in your mind and will be revealed to us. 

Mr. Quarries. And we will reveal it specifically as we can, recogniz- 
ing that it is in advance of the fact and in advance of our knowledge 
to some degree, and the only way we can do that effectively, I think, 
is to make that specific justification to you and then understand if con- 
ditions change we will have to reprogram those funds to other uses of 
the same general character, but perhaps different in detail and do that 
by notification to the Congress, to the committees of the Congress, the 
way we do presently with all other reprogramming of our funds. 

But we will justify it to you as a specific preproduction program. 

Senator Franpers. I think that answers my question, Mr. Chair- 
man. 

Senator Cuavez. Thank you, Mr. Secretary. 

We have one more witness. I believe you possibly would like to 
stay to listen to him. 

Mr. Snyder, we are ready. 

All right, Senator Symington. 


STATEMENT OF HON. MURRAY SNYDER, ASSISTANT SECRETARY 
OF DEFENSE FOR PUBLIC AFFAIRS 


PURCHASING POLICY OF AIR FORCE 


Senator Symineron. Mr. Secretary, a recent press article says: 


Murray Snyder, Assistant Defense Secretary for Public Affairs, expressed 
confidence that the wrangle over the policy of ordering such things as parts for 
planes and missiles before funds are made available for payment of the com- 
plete weapon is being ameliorated and will be finally settled in discussion among 
the principals. 


It also says: 


I am sure Mr. Douglas is not fighting the directive. 
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Later the letter of Mr. Douglas of May 31, protesting the directive, 


was published. The letter of protest was signed May 31. That 
wrticle appeared June 2. 


Then we also have an article which says: 


Authoritative Pentagon source hinted today at a possible “flagrant violation” 
of purchasing procedure by the Air Force. 

I was wondering, (a), why you felt Mr. Douglas was not protesting 
the directive, and (b), whether you think that it is right for a high 
authoritative source to give anonymously that type and character of 
criticism of a single service. 

Mr. Snyper. Mr. Chairman, I would like to answer those separately. 


REPLY ON VIOLATIONS BY AIR FORCE 


Senator Symineton. The first one then, about the directive. 

Mr. Snyper. I would not want to imply that those two comments 
came from the same source, namely, me. 

Senator Symineron. And I would not in any way want to imply 
that myself. Iamsorry I put them together that way. 

Mr. Snyper. Mr. Chairman, the conversation I had with this one 
newspaperman, an Associated Press reporter, whom I esteem very 
highly, was on June 1, on a Saturday afternoon. He reached me in 
an office other than my own. He asked me about some other pending 
defense business. Then he asked me about the story in that morning’s 
New York Times. 

This was a story quoting an unnamed Pentagon source on possible 
“flagrant violations” of purchasing procedure by the Air Force. 

I said that I knew of no one who had ever used this particular term. 
and I had not heard it in discussions on this subject. 

I pointed out that it was not a violation of any specific policy that 
was referred to because it had never become official until the signing 
by Mr. Wilson of this new directive, 7200.4. 


DISCUSSION ON DIRECTIVE 


I also stated that I knew that Mr. Douglas had opposed the new 
directive while it was under consideration, but that I knew at this 
particular time, on June 1, that he was striving to secure the excep- 
tions to its application provided for in the directive in such a way as 
to prevent any impairment of the Air Force program. 

I did say I was sure he was not fighting the directive. 

When I used the word “fighting,” I meant certainly there was not 
a knockdown, drag-out fight that I knew of, anyway. 

Senator Cuavez. You meant opposition ? 

Mr. Snyper. I meant fighting it, sir, when I used the word “fighting” 
it. 

The newspaper article implied there was an irreconcilable differ- 
ence that could not be settled under the terms of the directive, and 
required the revoking of the directive, or something equally drastic. 

I had seen no evidence of that. I said I was optimistic. I did not 
say in the next few days nor did I say it would be completely settled, 
but I said that the conversations which I knew were scheduled would 
ameliorate the situation. 

The word “ameliorate” seemed to bother some people. 
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METHODS IN PRESS CONFERENCES 





Senator Symineron. I did not say the word “ameliorate” bothe 
me. Now, I have heard that at two press conferences, when Mr, Wilson 
wanted to answer a question, you said : 

That is all, gentlemen. 


That came to me from 3 or 4 newspapermen. 

How are press releases out of the Pentagon handled ? 

The word “ameliorate” did not worry me, but after I saw a pub. 
lished document, showing that the Secretary of the Air Force was 
bitterly protesting the directive of 7200.4, and having read about 
the day before that you said he was not fighting it, I felt this com. 
mittee was entitled to an explanation. 

As the Chair said, fighting the directive would imply opposition, 

It was unfortunate in that Mr. Douglas’ letter appeared shortly 
after your statement. That is what was on my mind. 



















REASON FOR STATEMENT 





Mr. Snyper. The letter of Mr. Douglas appeared on June 7 in the 
Star, but I felt that this reporter was entitled to some sort of reflec- 
tion of what I knew, or at least what I understood to be the general 
situation. 

Senator Symineron. Did you check with Mr. Douglas before you 
told that to the reporter ? 

Mr. Snyper. I had tried to reach him, sir. I did not reach him, but 
I had seen his testimony here on the 29th and I felt that what I said 
was consistent with it. I felt that, had I not answered this reporter's 
question with what I knew, what I thought to be the truth, silence on 
my part would have implied some concurrence in this story about 
“flagrant violation,” and it might also have further implied that this 
was an unreconcilable situation, which the story to some degree hinted, 
I certainly was not trying to aggravate or exaggerate a situation. 
























SOURCE OF 





INFORMATION ON DIRECTIVE CONTROVERSY 








Senator Symineron. I have only one more question, and am only 
asking for clarification. Where did the information come from as 
the storm began to break on the directive? You heard the quotation 
T read from Mr. Wilson with respect to: 

Don’t take the chips away while we are negotiating with the Russians. 

Mr. Snyper. I did, sir. 

Senator Symineron. You have had great experience in public rela- 
tions and, if I may say so, all I have heard is very fine about you. 

What do you think about a story in the press saying some 200,000 
people are now being cut out of the Military Establishment, right next 
to a story that it looks as if Governor Stassen is finally getting some- 
where with the Communists on this question of disarmament? Would 
you comment ¢ 
“ Mr. Snyper. There is an apparent conflict, but I happened to be 
present at the press conference Thursday evening, as were quite a few 
other people, and Saturday at noon Mr. Wilson was asked about this 
particular story and this figure of 200,000. His answer was that “it 
sounds like somebody had been doing a little guessing” because he had 
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been through his transcript and he could find nothing to which such a 
story could have been pinned. 

Senator Symrncron. He did say they were going to stretch the pro- 
gram out ‘ 

Mr. Snyper. Yes, sir; he said a mild stretchout. 

Senator Symrncron. What is a mild stretchout ? 

Mr. Snyper. He gave no figures on personnel, either in numbers 
or the time factor. 

RELATION OF CUTS TO DISARMAMENT 


Senator SymineTron. Someone has given me an editorial this morn- 
ing which will be coming out soon. The last paragraph reads: 


It is passing strange that these cuts in the military force are coming at a time 
when the Nation is sitting at the disarmament table; disarmament is a noble 
aim, but let us begin it realistically on a quid pro quo basis and not achieve it 
unilaterally by fiscal fiat. 

Would you have any comment on that ? 

Mr. Snyper. No, sir. I would say that was in someone else’s prov- 
ince rather than mine to comment on. 

Senator Symineron. As we look toward what we all want, perma- 
nent world peace through disarmament, you would not want the Com- 
munists to feel we had started unilateral disarmament. 

Mr. Snyper. No, sir. 

Senator Symineron. On that basis, do you not think, even if it does 
cost a little more, that we ought to maintain our present forces at least 
another few years, because, after all, we have put in tens of billions to 
attain the strength we have ? 

Mr. Syyper. I think that is so. I think that is what Mr. Wilson 
has said on different occasions. 

Senator Symineron. He did not say it when recently he said he was 
going to have to stretch out the military program because he did not 
have yenough money, did he? That is the last thing he stated. 

Senator Sauronsraut. He is advocating $1,200 million more money 
than what the House cut. 

Senator Symineton. More appropriation authority only. But at 
the same time, he is taking away $500 million in obligational author- 
ity and saying that next year he is going to put a Tigid ceiling on 
expenditures. 

Mr. Chairman, I thank Mr. Snyder for coming up here and being 
frank about this situation. I was worried and unclear. 

Mr. Snyper. I was glad to supply the answer. 

Senator Cravez. We will now recess until tomorrow at 10 o’clock, 
at which time we are going to have an executive session. 

(Whereupon, at 4: 35 p. m., Monday, June 17, 1957, the hearing was 
recessed, to reconvene at 10 a. m., Tuesday, June 18, 1957.) 
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TUESDAY, JUNE 18, 1957 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 


Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 


the Capitol, Hon. Dennis Chavez (chairman of the subcommittee) 
presiding. 


Present : Senators Chavez, Ellender, Robertson, Saltonstall, Young, 
Smith, Dworshak, Symington, and Flanders. 


DEPARTMENT OF DEFENSE 
ResEARCH AND DEVELOPMENT 


STATEMENTS (IN ORDER OF THEIR APPEARANCE) OF MAJ. GEN. 
ANDREW P. 0’MEARA, MAJ. GEN. JOHN P. DALEY, MAJ. GEN. 
DANIEL F. CALLAHAN, LT. COL, CHARLES B. COVERT, COL. R. H. 
STUMPF, LT. COL. MANRICO P. DeFUSCO, COL. ROBERT J. FRIED- 
MAN, MAJ. GEN. W. S. LAWTON, REAR ADM. F. B. WARDER, CAPT. 
S. D. B. MERRILL, CAPT. RALPH STYLES, REAR ADM. W. A. 
SCHOECH, CAPT. I. J. GALANTIN, COMDR. JOHN DOHERTY, AND 


MAJ. GEN. R. S. MOORE 
EXECUTIVE SESSION 


(The entire hearing of this day was held in executive session. <A rec- 
ord of the hearing was placed in the security files of the committee.) 
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WEDNESDAY, JUNE 19, 1957 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room F-39, 
the Capitol, Hon. Dennis Chavez (chairman of the subcommittee), 
presiding. 
Present : Senators Chavez, Saltonstall, Thye, Smith, and Symington. 


NAVAL RESERVE OFFICERS ASSOCIATION 


STATEMENT OF HON. STROM THURMOND, A UNITED STATES 
SENATOR FROM THE STATE OF SOUTH CAROLINA 


GENERAL STATEMENT 


Senator Cuavez. The committee will come to order. 

Today we will hear outside witnesses. 

I note that Senator Thurmond, of South Carolina, is in the room. 

Do you have something you wish to present to the committee ? 

Senator THurmonp. Mr. Chairman, I appear here this morning for 
the purpose of introducing the president of the Reserve Officers Asso- 
ciation to this committee. 

As I understand, he has a prepared statement. He will probably file 
his statement and save a lot of time. 

Col. Roger Zeller is a member of the Air Force Reserve. In 1954 and 
1955 I had the honor of being president of the Reserve Officers Asso- 
ciation. The association rotates with Army, Navy, and Air Force with 
its presidents. This year the distinguished president is a Texan, a man 
who has made a very fine record in the Reserves. He is a great pilot. 
We are very proud of him. 

I wish to introduce to you and endorse the program which the Re- 
serve Officers Association is advocating here. I do not think there is 
any question but that the security of the Nation is dependent largely 
on its Reserve. 

In World War IT 98 percent of the personnel in the Army were 
reservists or citizen soldiers. So in time of emergency we have to 
depend on our citizen soldiers. 

We are very proud to have him here. I am not going to take your 
time, but I would like to present Colonel Zeller at this time to proceed 
with his statement. 

Senator Cuavez. We are glad to have you with us. You may file 
your statement. 
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We would like to hear you briefly on the general program of the 
Reserves. 


RESERVE OFFICERS ASSOCIATION OF THE UNITED STATES 


STATEMENT OF COL. ROGER L. ZELLER, USAFR, NATIONAL 
PRESIDENT 


PREPARED STATEMENT 


Colonel Zetter. Mr. Chairman, it is a great privilege for the Reserve 
Officers Association to appear before you this morning. 

I have a very short statement that I would like to “record with the 
committee. I will not take up your valuable time to go into it in detail, 

(The statement referred to follows:) 


STATEMENT BY Cot. Rocer L. ZELLER, USAFR, NATIONAL PRESIDENT OF THE 
RESERVE OFFICERS ASSOCIATION OF THE UNITED STATES, IN CONNECTION WitH 
THE DEPARTMENT OF DEFENSE APPROPRIATIONS FOR FISCAL YEAR 1958 


Mr. Chairman, the Reserve Officers Association appreciates the privilege of 
recording its considered opinion and this statement in connection with the De. 
partment of Defense appropriations, with special emphasis on the Department 
of the Army requirements. The Reserve Officers Association is also cognizant of 
the committee’s problem of assuring the needed national defense resources within 
the peacetime standard, or estimates of reasonable defense costs. 

The Reserve Officers Association has consistently supported the logical and 
constructive Reserve power so emphatically essential to military security of the 
United States. The Congress wisely provided Public Law 305 known as the Re- 
serve Forces Act of 1955, giving authority to organize and train Ready Reserve 
units for speedy mobilization and augmentation of the Nation’s active defense 
forces. With this congressional approval, all of the services have vigorously ex- 
panded and improved the readiness of Reserve components and individuals. This 
progress has been examined by the Congress annually. When needed, the Con- 
gress has provided additional support. 


FUNDS FOR RESERVE FACILITIES 


There is another matter of critical importance which we wish to emphasize 
to your committee and which we have found from experience to have great bear- 
ing on all defense programs. This is the earmarking of funds appropriated for 
Reserve facilities. We urgently request that language incorporated in the fiscal 
year 1957 act be repeated: that such appropriations shall be used solely for Re 
serve Public Works and any funds appropriated for Reserve facilities by this 
act, or any act, shall be used for the sole purpose for which they were appro- 
priated. 

Based on reliable and factual information publicly confirmed in the press, the 
Secretary of Defense has stated that reductions in military personnel are planned 
to match a budgetary dollar Defense Department limitation. This new circum- 
stance is in conflict with the earlier pronouncement of Secretary Wilson approxi- 
mately a month ago that there was no reduction in force planned. The Reserve 
Officers Association has had earlier knowledge that the request of the Depart- 


ment of the Army was reduced by Department of Defense and Bureau of Budget 
decisions and directive advice. 


EFFECT ON PUBLIC LAW 305 


The Reserve Officers Association knows that failure to receive adequate ap- 
propriations by the Department of the Army will result in a repudiation of the 
recently approved Public Law 305 and the will of Congress to maintain the essen- 
tial balance of an active Military Establishment with appropriate supplementary 
Ready Reserve personnel and components. It is axiomatic that any reduction in 
the Regular or active military forces should simultaneously be compensated for 
by the correct and proportionate increase in Ready Reserve resources for the 
defense of this Nation. 
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An example is the chain reaction which will be put in motion by any arbitrary 
reduction in the active duty establishment military personnel appropriations. 
While the $38,400,000 reduction in the amount requested by the President for 
the Air Force seems small in relation to the total budget, it will do serious harm 
to the long-range fulfillment of the Air Force mission. To absorb this cut in ac- 
tive duty force resources will increase the problems in connection with personnel 
management and utilization, and the creating of incentives for officers and air- 
men with urgently needed skills and training to make a career of the Air Force. 

It is the understanding of the association that the restrictive influences on 
Department of the Army appropriations by the Department of Defense and the 
Bureau of the Budget will necessitate reductions in force of both Army Regulars 
and extremely limited Reserve participation in the areas of 6-month training, 
United States Army Reserve officer schools, mobilization designees, and annual 
actice duty for training. 

The Department of the Army originally requested appropriations to sustain and 
maintain the recommended 775,000 reservists. Failure to appropriate sufficient 
funds for 775,000 Army and National Guard reservists will immediately establish 
the above-described handicaps for progressive achievement of the Reserve Forces 
Act of 1955, the improved status of Reserve components, and greatly reduce the 
validity of Reserve Power in the minds of the Nation’s citizens. The Department 
of the Army will be required to restrain recruiting efforts or reduce immeasurably 
many of the incentives now encouraging Reserve participation. The reduction 
or deactivation of certain Ready Reserve units is positively controlled by the 
availability of funds for training. These reduced Reserve activities will result 
in loss of experienced and trained Reserve leadership. Without the recommended 
increase in manpower and funds, the successful progressive momentum of the 
Reserve achievement of the Department of the Army will be positively retarded. 


WORK WITH ALL SERVICES 


The Reserve Officers’ Association has worked closely and intimately with all 
services to implement effective accomplishment in development of this Reserve 
power in behalf of national defense. We have shared with all services the many 
problems of recruiting and training in order to assure a truly “Ready Reserve.” 
It is gratifying to record constructive accomplishment by the United States Navy, 
United States Marine Corps, United States Coast Guard, United States Air Force 
and the procurement of American youth for participation in the Reserve programs. 

Stimulated solely by the recent coordinated training programs mutually ac- 
cepted by the Department of the Army Reserve Forces and the National Guard as 
evidenced by the results of growing enlistments, the purpose of this statement is 
to recommend that the Army manpower ceiling for Ready reservists be established 
at this time for 350,000 Army reservists and 425,000 National Guard reservists 
with the required appropriations to support them. 


CEILING IRREDUCIBLE MINIMUM 


It is the considered opinion and conviction of the Reserve Officers’ Association 
that this ceiling is an irreducible minimum requirement. There is factual evi- 
dence by the growing acceptance, nationwide, that the Department of Army, by 
its well-grounded and planned procurement procedures, will have an excess of 
applicants over this figure of 775,000 through the combined efforts of the Army 
Reserve and National Guard Reserve recruiting program. 

The close association and participation of the Reserve Officers’ Association 
with the Department of Army Reserve program convinces the association of 
the capacity of the Department of Army to absorb and train the applicants or 
recruits for this military requirement of citizenship. The recruiting progress of 
the Army and the National Guard which has mushroomed rapidly establishes 
assurance that the manpower ceiling we recommend has become available. 

It is further urged that the Congress provide positive leadership to achieve 
this desirable and necessary strengthening of the responsibilities of the Depart- 
ment of the Army for national defense. By the provision of adequate funds 
for these Ready Reserve forces, Congress will provide to the executive branch of 
our Government the resources to sustain and maintain the sound, economical pro- 
cedure of providing Reserve power to national defense at a lessened cost. 
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OBLIGATION TO SUPPORT SECURITY PROGRAM 


We believe our recommendation is still consistent with, and has become jp. 
creasingly effective in, a criteria established, which the Reserve Officers’ Asggogj. 
ation of the United States presented in its initial statement in support of what 
is now Public Law 305: 

“First, we must, through every device possible, so educate every American to 
accept the concept that there is an obligation of citizenship on the part of eaep 
American to support our security programs, in general, and that every able 
bodied American of appropriate age owes 8 years of obligatory service to the 
military. 

“Second, the services must give each individual such progressive and worth. 
while training that he will believe that what he is doing is worth while and that 
it is a proper discharge of his citizenship obligation.” 

The military services have now established and created in the minds of ony 
citizens an acceptance of the obligation of citizenship to support our security 
program. It is incumbent that the maximum number of individuals be given 
that opportunity and be accorded progressive and worthwhile training in behalf 
of that obligation. 

We wish to urge strongly that this committee appropriate additional funds to 
provide for an increased Department of Army Reserve Force of 775,000 instead 
of the currently requested 697,000. This will increase the authorized strength 
for Army reservists from 297,000 to 350,000, and the National Guard from 
400,000 to 425,000. 

The Reserve Officers’ Association appreciates this opportunity to make this 
statement, and again thanks your committee for their consideration. 





RESERVE 





PROGRAM VITAL 


Colonel Zetiter. We do request earnest consideration of each and 
every point. We think the program of the Reserves is very vital to 
the defense of the Nation at this time and it certainly takes the high- 
est thought that anyone can give to it. 

I certainly appreciate the comments of your distinguished colleague, 
Senator Thurmond. He served our organization long and well and 
we appreciate his cooperation as an active participant in the Reserve 
program. ° 

At this time after recording my statement with your committee, 
I would like to ask Maj. Gen. Mel Maas, a former Congressman, to 
make a few remarks to the committee in regard to the Reserves. 
Senator Cravez. I know General Maas very well personally. 


STATEMENT OF MAJ. GEN. MELVIN J. MAAS, USMC (RETIRED) 


NEED FOR 





READY RESERVE 


General Maas. Mr. Chairman, I will be brief. The statement 
which will appear in the record will give our detailed position, but 
we are very much concerned at the present trend. 

In 1955 the Congress very properly determined that we had to have 
an actual Ready Reserve, it has to be r eady both in the sense of being 
available and also ready in the sense of being trained. We are fear- 
ful now that with the reduction in the Active Forces that instead of 
the proper thing, which is then to augment the Reserves, it is going 
the other way. 

The Active Forces are being reduced and the Reserves are also 
being reduced, not by any act of Congress other than the failure to 
get adequate appropriations to maintain the Reserve. 
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The Joint Chiefs of Staff have determined what the overall require- 
ment, standing forces and Ready Reserves, are, to meet our 
commitments. 

To our knowledge there has been no change in those commitments. 
We are extended all over the world and largely by standing forces 
and for any mobilization we must have an instantly available Ready 


Reserve. 
INADEQUACY OF FUNDS 


One of the things that disturbs us very much is that particularly 
where we need support the most, that is on experienced officers and 
experienced enlisted men who in the Army are in the schools and the 
mobilization designees and for the active trainees, 2 weeks’ active duty 
in the summer, an inadequate amount of money has been requested. 

I don’t say where it got lost along the way, but in any way what is 
presented to you isa grossly i int rdequi ite amount to support the Reserve 
which the Congress itself determined is the minimum necessary to 
meet our military commitments. 

There seems to be a philosophy that if any place can be cut it can 
be among senior Reserve officers. Therefore, the biggest cut will be 
in lack of provision for training in the schools and mobilization 
designees. 

To our mind this is a reversal of the actual requirement. 

Some people seem to think that all we need in the Reserve are junior 
officers and enlisted men. It is just the opposite. We can make junior 
officers in time of war at the same time that we are training new re- 
cruits and in about the same time, but you cannot make experienced 
officers. 

And taking a captain in the regular service and putting eagles on 
him does not make him a colonel. It only gives him colonel’s pay. It 
will not satisfy the requirements of having experienced and trained 
senior officers from majors up who will constitute the greatest require- 
ment when mobilization comes. 


MINIMUM REQUIREMENTS UNCHANGED 


So we feel that the minimum requirement has not been changed any. 
We need 425,000 for the Army National Guard and the minimum of 
350,000 for the Army Reserve. 

Less than that will simply not permit us to meet our mobilization 
requirements. 

I have just one more word on this: No matter what kind of war we 
might be forced into, whether it is a nuclear war or whether it is con- 
tinued peripheral wars without nuclear weapons, our requirements for 
the manpower is the same. If we should be so unfortunate as to be 
involved in a nuclear war there will be large losses instantaneously of 
personnel and they can be made up only by an actual Ready Reserve 
that can be immediately mobilized. 

If, on the other hand, we find this cancer of incident-type wars 
around the world, we have the same requirement for the manpower to 
meet those commitments. 

We are very fearful that the Reserve is seriously in jeopardy. We 
would, therefore, strongly petition you to see that adequate minimum 
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funds are made available so that we can maintain the Reserve that you 
in Congress said you felt were required. 
Thank you very much. 


RESTORATION OF CUT NEEDED 





Senator Cuavez. General, the record indicates this picture: The 
budget estimate was $207 million for the Army on this particular item, 
The House cut it to $ $197 million, or $10 million. 

Mr. Minton. May I speak to that? 
Senator Cuavez. Yes. 


STATEMENT OF HUGH M. MILTON II, ASSISTANT SECRETARY OF 
THE ARMY 


ARMY REQUEST FOR RESTORATION 





Mr. Minton. We did ask for the restoration of the $10 million, and 
the House did restore it. The House initially took it out. We made 
a very strong reclama, and the House did put it back, on the floor, in 
the form of a transfer from available funds. 

So our position is for retention of that $10 million. We just abso- 
lutely will go out of business if we don’t have that $10 million, sir. 

General Maas. In addition to that $10 million, we feel there should 
be $5,400,000 additional to that $10 million to maintain the training in 
the schools, mobilization designees, and for the active-duty trainees. 

Senator Cuavez. The committee will get a copy of the bill as it 
passed and will assure you that all consideration will be given. I be- 
lieve in the program, and I feel, like you, that national security is more 
important than dollars and cents at this time. 
Thank you so much. 


REQUEST TO RETAIN RESERVE FUNDS 





Senator Sauronstatu. Mr. Chairman, may I ask a very respectful 
question? I was called out of the room on urgent business. I did have 
one question that I was very anxious to ask General Maas. 

General Maas. Yes. 

Senator Satronstatu. I apologize for being called out of the room. 
Now, I do not get whether or not you gentlemen are asking for the 
restoration of $10 million in the Reserve personnel of the Army, or not. 






ADDITIONAL FUNDS REQUESTED 


General Maas. That has been restored. We very strongly urge you 
to retain it. But in addition to that, Senator, we are strongly urging 
an additional $5,400,000 which is not in the House appropriations and 
apparently was not requested by the Bureau of the Budget for the 
training of mobilization designees, the USAR schools, and for active 
duty, the summer active- duty t training. 

We feel that there will be a very serious shortage in the Reserve 
program unless that $5,400,000 is included. 

If you do not do it, we simply are not going to have the Reserve. 
Senator SatronstaLL. Was that in the original estimates ? 
General Maas. No, not as it came to the Congress. 
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Senator SattronsraLuL. Then that never came to the Congress? 
General Maas. No. 
Senator Sauronstraty. Then you are making a request now that 


that be included ? 


General Maas. Yes, and we would like to have you get the informa- 
tion from the Army as to just what deletion will have to be made in 
the planned training program if they don’t have it. 

Senator Sarronsrauu. Is this an Army program ? 

General Maas. I am referring just to the Army. Fortunately, the 
Navy, Marine, Air Force Reserves are in pretty good shape. 
Senator SatronstaLuL. Mr. Milton, what do you s: ay to that? 





PAY STATUS OF MOBILIZATION DESIGNEES AND STUDENTS 

Mr. Miron. Everything that General Maas says is correct except 
that pay for mobilization designees and USAR school students was 
included in the original submission, in order to maintain the strength 
contained in the budget we will have to take the mobilization designees 
and the USAR students out of pay status. 

Senator SavronstaLtt. What do you mean by taking them out? 

Mr. Minton. At the present time we have in our troop bases X 
thousands of senior reserves who are assigned to special jobs, come 
mobilization, the Department of the Army, Zone of Interior Army, 
Headquarters, and so forth. We have been giving them 12 to 24 paid 
drills per year and 15 days of summer camp. 

Now, they are our senior reserves to whom General Maas just made 
reference. 

Now under the limited program which we have, we are going to have 
to take those mobilization designees and those USAR’s out of pay 
status and use that money for the training of the 6-month man and the 
junior officers. 

Now, that is the point to which he is referring. 

The budget which came to the Congress did have the $5 million for 
pay of mobilization designees and USAR students. 

Senator SatronsraLy. Did the budget which came to the House 
have it included ? 

Mr. Minron. Yes, sir; it did. 


REQUEST NOT IN BUDGET 


Senator Sarronsraty. In the case of the National Guard, you and 
Mr. Brucker and the Army authorities are requesting or approving of 
this $85 million which we are going to hear about in a few minutes? 

Mr. Mirron. That is right. 

Senator Satronsta.u. Now, that was not in the original budget? 

Mr. Mitton. That is right. 

Senator Satronsratu. This is also an amount which was not in the 
original budget ? 

Mr. Mizton. That is right. 

Senator SatronsTaLu. Does the Army also approve of this addi- 
tional request ? 

Mr. Miuron. We have made no such request. 

Senator SaLronsTau. I understand that, but if we put it in, are you 
going to oppose it ? 

Mr. Minron. Under the ceilings that are imposed, I think our posi- 
tion would have to be “Yes.” 

Senator Sauronstauu. All right. 

92576—57-—88 
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That you would oppose it? 
Mr. Mitron. Yes. 
Senator Cuavez. Due to the ceiling placed on expenditures of $38 
billion ? 

Mr. Mirron. Yes. 

I wonder if I might add this, Senator Saltonstall and Senator 
Chavez: Mel Maas and the rest of us have worked so hard to get this 
Reserve program rolling. For 10 years the 2 of us and others have 
exerted every ounce of energy we could to get the Reserve strength up. 








EFFECT OF DOLLAR 





SCARCITY ON PUBLIC RESPONSE 


Within the last 4 or 5 months we touched the mainspring which in 
my considered opinion right now can give this country any number 
of reservists, highly trained, and by ‘that I include the National Guard, 
that we would ever want. I mean by that we have finally struck the 
mainspring which gave us a public response. It is rather disappoint- 
ing to have that response come at a time when the atmosphere for the 
dollars to support it is contrary. 

Senator Sauronstauy. In other words, as the former head of a uni- 
versity and a responsible, reliable, sincere, honor able citizen, you take 
a slightly different position than you do as Assistant Secretary of 
the Army d 

Mr. Mitron. You must realize that it is terribly disappointing to 
me to have worked as hard as I have over a decade and when I use 
the first personal pronoun, I don’t mean it was through my effort, be- 
cause everybody has been working, but once we got this thing going 
I am convinced that your National Guard and USAR can go to twice 
its present strength. 

Senator Cuavez. The way I see the picture here now, if you were 
to increase the Reserve 6-month trainees by 20,000 it would be neces- 
sary to appropriate $20 million to the Reserves and then $20 million 
more for operation and maintenance ? 

Mr. Miron. I don’t quite reconcile those figures. 


STATEMENT OF MAJ. GEN. ROBERT S. MOORE, OFFICE OF ASSISTANT 
SECRETARY OF DEFENSE (COMPTROLLER) 


ARMY 





POSITION ON MATTER REQUESTED 

General Moore. Mr. Chairman, that requirement was brought out 
very clearly by a represent ative of the Army, General Lindemann. 

In the event that Congress in its wisdom desires the Department 
to continue the training of the 6-month trainees in an orderly manner 
and to avoid having no funds at all for new 6-month trainees in the 
fiscal year 1958, that would be caused by the fact that the program, 
agreed to by the Organized Reserve people and the Guard and the 
Department become so popular that they now have on the rolls so 
many that will carry over for training into the fiscal year 1958 that 
they will require—when I say they, I mean those who will be on the 
rolls at the end of this fiscal year ‘all of the fund for their training 
provided within the limits of the President’s budget. 

The committee requested, and I am still attempting to get, a state- 
ment of the position of the Department with respect to that addition. 

















DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1391 


Senator SALronsTaLL. On the addition, what do you mean; the 
addition of $5,400,000 ? 

General Moore. The $20 million in the appropriation “Organized 
Reserve” and the $20 million in the appropriation “Maintenance and 
operation,” which ‘would be required for the expenses incident to this 
training over and above the pay of the people involved. 


AMOUNT REQUIRED TO MEET RESERVE’S REQUEST 


Senator Sauronstrati. Then, General Moore, let us put it this way: 

If we gave to the National Guard the $85 million about which Gov- 
ernor Brucker and Mr. Milton spoke, and to keep the guard at the 
400,000 level, if we gave the Reserves what they need, what Mr. Milton 
and General Maas just testified to, that will require an additional $40 
million; is that correct, $20 million for pay and $20 million for opera- 
tion and maintenance which the chairman just brought out ? 

General Moore. The $20 million has to do with the 6-month trainees 
inthe Reserve. The amount for the guard is separate and above that. 

Senator Savronstatt. What I mean is that you have two kinds of 
reserves: You have your National Guard and you have your Reserves. 
There is no estimate for an amount that the National Guard and Mr. 
Milton and Governor Brucker say is $89 million in excess of the esti- 
mate ¢ 

General Moore. Yes, sir. 

Senator SALTONSTALL. $89 million in excess of the estimate / 

General Moore. I believe that is right. 

Senator SaAvronstTaL.. My question is: If we do the same thing for 
the reserve as the National Guard has requested that means an addi- 
tional $40 million ? 

General Moore. Yes, sir. 

Senator SauronstaLu. $20 million in salaries and $20 million in 
maintenance and operation / 

General Moore. Yes, sir. 

Senator SavronstauL. Thank you. 


PROVISION IN HOUSE BILL 


There is another thing I want to clarify. I am quoting now from 
page 8 of the bill itself as it came from the House. It has this proviso: 


Provided that $10 million of the unobligated balances of the appropriation 
“Reserve personnel, Army, 1957,” shall remain available until June 30, 1958, and 
shall be merged with the appropriation “Reserve personnel, Army,” made by this 
act. 

In other words, the money that we appropriated for 1957 is avail- 
able for the Reserves for 1958. 

Mr. Mirron. Not all of it. We had an $18 million carryover in 
the USAR and $10 million carryover in the National Guard. They 
took $10 million out of the Reserve and said make it available for 
L958, 

Senator Cuavez. They did not let vou have the other eight / 

Mr. Mirron. No, sir. 
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SUMMARY OF FUNDS NEEDED 







Senator Satronsrauu. I have one more question. 

Where does this $5,487,000 come in? Is that included in the $49 
million ? 

General Maas. No. The $40 million relates to the 6-month traingds, 
The $5.4 million relates to the United States Army schools and mobi- 
lization designees. 

Senator SattonstatL. That is what you are talking about? 

General Maas. Yes. 

Senator SavronstTaLy. So if we give the Reserves everything that 
you and Mr. Milton ask for, we would have to give $45,487,000 in 1 addi- 
tion to what the budget estimate is. 

General Maas. That is correct. 

Senator Cuavez. Senator Symington, do you care to ask any ques- 
tions? 

Senator Symrneron. I just came in, Mr. Chairman, and I will 
reserve questions. 

Senator Cuavez. This is on Reserve personnel. 

Senator Syminetron. Lam sorry, Mr. Chairman. I have been at the 
agriculture. I have no questions. 

General Zetier. Thank you very much. 

Senator Cuavez. General Sage. 






























NATIONAL GUARD ASSOCIATION OF THE UNITED STATES 


STATEMENT OF MAJ. GEN. CHARLES G. SAGE, ADJUTANT GENERAL 
OF NEW MEXICO 





GENERAL STATEMENT 





General Sacre. Mr. Chairman, I have a prepared statement that is 
really short. If it isagreeable to you, I will read it. 

Senator Cuavez. Proceed. 

General Sacre. Mr. a iirman and members of the committee, I am 
Maj. Gen. C harles G. Sage, the Adjutant General of New Mexico. 

I am here today in a ‘dual capacity, representing the Adjutant Gen- 
erals’ Association, of which I am vice president, and at the request of 
Maj. Gen. Ellard A. Walsh, who is unable to be present, I also am 
speaking for the National Guard Association of the United States. 

I would like the record to show that I am accompanied by: Maj. 
Gen. William D. Partlow, Jr., the Adjutant General of Alabama; 
Brig. Gen. Mark H. Galusha, executive assistant, National Guard As- 
sociation; and Brig. Gen. John L. Strauss, general counsel, National 
Guard Association. 

We are most grateful for the opportunity to appear before the 
committee in behalf of the National Guard conce rning the proposed 
annual appropriations in support of the Army National Guard and 
Air National Guard, as contained in H. R. 7665. 


















AIR NATIONAL GUARD 





With respect to the Air National Guard, we are gratified with the 
program developed, and the support rendered for this important part 
of the reserve forces of our country. 
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I know the committee has been told of the outstanding progress 
made by the Air National Guard and the vital part the guard i is play- 
ing in the active air defense. 

We recommend the appropriation of the same amount as passed 
by the House for the support of the Air National Guard. 

The Army National Guard also has made unprecedented progress 
during the present fiscal year. A year ago, this committee made this 
progress possible by increasing the appropriations for the Army 
National Guard to provide for a year-end strength of 425,000 mem- 
bers. 

In April we reached the grand total of 434,000, the greatest in the 
long history of the Army National Guard. This strength will be 
reduced to the appropriated strength of June 30 through selective 
discharge and the establishment of ceilings beyond which the States 
cannot recruit. 

The Army National Guard generally is well equipped in adequate 
amounts for training needs. Rapid progress is being made in training, 
and the number attending Army training schools of various types 
has reached an alltime high. 

The reenlistment rate is the highest we have ever reached, exceding 
70 percent. 

This committee justly can take a lion’s share of the credit for the 
present excellent state of the Army National Guard. 


PROVISIONS OF HOUSE BILL 





H. R. 7665, as passed by the House, provides sufficient funds for 
fiscal year 1958 to support an average strength in the Army National 
Guard of 400,000 cintiewhs However, money for 6-month training is 
now the key to strength, because all of our recruits without prior serv- 
ice must attend 6-months of active-duty training. 

Included in this appropriation is $17 million to pay the National 
Guard Bureau’s cost for members entering the 6-month training. 

However, the plain facts are that this $17 million will not pay for 
the training of those presently recruited who will continue their train- 
ing after July 1 or are awaiting assignment to the training program. 

‘Approximately 4,000 young men ‘already recruited with the under- 
standing that they will take 6-month training cannot be ordered to 
this training unless more funds are made available. This same short- 
age of funds will stop all further recruiting of men without prior 
military service during fiscal year 1958. 


EFFECT ON GUARD STRENGTH OF SHORTAGE OF TRAINING FUNDS 


Maj. Gen. D. W. MeGowan, Chief of the Army Division of the 
National Guard Bureau, at his recent appearance before this commit- 
tee, presented charts showing how seriously the shortage of training 
money will affect the strength ¢ of the Army National Guard. His charts 
indicated that the proposed 400,000 strength will drop to approxi- 

mately 360,000 because for all practical purposes the only source of 
new members will be from those with prior military service. 

I know as far as New Mexico is concerned, that unless we can enlist 
young men without prior service we can replace only a small percent- 
age of those leaving the guard, and our strength will drop very 
rapidly. 
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The fiscal year 1958 budget was submitted to the Congress prior to 
the commencement of the requirement that all men without prior mili- 
tary service entering the Army National Guard must take 6 months of 
active-duty training. 

The Department of the Army has estimated that to maintain 400,000 
in paid-drill status, an input of 60,000 trainees into 6-month training 
and 7,500 into 11-week training will be required. 


ADDITIONAL 





FUNDS RECOM MENDED 


For those reasons the Secretary of the Army submitted a written 
request to the Secretary of Defense that additional funds be made 
available for the training program of the Army National Guard. 

The Secretary of the Army recommended an additional $45 million 
for the Army National Guard, plus an additional $44 million for the 
active Army to support its share of the training costs. 

The Secretary has stated that these additional funds are necessary 
to support the required input and we concur in the recommendations 
of the Secretary of the Army. 

Without the support of this committee in increasing the appro- 
priations for the Army National Guard for fiscal year 1958, the prog- 
ress which you made possible in fiscal year 1957 will be wiped out. 

We know, as in past years, this request will receive your careful and 
informed consideration. 

Before concluding my statement, I want to thank the members 
of this committee for their continuing interest and assistance in mak- 
ing the Army National Guard and Air National Guard the potent 
Reserve force that they are today. This gratitude comes from all 
members of the National Guard throughout the States and Territories. 

If there are questions, either I, or those who are with me, will attempt 
to answer. 


Senator Ciiivez. Thank you, General. At this point I want to in- 
clude in the record a letter received from General Henry, of the State 
of Tennessee, supporting the conclusions reached by General Sage. 
(The letter referred to follows :) 


STATE OF TENNESSEE, 
OFFICE OF THE ADJUTANT GENERAL, 


Nashville, June 13, 1957. 
Hon, CARL HAYDEN, 


Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 

DraR SENATOR HaypEeN: In April 1957, the Honorable Wilbur M. Brucker, 
Secretary of the Army, addressed the Adjutants General Association in Wash- 
ington at their annual convention. He advised the assembled adjutants general 
of the various States as to the memorandum of understanding between the 
National Guard Bureau, Department of the Army, and the Vinson committee 
which was occasioned by the arbitrary directive of the Department of the 
Army that each new enlistee in the National Guard must take 6 months’ active- 
duty training to be eligible for pay. 

This memorandum of agreement provided for the 6 months’ active duty for 
training for all enlistees who had not had prior service, assured the National 
Guard of a floor of 400,000 and all of the quotas it wanted, when it wanted them, 
for 6 months for active-duty training for qualified personnel. 

Since that time the State of Tennessee has been building, in all good faith, a 
sound training program based on the 6 months’ active-duty training for each 
new enlistee in order to maintain our National Guard quantitatively strong and 
qualitatively ready, which I feel is so important to the defense of our beloved 
country with world conditions as they are today. 
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May I call to your attention that on May 21, 1957, the House Appropriations 
(Committee reported Department of Defense appropriation bill, H. R. 7665 to 
the House having cut said appropriation $2.6 billion. The bill includes $320 
pillion for Army National Guard and provides for a beginning average and 
year-end strength of 400,000 in contrast to present actual strength of 435,000. 
qhis bill further provides for only 25,000 trainee input into 6 months’ training 
program. Since the National Guard Bureau will have to defray its share of 
cost of 6 months’ and 11 weeks’ trainees now in training, out of fiscal year 1958 
funds, only 5,000 new trainees can be enrolled in 6 months’ training program for 
fiscal year 1958. 

For all practical purposes such a limiting figure would mean a maximum 
quota of about 100 trainees per State for the entire year. Tennessee currently 
has requests for 72 trainees for input for July 1957 which would in effect stop 
participation in the 6 months’ training program by an early date in August. 

The present regulations under which we are recruiting require all non-prior- 
service personnel to take 6 months’ active duty for training. The cut as effected 
by the House committee would, therefore, stop recruiting from our greatest 
source of enlistees in the National Guard and our strength would gradually 
diminish due to attrition during the fiscal vear 1958. 

I strongly urge that the strength of the Army National Guard for June 30, 
1958, should be fixed at 425,000 enrolled strength or 400,000 paid drilling strength 
with a minimum of 50,000 and preferably 60,000 G-month trainees. Unless 
the Senate provides for strengths indicated above it is believed that the Army 
National Guard's total enrollment will drop to 350,000 or less in the fiscal year 
of 1958. 

Your support in assisting the National Guard to maintain its strong position 
in our Ready Reserve is urgently requested. 

Sincerely, 
Joe W. HENRY, Jr., 
Vajor General, Tennessee National Guard, Adjutant General. 





BUDGET TO CARRY FUNDS FOR PROGRAM 





FAILURE OF 





Senator Cuavez. Do you agree with that statement ? 

General Parrtow. We were requested and agreed to go into this 
6-month program on the basis that we could not enlist any persons 
in the National Guard without prior service unless they took the 
6-month program. 

At the time that was under discussion over in the House we brought 
up the question of the expense of it: and we were told not to worry 
about that because that was the Army’s responsibility. 

Now we find ourselves in this position: That the budget being pre- 
pared before the program was put into effect failed to carry funds 
for the training of these 6-month trainees. 

We are faced with a situation that the 6-month program is required 
for enlistment of a non-prior-service man, but that there will be no 
6-month program, which means that we cannot enlist, and means 
our strength will be reduced, it is estimated, approximately fifty or 
sixty thousand troops. 

In the State of Alabama that would mean a reduction of 3,000 to us. 

As Mr. Milton has said, many of us have worked for many years 
for adequate training of the Reserves. The popularity tap has been 
hit. The young men are liking it and they are going into it volun- 
tarily, and it is something that many of us have encouraged for a 
number of years. 


FEDERAL GOVERNMENT RESPONSIBILITY 


It seems to me that since this program has been undertaken at the 
suggestion of, you might say, the Federal Government, in all good 
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faith to the States we should provide these young men with the funds 
to pay them for taking the training that is being required. That js 
what the $89 million requested is for, sir. 
Senator Cuavez. Thank you. 
General Galusha. 
General Gatusua. I have nothing to add. 
Senator Cuavez. You agree generally with the statement made by 
General Sage and General Partlow ? 
General GaLusHa. Yes, sir. 
Senator Cuavez. General Strauss, have you a statement to make? 
General Strauss. No, sir. 
Senator Cuavez. Are you in agreement? 
General Srrauss. I am definitely in agreement, Mr. Chairman. 
Senator SatronstaLu. The agreement is the need is $89 million? 
General Sacre. That is right. 
General Parrtow. That is, if we are to maintain our strength. 
Senator Cuavez. Thank you, General Sage. 
General Sage. Thank you, Mr. Chairman. 


POSITIONS OF ARMY AND DEPARTMENT 






Senator Sautronstaty. Mr. Milton, do I understand correctly that 
Governor Brucker and you, as head of the personnel of the Army, ap- 
prove of the recommendation of the National Guard Association and 
the National Guard officers, that if the agreement between the Depart- 
ment of Defense, or the understanding between the Department of 
Defense and the subcommittee of the Armed Services Committee, is 
carried out at 400,000 personnel, that this $89 million is necessary and 
should be added by the Senate committee to the budget ? 

Mr. Mirron. That is the position of the Army and we have submit- 
ted the request to the Department of Defense. 

Senator Satronstatu. The Department of Defense has not approved 
it as such? 

Mr. Minton. We have not gotten word back. 

Senator Sauronstati. And the Budget Bureau has not approved it? 

Mr. Mitron. No, sir. 

Senator Satronstautu. If the agreement is to be carried out, then 
you as responsible head of the personnel of the Army are convinced 
that this $89 million is necessary ¢ 

Mr. Mruron. At this particular moment, I don’t see how we can 
maintain the strength of the 400,000 with the prior training unless we 
get the $89 million. 


LETTER FROM SENATOR MARTIN OF IOWA 


Senator Cuavez. General Milton, I have a letter here from Senator 
Martin of the State of Iowa, which states: 


I wish to recommend and urge as strongly as possible the restoration of the 
$75,000 item for the transportation of civilians from the States to undertake 
the marksmanship and instructor training afforded by the Small Arms Firing 
Schools at Camp Perry. This item is highly important to a strong national 
defense. 

I know from my observations and firsthand experience from actual training of 
raw recruits during the Mexican campaign that our boys needed more encourage- 
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ment in organized and supervised rifle training in the years before they enter 
service and later years also. 


While serving on the Committee on Military Affairs of the House of Repre- 
sentatives I made the same observations at the outbreak of World War II in 
Burope in 1939 and our first mobilization. Wherever we found men who had 


received good training in the use of firearms we found much better material for 
Jeadership in our hour of peril. 


The amount involved in this instance is extremely modest in size compared to 
the real benefits that will inure to the cause of defense training of our civilians. 


Have you any views? 


IMPORTANCE OF CIVILIAN TEAMS 


Mr. Mirron. I certainly do. I have very strong views. Prior to 
World War II, the Congress also provided for the training of these 
civilian teams. These are the men who are trained at Camp Perry 
and then go back to the little villages and towns all over the country 
and train these lads from 14 to 18. That is where we are laying the 
emphasis, where you people have said you wanted the emphasis placed. 

ince World War II we have never had an item in the budget that 
would enable us to defray any part of the transportation cost and per 
diem while these teams were at Camp Perry. Prior to World War II 
we had as many as 52 teams in training. Last year we only had seven 
of them. We believe that it is a very essential part of the program. 


FATE OF ITEM IN 1957 BILL 


Last year this committee went into this item very, very deeply, and 
ou asked for restoration of $128,000. We had asked for it before the 
ouse. ‘The House took it out. When we came before this committee 
you insisted that it be put back in. In conference the $128,000 was 
taken out. 

This year we think we can get by on $75,000 rather the $128,000 
because we have found that we could reduce the teams from 17 to 10, 
from 52 States and Territories. We believe that it is vital that we 
train these youngsters between the ages of 14 and 18 on how to use the 
rifle. We think of it as preinduction training. We, therefore, re- 
quest the restoration of $75,000. 

Senator Cuavez. Thank you. 

General Parks, you may proceed now on behalf of the National 
Rifle Association teams. 


STATEMENT OF LT. GEN. FLOYD L. PARKS, UNITED STATES ARMY, 
RETIRED 


PROMOTION OF RIFLE PRACTICE 


General Parxs. Mr. Chairman, my name is Floyd L. Parks, lieuten- 
ant general, United States Army, retired. 

I appreciate the opportunity to appear before this committee in con- 
nection with the $300,000 item which has been recommended to the 
Congress for appropriation for the fiscal year 1958 under the title 
“Promotion of Rifle Practice, Army.” 

I am here representing the National Rifle Association of America in 
my capacity as executive director of that organization. I am also a 
member of the Executive Committee of the National Board for the 
Promotion of Rifle Practice. 
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I am confident that the members of the committee are aware of the 
program and activities of the National Rifle Association of Amerie, 

For the record, however, I would like to outline briefly its relation. 
ship to the National Board for the Promotion of Rifle Practice and the 
vital concern of the National Rifle Association with the appropriation 
of $300,000 which was originally poquasted by the Department of the 
Army before the House cut it to $225,000. 













































NATIONAL RIFLE ASSOCIATION 






The National Rifle Association is a nonprofit or ganization of more 
than 285,000 individual members, and approximately 7 7,000 affiliated 
membership organizations. It was chartered in 1871 for the purpose 
of improving its members in marksmanship and of promoting a system 
of marksm: anship drill in the National Guard. 

Since then, the objects and purposes have been expanded and its 
major efforts are directed at the primary objective, “to educate and 
train citizens of good repute in the safe and efficient hi indling of small 
arms” as a public service and as a contribution to the national defense, 

The NRA cooperates with the National Board for the Promotion of 
Rifle Practice on an integrated program of marksmanship training 
conducted for the purpose of maintaining the American tradition of 
individual marksmanship. 


PROVISION OF NATIONAL 





DEFENSE ACT 





The National Defense Act imposes an obligation upon the Secre- 
tary of the Army to encourage rifle practice among able-bodied 
citizens. Active promotion of marksmanship among civilians eligible 
for military service is the responsibility of the National Board for 
the Promotion of Rifle Practice. The program is administered by the 
Director of Civilian Marksmanship of the Department of the Army. 

The National Rifle Association of America is the civilian organiza- 
tion which carries the program to organized rifle clubs. It is pri- 
marily a volunteer program sparked by the spirit of patriotism. It 
is conducted by thousands of loyal citizens who give of their time and 
effort without pay to instruct the youth of our Nation. 


CONTRIBUTIONS 





OF NATIONAL BOARD 


I know that the contributions of the program of the National Board, 
in World War II and the Korean conflict. ‘t, have been presented before 
Members of Congress several times. But I would like to summarize 
them briefly at thistime. In World War II, 158,956 men in 1,278 com- 
munities were given marksmanship training by civilian instructors 
prior to induction into the Armed Forces. 

Over 150 military and naval detachments, units from other Federal 
agencies, and war- ‘plant guard detachments were given marksman- 
ship training on civilian ranges; 450 civilians who were trained under 
the National Board program received direct commissions to conduct 
marksmanship training programs in the armed service. 

Thousands of other men, similarly trained, were given noncommis- 
sioned, warrant, or commissioned rank after entering the armed serv- 
ices and assigned duty as markmanship instructors. 
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Untold thousands of men in the Army, Marine Corps, and Coast 
Guard were taught to shoot under the direct supervision of men trained 
by the National ‘Board program. 

In the Korean conflict, auxiliary police, plant guards, and potential 
members of the Regular service, National Guard and State Guard 
units, were taught to shoot by civilians on civilian ranges. That train- 
ing is still going on today. 


ORIGINAL AMOUNT RECOM MENDED 


As I mentioned before the original amount recommended for the 
National Board for the Promotion of Rifle Practice program for the 
fiscal year 1958 was $300,000. It was cut by the House to $225,000. 
The $75,000 eliminated was carried in the President’s budget as travel 
allowances to send a civilian rifle and pistol team from each State to 
the national matches at Camp Perry, Ohio, and have them attend the 
small-arms firing schools which the United States Army conducts at 
the site each year. 

It is my belief that the $75,000 was eliminated because the House 
committee did not fully understand the purpose of sending these teams 
to Camp Perry. My appearance today is to clarify this matter and 
urge that the $75,000 be put back in so that the States may receive the 
full benefit of the program of the National Board. 


NECESSITY FOR FUNDS RESTORATION 


I will try to give you a picture of what this sum represents and show 
you why it is essential to the training in marksmanship which the Na- 
tional Board conducts. 

As an Army officer I know there is no such thing as too much rifle 
practice, and the earlier we start training our American youth, the 
stronger our national defenses become. Mar ksmanship training is best 
absorbed by young men. The ability to shoot well comes only | after a 
long period of continued practice. A soldier must gain confidence i in 
his weapon and in his ability to hit the target at which he is aiming. 
Without this confidence I know he will not shoot at the enemy in 
combat. 

To give our youth marksmanship training at an early age and to 
have him proficient with small arms by the time he is called into the 
service, we need civilian instructors. "We need hundreds of civilian 
instructors thoroughly familiar with Army teaching techniques which 
they can pass on to others. 


CAMP PERRY PROGRAM 


Camp Perry, Ohio, is the one place where the civilian shooter can 
receive instructor training by experts and apply what he is taught. 
We propose to get these much needed civilian instructors to Camp 
Perry by bringing a group or team from each State. While there 
they compete in the national matches as a team and put into prac tice 
methods learned at the small-arms training schools conducted at Camp 
Perry before they fire. 

This school is staffed by Fort Benning Infantry School instructors 
of the United States Army admitted to be among the world’s best, 
and thoroughly grounded in the latest techniques of service training. 
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I believe there was a sentiment among members of the House com. 
mittee that this $75,000 represented some sort of a free ride for a select 
few at the expense of the many. I believe that those who hold this 
view do not appreciate the fact that the civilians, who represent each 
State, are the product of a statewide training and selection program 
which reaches hundreds within the State. 7 

The trip to Camp Perry is the incentive which gives impetus and 
enthusiasm to the entire civilian State program, and in operation raises 
the level of proficiency and training of these hundreds. 

The civilian team members, having attended the schools and tested 
their skill and techniques in the methods currently used by the Army, 
return to their respective locales in each State to teach hundreds of 
other instructors in their States. These instructors in turn teach the 
youth of our Nation in the clubs coming under the program of the 
National Board. 

As all of us know, training is only as good as the instructors and this 
travel of civilian shooters to Camp Perry is designed to make civilian 
instructors the best possible. 


DROP IN EFFECTIVENESS OF PROGRAM 


Since World War II this program has suffered because of the lack 
of funds and it is reflected in the records of our affiliated clubs. 

The Director of Civilian Marksmanship informed me recently that 
the present qualification percentages of the members is around 12 per- 
cent while the other 88 percent fail to qualify as experts, sharps- 
shooters, or even marksmen. 

Past experience shows that the figures should be reversed. We can 
reverse them if we get the instructors. 

The way to do it is to give civilians a chance to be exposed to Army 
training methods. 

The $75,000 I would like to see go back in the budget will give civil- 
ian instructors that chance and our national defenses will be the 
stronger for it. I assure you it is money well spent. 





VALUE 





OF MARKSMANSHIP TRAINING 


As a former trainer of men for combat, I know that adequate marks- 
manship training and success in battle go hand in hand. Without one 
you cannot have the other. From many years’ experience, I know that 
a civilian going into the armed services, trained in the art of marks- 
manship, is immediately more valuable, and the amount of time and 
money required for training to make him a good combat man is 
materially reduced. 

It is still true today that the man with the rifle is necessary to win 
wars. He is the person who has to go in to take and hold the ground. 
It goes without saying that the practice a young man gets with the rifle, 
carbine, or pistol makes him a better soldier. Every boy and every 
young man that knows how to handle a gun adds to the effectiveness 
of our defenses. 

Today, practically the only place our future soldiers get sufficient 
training with small arms is through the National Board program and 
every penny appropriated for this purpose results in a real benefit to 
the Nation as a whole. 
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In conclusion, we of the National Rifle Association of America be- 
lieve that the marksmanship training program of the National Board 
for the Promotion of Rifle Practice is a vital part of our national 
defense. We believe that the activity is most economical for the Gov- 
ernment and that the results obtained are far greater in value than 
the funds expended. 

We urge you to approve the full appropriation of $300,000 and the 
implementing provisions in section 631 of the budget for the fiscal { 
year 1958. | 

Thank you. 

Senator Cravez. Are there any questions? 

Senator SyYMINGTON. Yes, Mr. Chairman. I would like to ask this 
distinguished general sever ral questions, if I may. 












IMPORTANCE OF RIFLE PRACTICE 










General Parks, based on your testimony and on your tremendous 
experience as one of the ablest officers we have ever had, is it important, 
in your opinion, that the growing American youth be taught how to 
use a rifle ? 

General Parks. Yes, sir. 

Senator Symineron. That is a refreshing observation in my opinion 
in this world today where pushbutton warfare has been very much, 
in my opinion, overemphasized. 

The more I read and study about the matter and listen to people 
who know much more about it than I do, the more convinced I am 
becoming that, if we have any reasonable success in what is now going 
on in London, there will not be an all-out nuclear war because it w would 
clearly be mass world suicide. 















ARMY NOT MERELY DEFENSIVE UNIT 









However, in recent hearings I have been disturbed by the trend 
that seems to be going on in the Army. 

It seems to me that they are shockingly short of what might be 
called strategic air-lift. Iam talking about combat lift. And at the 
same time they are spending, of their Procurement and Production 
account, 38 percent on what can be called antiaircraft regardless of 
what modern name you give it. 

We have all over the world these major commitments in places like 
Korea, where we have 2 divisions; Formosa, Indochina, Germany, 
where we now have 5 divisions with families; and now we have taken 
over an important additional commitment under the new doctrine in 
the Middle East. 

Do you not agree that it would be unfortunate if we began to con- 
sider our Army essentially a defensive unit of our Military Estab- 
lishment ? 

General Parks. Senator Symington, there is not a defensive drop 
of blood in me. You are going to have to go out and lick this fellow. 
The cutting tool of any Army is your rifleman, your man in the front- 
line. 

Until you get aggressive men in the frontline you are not going to 
win. The way to get aggressive men in the front line is to ‘get men 
with great confidence in their w weapons so that they are not afraid 
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to shoot at the enemy for fear they 
shot back. 

You have to have an aggressive man. I agree thoroughly with you 
on this nuclear concept. It is not going to change the role of the man 


in the mud at the front, and we have to have that man there, and we 
have to have lots of them. 


will disturb that fellow and be 


RUSSIAN MARKSMANSHIP 






I had the privilege of attending the Olympic games as a member of 
the international shooting union. I saw the Russians take us into 
camp with the rifle, the oreatest marksmen I think I have ever seen. 

Senator Symincron. The Russian marksmen in Australia last fall 

General Parks. Yes. I came back from there with the feeling that 
the United States must get back to a preeminent position in marks- 
manship because there on the battlefield we have to win any war and 
we are going to win it with men shooting accurately and well and with 
confidence. 

This is part of that program as far as I am concerned. 

Don’t make any mistake about it, they have the marksmen; they 
have them trained, and they shoot beautifully. They have great con- 
fidence. They feel the Americans are not so hot after all; propa- 
gandawise it is worth millions of dollars to them to win the Olympic 
Games in marksmanship. 

We have to win it back and we are setting out to do it. 
















NEED FOR DETERRENT FACTOR 


Senator Symineron. Of course, we both agree that we have to have 
the strategic deterrent capacity, otherwise we have no trading posi- 
tion. 
General Parks. Certainly. I am not for a moment saying that the 
other elements are not important. In fact, they must get the man 
there, they must keep him there. 
But the battle is won by a team keeping that man at the front. 
Senator Symineron. And following that thought, if we do reach 
what has been called a “nuclear stalemate,” or “atomic absolute,” if 
we have to fight any war, which God forbid, we have a greater chance 
of fighting a . peripher: al war than any other kind, based on our com- 
mitments around the world. 
General Parks. I agree with that. 





















IMPORTANCE OF INDIVIDUAL 





COMBATANT 


Senator Symineron. That being true, it is also a fact that all wars 
in the past have been won by the man with the knife. Whether he 
puts it on his gun and calls it a bayonet, or whether he carries it and 
goes where he is not wanted and stays there. That is the way wars 
have been won in the past, is that not correct ? 

General Parks. Wars have been won by the Roman soldier with 
the short sword, the bowman with a bow and arrow, or rifleman with 
a bayonet on his rifle. 

Senator Symrneron. You believe your program is a method of 
teaching American youth to get the same proficiency or, at least, to 
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help them get comparable proficiency of marksmanship to what you 
















> 
saw In Australia that the Soviets had; is that correct 
u General Parks. Certainly. I feel this particular item that I am 
n talking about is one of many things that must be developed. 
e You cannot teach a man to shoot unless he has lots of shooting. He 
has to have a place to shoot. He has to have the weapons. He has 
to have the ammunition to go with it, and he has to shoot, shoot, shoot. | 
We can raise the level high and from that high level we pick out | 
f the people who can go and compete for the prestige of it. 
| That prestige, I emphasize, is worth millions of dollars propaganda- 
, wise in the cold war. 
; The main thing we want is to raise the level of this whole country so 
t that we have shooters on the firing line that are second to none. 
. “SECOND PLACE” OF NO VALUE 
ae 
’ As you know, second place does not go in this business. 


Senator Symineron. Today the American people are putting a good 
many billion dollars into their Army. Based on what you saw in 
Australia and what you otherwise know, do you not agree that just 
as General Arnold said about the Air Force, a second- best Air Force 
is worth just as much as the second-best poker hand, so unless we have 
a modern army, capable of modern air mobility, and an army that is 
truly modern in every way, you could apply the same phrase and say 
that a second-best army is worth just as much as a second-best poker 
hand, and, therefore, unless we go through with our expenditures to 
obtain a modern army, we have in effect wasted the taxpayers’ money 
tothatextent/ Would that be your opinion ¢ 

General Parks. It certainly would. 

I remember General Arnold well. I remember when he made the 
statement. I agreed with it thoroughly then, and I agree thoroughly 
with respect to the second best army. 

Senator Symrneron. It also goes for the Navy and the Army, as 
well as for the Air Force 4 

General Parks. The entire Defense Establishment. 

Senator Symrneron. I believe that what is going on in London now 
may be the most important thing in our time and perhaps in the 
history of the world. Certainly if we are to obtain permanent world 
peace through some form of mutually agreed upon inspection proof 
armament, we have a better chance of obtaining that peace if we nego- 
tiate with the rulers of the Kremlin from a position of relative strength 
instead of one of relative weakness. 

Would you agree to that ? 

General Parks. I agree with that thoroughly. 

Senator Symineron. Thank you, Mr. Chairman. I have no further 
questions. 

Senator CHaAveEz. Senator 























Thye. 







UNOBLIGATED BALANCES 






Senator Tuyr. Mr. Chairman the amount appropriated in fiscal 
year 1957 was $357,000, and if I read the record correctly, there will be 
an unobligated balance. 

Am [ right on that, Secretary Milton ? 












1404 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 





Mr. Minton. We returned $110,000 out of the $357,000. And we 
did that by economies which did not in anywise lessen the program, 
We got $68,000 worth of .22 caliber ammunition from the Na 


$9,000 in shipping charges, and we have saved $41,000 in targets and 
target material. 


HOUSE ACTION 


Senator Tuye. I have not had the opportunity to read the House 
report, but did this have any influencing factor in determining the 
amount that the House approved which is $225,000? 

I am in favor of the program, so very much so that I am trying to 
determine all the facts to make certain how do we win the argument 
when we go into conference. 

Mr. Mirtron. Senator, I think I can answer that this way, if I may: 

I think the House was perfectly satisfied with everything except the 
$75,000 for the travel of these civilians. 

Senator Tuyr. You are not going to get a full participation unless 
you somehow compensate these teams of marksmen. 

Mr. Mruron. That is my firm conviction, sir. I may say that we put 
that $75,000 in at a 5-cent per mile travel rate which is less than normal 
and adollarandahalfaday. That is only a part. 

Senator Trrvz. And the program will be just as important and as 
enthusiastically participated in locally as you are successful in bringing 
the teams to the final shooting matches? 

Mr. Minton. I would certainly subscribe to that statement, sir. 







NEED FOR WORK IN RURAL AREAS 





Senator Tuy. General Parks, I have followed you in your state- 
ment and I have tried to study this question over the years. You have 
my assurance that I will do my utmost because I think one of the im- 
portant phases of our defense is to train young men. You do not have 
as many squirrel hunters today as you did have, and your squirrel 
hunter made a pretty good rifleman out of himself. 

Today we have so many living in towns and fewer in the rural areas. 
There are not the opportunities 1 now for youth to use firearms and they 
are not going to make riflemen unless they shoot rifles. 

He is going to have to practice a great deal if he is going to bea 
marksman. 

General Parks. That is right. 

Senator Ture. I am in full support of this program. I know, too, 
that Senator Hayden is an enthusiastic supporter of this program. I 
would like to comment, Mr. Chairman, that I remember regretfully I 
was not here when the National Guard appeared. I could not be here 
because I was over on the Agriculture Committee where we were con- 
sidering some legislative bills. 

That is the reason I was not here. 

I am in full support of what the National Guard Association is en- 
deavoring to do. 

I just want to comment so that the record will show that my thoughts 
and interest were with you, sir, as committee chairman, while you were 
conducting this phase of the hearing. 

Senator Cuavez. We had General Sage, of New Mexico. 
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Senator Tnye. I just finished reading his statement so I know what 
his testimony was. 

Thank you, Mr. Chairman. 

Senator CHAvez. Senator Hayden. 


VIEWS OF SENATOR HAYDEN 


Senator Haypen. Unfortunately I was detained at a Senate Com- 
mittee on Rules meeting and could not be here for the testimony this 
morning. I came in in time to hear Senator Symington and my good 
friend, the Senator from Minnesota, and I think they have covered the 
ground very well. 

They have expressed my views at least. 

I just want to ask this one question: If these civilian rifle teams do 
goto Camp Perry, as they did when I went there a long, long time ago, 
they come back as men better qualified as instructors than - you could 
obtain any other way; is that not true? 

General Parks. That is correct, sir. 

Senator Haypen. That was our experience in the National Guard. 
Men that competed and went to Camp Perry were the most valuable 
instructors we had, teaching other men how to handle the rifle. 

I think that pertains with respect to civilian rifle practice. 

As a military man based on your own experience, is there anything 
that a:man can do to protect his own life in battle better than to 
know how to handle his rifle and know how to get the other fellow first ? 

General Parks. I can’t think of anything any be‘ter, Senator. 

Senator Haypen. I think that is all I have. 

Senator Cuavez. Thank you very much for your statement, General. 

General Parks. Thank you, Mr. Chairman. 

Senator Haypen. I wish to place in the record at this point a let- 
ter dated May 17, 1957, from Major General Sverdrup, president of 
the Senior Reserve Commanders Association, with respect to con- 
tinuing the recruiting and training program for the Army Reserve. 

(The letter referred to follows :) 

THE SENIOR RESERVE COMMANDERS ASSOCIATION, 
ARMY OF THE UNITED STATES, 
St. Louis, Mo., May 17, 1957. 
Hon. DENNIS CHAVEZ 
Chairman, Senate Defense Subcommittee on Appropriations, 
Senate Office Building, Washington, D.C. 

My Dear SENATOR CHAVEZ: As intructed by the membership of this associa- 
tion as its 1957 annual meeting held on May 14, 1957, the undersigned hereby 
transmits the enclosed resolution which was adopted at said meeting and which 
urges that additional funds be asked of the Congress to ensure a continuing re- 
cruiting and training program for the Army Reserve. 

Respectfully, 
L. J. SVERDRUP, 
Major General, USAR, President. 


A RESOLUTION ADOPTED BY THE SENIOR RESERVE COMMANDERS ASSOCIATION, MAY 
14, 1957, CONCERNING CONTINUING THE RECRUITMENT AND TRAINING OF 6 
MONTHS’ ENLISTEES 


The Senior Reserve Commanders Association representing all of the 25 Reserve 
divisions and certain other major Reserve commands in meeting assembled at 
Fort Leavenworth, Kans., May 14, 1957, calls the following facts to the attention 
of— 

The chairman, Senate Armed Services Committee 
The chairman, Senate Appropriations Committee 


92576—57——_89 
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The chairman, Senate Defense Subcommittee on Appropriations 
The chairman, House Armed Services Committee 

The chairman, House Appropriations Committee 

The chairman, House Defense Subcommittee on Appropriations 
The Secretary of Defense 

The Secretary of the Army 

The Chief of Staff, United States Army 

(a) The Chief of Staff on February 6, 1957, in testimony before the Depart. 
ment of Defense Subcommittee of the House Appropriations Committee stated, 
“we have deliberately designed this program * * * so that the ceiling can go up 
as the demand goes up * * * We will take whatever the load requires.” 

(6) Testimony of Secretary of the Army Brucker at the same hearing emp. 
phasized the determination of the Army to do “whatever is necessary to meet our 
commitments under this program.” 

(c) The General Staff Committee on National Guard and Army Reserve Policy 
on May 3, 1957, adopted resolutions addressed to the Secretary of the Army 
urging him to take such action as may be required to insure adequate and ful] 
support of the well-publicized and well-received program to provide a minimum 
paid strength of 303,000 enlisted men and 78,000 officers for the Army Reserve, 

Whereas public acceptance of the outlined program, brought about by the 
untiring efforts of the Army Reserve components reflects the nationwide ep- 
dorsement of that program, it is the considered opinion of the Senior Reserye 
Commanders Association that in curtailing or stopping the training of the 6 
months enlistees the Department of Defense and the Department of the Army 
are breaking faith and will do irreparable damage to the Reserve program and 
their own prestige: Therefore, be it 

Resolved, That the Department of the Army through the Department of De- 
fense immediately ask sufficient funds from the Congress to insure that there 
be no interruption in the overall recruiting and training program as originally 
planned by the Department of the Army and the Department of Defense. This 
program continues to receive the fullest endorsement of the Senior Reserve 
Commanders Association Whose members are convinced that any such curtailing 
or stopping is contrary to the demonstrated public opinion and will defeat the 
very purpose of the Department of the Army and the Department of Defense, 
namely, a strong, well-trained Ready Reserve. 


RESERVE APPROPRIATIONS 


(See p. 838) 


Senator Cuavez. The following table was supplied at the request 
of the committee. It shows the amount of funds needed in the Army 
National Guard and the Reserve appropriations in order to augment 
their budgeted strength for 6-month trainees by 35,000 and 20,000 
respectively. 

(The information requested follows :) 


The following table outlines additional Department of Army fund require- 
ments by appropriation for fiscal year 1958 to cover increased National Guard 
and United States Army Reserve participation in the 6 months’ training program, 
if the committees decides to provide for 55,000 additional 6 months’ trainees over 
and above the President’s budget. 
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Reserve - - 
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Additional 
| number of 
6-month 
trainees over 
and above 
the Presi- 
dent’s 
budget 


Appropria- 
tion, Army 
National 
Guard 


35,000 | $45, 000, 000 


0 


APPROPRIATIONS, 


1407 


1958 


Appropria- 
Appropria- | tion, Opera- 
tion, Reserve, tion and 
personnel, | maintenance, 
Army Army 


' 


0 | $44, 000, 000 
$20, 000, 000 | 20, 000, 000 





45, 000, 000 


20,000,000 | 64, 000, 000 


1 The costs of the National Guard are proportionately greater than the Reserve because the National ° 
Guard costs include not only the additional 35,000 6-month trainees but also 16,000 more 6-month trainees 
earried over from fiscal year 1957 than was provided in the President’s budget, plus 7,500 11-week trainees. 
The Reserve costs are limited to the 20,000 additional trainees.4 


Funds in the “Army National Guard and Reserve personnel, Army” appropria- 
tion cover items such as pay, travel, clothing, and subsistence for trainees, 
whereas “Operation and maintenance, Army” appropriation covers support costs 
of these trainees while at the Active Army training installation. 

Of the unapportioned $18 million fiscal year 1957 funds in the “Reserve person- 
nel, Army” appropriation, the House has authorized $10 million to be carried 
over into next fiscal year as part of the fiscal year 1958 appropriation. The bal- 
ance of $8 million will revert back to the Treasury. 

Also, Secretary Brucker, on page 104 of his testimony, pointed out that aj 
proximately $10 million fiscal 1957 Army National Guard funds would be unobli- 
gated which he felt the Army should be authorized to carry over into fiscal year 
1958. 


STATEMENT OF WILLIAM DEANE, ROSWELL, N. MEX. 


AIR FORCE HOUSING 


Senator Cuavez. We have in the room a visitor, a man from Ros- 
well, N. Mex., where Camp Walker, an airbase, is located. He was 
telling me this morning of personal knowledge of the housing prob- 
lems. I asked him to come over. 

So, Mr. Deane, will you please testify? Will you identify yourself 
for the record ? 

Mr. Deane. I am William Deane, from Roswell, N. Mex. 

Tam a businessman from Roswell. 

Senator Cuavez. Walker Airbase is located at Roswell, is it not? 

Mr. Deane. Yes, sir. 

Senator CHavez. You are acquainted with General Martin of the 
airbase / 

Mr. Deane. Yes, sir. 

Senator Cuavez. Are you acquainted with the housing situation ? 

Mr. Dranr. Yes, sir. 

Senator CHavez. You may proceed to tell us what you know about 
the problems that General Martin has on account of the housing 
situation. 

Mr. Deane. My interest is primarily from a standpoint of being a 
businessman in Roswell and observing some of the conditions that 
exist there at the Walker Air Force Base. That base was built at the 
outbreak of war. The construction started in 1941. 

The type of housing at Walker is a great deal of temporary 
construction. 
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In the past 5 or 6 years there has been considerable permanent con- 
struction underway there which has helped a whole lot. 





























SEVERE 





DEPRIVATION OF FACILITIES 








But the thing that we have a crying need for there is for the airmen, 
the basic airmen particularly, living quarters. Some of those fellows 
there have a condition where they are in barracks. ‘They have nothing 
but their beds there. 

For instance, to use a latrine they have to go 75 feet or 100 feet out 
in the open to go over to another building. 

Believe it or not, we get temperatures down there as low as 14° below 
zero, and that is pretty ‘rough i in the wintertime. 

Beyond that, the facilities in there are aw fully poor. There is no 
privacy. 

The point makes it very severe on the reenlistment program. 

There has been a great deal of stress and work put on reenlistin 
airmen, particularly ‘when you take an airman and give him the train- 
ing he has to have. I think it comes to around $16,000 a man. 

At the end of his hitch he is willing to get out, anxious to get out of 
the force, and we lose that manpower. It is a great deal of expense 
to the Government. 

The main reason is that he does not have the facilities; he does not 
have the facilities there that will encourage him to reenlist. 

In that manner a great deal of expense can be saved. 
Senator Cuavez. Many of them are married ? 


QUARTERS FOR MARRIED PERSON NEL 





Mr. Deane. Yes, sir. Many of them are married. 
see the quarters you would be surprised. 

Now, the officer personnel, we have the Wherry housing there and 
they are in good shape, but your basic men and your airmen, it is 
really a deplorable condition. It is one that should be helped if at 
all possible. 

Senator Cuavez. Are there any questions? 
Thank you, Mr. Deane. 
Mr. Drane. Thank you, Mr. Chairman. 


If you could 


TRANSPORTATION ASSOCIATION OF AMERICA 


Senator Cuavez. Mr. Sidney Maestre, the Transportation Associa- 
tion of America. 

You might insert your statement in the record and highlight it for 
us. 

Senator Symrneron. Mr. Chairman, may I make a statement for the 
record before Mr. Maestre speaks? 

Senator Cuavez. Certainly. 

Senator Syminoron. I would like to present to the committee an old 
friend, a very distinguished representative of my State, the head of 
one of the great financial institutions of Missouri, a man who has spent 
much of his life in developing airpower. 

Missouri could have no finer representative before this committee 
than Mr. Sidney Maestre. I regret that there are no members of the 
other side of the aisle to listen to this presentation this morning be- 
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cause, inasmuch as he is an ardent Republican, I am sure he would feel 
a little more at home, but I am sure they will read the record. 


TRANSPORTATION ASSOCIATION OF AMERICA 


STATEMENT OF SIDNEY MAESTRE, CHAIRMAN, BOARD OF 
MERCANTILE TRUST CO., REPRESENTATIVE 


MILITARY AIR TRANSPORT SERVICE 


Mr. Mazstre. My name is Sidney Maestre; I am chairman of the 
poard of the Mercantile Trust Co., St. Louis, and a member of the 
board of directors of the Transportation Association of America, with 
general offices in Chicago, Ill., and local offices at 1001 Connecticut 
Avenue. 

I am appearing here today on behalf of the association to express 
its views and concern about the scope and trend of operations of the 
Military Air Transport Service and to urge your subcommittee to con- 
sider taking further steps to assure that the military services utilize 
to the maximum extent possible, consistent with actual security re- 
quirements, the services of our privately owned and operated air trans- 
port fleet. 

UTILIZATION OF CIVIL AIR TRANSPORT 


We believe that greater utilization of civil air transport by the mili- 
tary services can result in considerable savings in defense expenditures 
without harm to our national security. 

This should be particularly true in the years immediately ahead, 
when a sizable number of new jet, turboprop, and conventional com- 
mercial aircraft. will be in use with far greater carrying capacity. 

For the information of the subcommittee, TAA is a nonprofit re- 
search and educational institution which devotes its efforts to the de- 
velopment and implementation of sound national policies aimed at the 
creation of the strongest possible transportation system under private 
ownership. 

It is an organization of transportation interests of all kinds, includ- 
ing shippers, carriers, and investors, as well as individuals such as 
educators, lawyers, and other professional men. 

Approximately 57 percent of our membership falls into the category 
of users of transportation services, with 26 percent being investors of 
all types, and the remaining 17 percent air, bus, freight forwarder, 
pipeline, railroad, truck, and water carriers. 

I should like to emphasize that the highly diversified interests with- 
in TAA’s membership are united in their thinking about the desir- 
ability of maintaining a constant and close check on all commercial 
type transport operations of Government agencies to assure maximum 
utilization of commercial civil transport consistent with national- 
security needs. 

ASSOCIATION POLICY 


In fact, the association feels so strongly about the potential dangers 
of Government competition in the transportation field that it has 
adopted the following specific policy on the subject : 


Government conduct of carrier operations: It should be the policy of the 
Congress of the United States that the United States Government should not 
engage in any for-hire transport services where adequate privately owned trans- 
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portation facilities of any type are or can be made readily available; or, to the 
extent consistent with national-security requirements, engage in any transporta. 
tion of persons or property which privately owned carriers are fit, willing, anq 
able to perform. 

I should like to make it clear that TAA is not opposed to operations 
of the Military Air Transport Service that are necessary for the ge- 
curity reasons or that are needed to maintain a reasonable specialized 
Government-owned air transport ser vice to serve as a nucleus which 

can be augmented by civil transport in time of emergency. 

The question, as we see it, is not whether MA TS should operate 
air transport services, but whether it is extending its operations into 
areas that could be handled more adequately and/ /or at less actual 
cost by civil air transport. 


HOUSE HEARINGS 


In February and April of this year, extensive hearings were held 
by the House Subcommittee on Se Appropriations on the activi- 
ties of MATS. Considerable attention was given to the questions 
of how much the military services were utilizing civil air transport 
for their airlift needs and whether the share should be greater 

It is appropriate to refer to a few facts brought out by these hear- 
ings, which tend to substantiate our belief that the military services 
can utilize to a much greater extent the services of our civil air trans- 
port carriers. 

TRAFFIC PARTICIPATION 


Both passenger and cargo volumes handled by MATS have gone 
up steadily and rapidly every year since 1951. Yet the relative share 
of this traffic handled by civil air carriers has dropped sharply, with 
fiscal 1956 participation being only 18.4 percent of passenger and 
9.1 percent of cargo traffic. 


Civil-military distribution of MATS traffic 


Number of passengers 
Fiseal year at ote . . Total Military 
Total Military Civil 


345, 822 216, 670 129, 152 62, 918 43, 449 
854, 829 97, 842 156, 987 165, 217 150, 125 


+509, 007 +481, 172 +27, 835 +102, 299 +106, 676 


From the above, it can be seen that, while passenger volume in fiscal 
1956 exceeded that of 1951 by 509,007, or by 148 percent, civil air car- 
riers were able to get only 27,836, or a mere 5.5 percent of this added 
traffic. 


While cargo volume during the same period went up by 102,299 tons, 
or 163 percent, civil air carriers were not given any part of this added 
traffic. In fact, in fiscal 1956 they handled 4,377 tons less than they 
did in fiseal 1951. 

It appears from the reported figures above that our civil air carriers 
are being given very little ¢ -onsideration by the military services when 
it comes to air tr ansport. Yet, according to figures supplied the House 
Defense Appropriation Subcommittee ‘by commercial airlines, they 
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are in a position and are anxious to offer substantial unused capacity 
to the military. 
COMPARABLE OPERATIONS 


In many respects, the operations of MATS are very similar to those 
of the commercial airlines. Both operate over predominantly the same 
routes, and both use published timetables. The equipment flown is 
detantially the same, with 68 percent of MATS’ 4-engine fleet con- 
sisting of the same type aircraft used by civil air carriers. The major 
share of traffic, passenger and cargo, is of the type that can be handled 
by commercial air carriers in their normal operations. 

We do not mean to infer, of course, that MATS is, in its entirety, a 
commercial-type activity and, as such, should be eliminated. It ob- 
viously is an integral part of our Military Establishment, or else it 
shouldn’t be in existence. Our point is that so many of the operations 
of MATS are of a commercial-type nature that it is only logical to 
permit existing commercial carriers to assume as much of the load as 
possible. 

COMPARABLE COSTS 


The subcommittee’s interest in operations of MATS, as we under- 
stand it, is to seek maximum economy without weakening our ability 
to defend ourselves. We do not profess to be a judge as to how much 
military airlift capacity is required for an emergency, or as to how 
much of such capacity could be furnished by civil air carriers. 

We do believe, however, that, on the economy side, all costs consid- 
ered, the commercial airlines can perform comparable service to that 
of MATS at a lower cost to the Government. The savings in costs for 
commercial airlift would result from such things as a higher utiliza- 
tion rate, lower labor turnover, and greater opportunity to balance in- 
bound and outbound loads. 


HOOVER COMMISSION REPORT 


A brief reference to the detailed study of MATS made in 1955 by 
the Transportation Task Force of the Commission on Organization of 
the Executive Branch of the Government is pertinent to this question 
of civil versus military air transport cost : 


The capital costs of new transport aircraft are about the same for military 
or civil use. Reported annual operating costs per plane are lower for the mili- 
tary since, despite the fact that hourly expenses may be somewhat higher, the 
total number of hours flown per plane is much lower. Military operating costs 
exclude depreciation and related charges, along with many indirect services, 
and are, therefore, not comparable to the costs shown by commercial operators. 
It remains that the great economy of the civil air fleet lies in its productive peace- 
time uses and the generation of commercial revenues which can largely offset 
capital and operating costs. 

Other savings to the Government through greater use of civil air 
transport for military airlift would come about in the form of reduc- 
tion of airmail subsidies to United States air carriers operating over- 
seas. While varying in size for different airlines, the total annual 
subsidy to such carriers is currently running about $16 million dollars. 
= would thus make the taxpayers pay only once for international air 

transport by American aircraft, rather than twice, as at present, w hen 
they pay for the entire MATS operation and a portion of our com- 
mercial operation. 
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The point we are trying to make is that, from a standpoint of cost 
alone, we think the Government will be in a much better position if it 
relies on commercial, rather than its own, transport services. How 
far the cost factor must be ignored for security reasons is beyond our 
province, yet the fact that savings are possible makes it desirable to 
examine carefully the opportunities that exist to utilize civil airlift to 
the maximum extent possible. 


CIVIL RESERVE AIRFLEET 


Greater use of civil air carriers by the military doesn’t necessarily 
mean that our potential wartime airlift capacity will be we: akenol 
Under the civil reserve air fleet plan, a total of 353 4-engine transports 
owned by the airlines have been allocated for immediate use by the 
military. Next year, we understand the allocation will be 367 trans- 
ports. 

In addition to the aircraft allocated to the CRAF, the airlines have 
more than 650 4-engine transports that the Air Force has said are 
suitable for such allocation, but which have not been so designated, 
All of the 203 modern 4-engine transports, mostly jets, scheduled for 
1958-61 delivery, will also ‘be suitable for joint civil-military use. 

How many of these civil aircraft should be earmarked for possible 
military service is a question that must primarily be decided by the 
military. Yet, since so many of them are suitable for military pur- 
poses in time of need, it seems to us that. every consideration should 
be given to utilizing them for peacetime military airlift. 


CONCLUSION 


To summarize our views, we believe that as a basic principle the 
military services should rely to the maximum extent possible, con- 
sistent with actual security needs, on privately owned and operated 
transport facilities. This principle should apply just as strongly to 
air transport as to any other form of transport. 

Based on the small participation in military airlift by our civil air 
carriers, it appears that the military services are giving very little 
consideration to this principle, which we understand was endorsed 
by your subcommittee as late as last August. 

For the following reasons, we believe the military should be directed 
to give greater consideration now and i in the future to the principle 
of utilizing civil air transport to the maximum extent consistent with 
actual security requirements: 

1. Services performed and equipment used by civil air carriers are 
very similar to thoseof MATS 

9. Costs to the Government, both in air transport operations and 
in airline subsidies, will be less if civil air transport is used. 

3. Civil aircraft are suitable, after certain modifications, for im- 
ee use for military airlift in time of emergency. 

The airlines claim they are “fit, w illing, and able” to perform 
Pe services required. 

We urge the subcommittee to reaffirm its previously stated views 
about the use of civilian air transport by MATS and to request peri- 
odic progress reports, on a 6-month or annual basis, from the military, 
showing what has been done to implement this principle, together 
with reasons for taking such action. 
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We thank the subcommittee for giving us the opportunity to ex- 
press the views of our association on this important subject. 


LETTER TO SECRETARY WILSON 


Senator Cuavez. You referred to the endorsement of last August. 
I have before me a letter written to the Secretary of Defense on 
August 3, signed by Congressman Mahon, chairman of the Subcom- 
mittee on Department of Defense Appropriations, House of Repre- 
sentatives, and by myself, as chairman of this subcommittee. 

I call your attention to two paragraphs from that letter : 


Without deemphasizing any portion of the House report herein referred 
to, we wish to quote the following from page 46, which is a statement from the 
President’s Air Coordinating Committee 1954 report on air policy: 

“The Government should, to the greatest extent practicable, adjust its use of air 
transportation so as to use existing unutilized capacity of United States air 
carriers.” 


I would like to insert the whole letter into the record at this point. 
(The letter referred to follows:) 


UNITED STATES SENATE, 
Washington, D.C., August 8, 1956. 
Hon. CHARLES E. WILSON, 
Secretary of Defense, Washington, D.C. 

DearR Mr. SECRETARY: During the recent conference by Senate and House man- 
agers on the Department of Defense appropriation bill for 1957, the subject of 
Military Air Transport Service was discussed at some length. The committee 
of conference agreed to express its position in this matter in a joint communica- 
tion to you and empowered the undersigned to act in its behalf. 

The agreement, in substance, reiterates and endorses the statements of MATS 
as contained on pages 45 through 47 of the House report on the bill (No. 2104), 
which statements should be considered as a joint expression of the intent and 
desires of the two Committees on Appropriations. 

We would like to see MATS converted to an industrial fund basis at the 
earliest practicable date and on a basis to insure efficient and economical opera- 
tion. 

Without deemphasizing any portion of the House report herein referred to, 
we wish to quote the following from page 46, which is a statement from the 
President’s Air Coordinating Committee 1954 report on air policy: 

“The Government shold, to the greatest extent practicable adjust its use of air 
transportation so as to use existing unutilized capacity of United States air 

Sincerely yours, 
DENNIS CHAVEZ, 
Chairman, Subcommittee on Department of Defense Appropriations, 
United States Senate. 
GEORGE MAHON, 
Chairman, Subcommittee on Department of Defense Appropriations, 
House of Representatives. 

ees House hearings on Department of Defense Appropriations for fiscal year 1958, 

pt. II, p. 1703. 


SUBCOM MITTEE RECOMMENDATION 


Senator Cuivez. Are there any questions ? 

Senator Haypen. Your subcommittee, Mr, Chairman, recommend- 
ed to the Secretary of Defense that something be done about this. 

Did he do it? 

Senator Cuavez. Not that I know of. General Moore, can you in- 
form us as to that? 

General Moore. The mandate of the committee as contained in the 
report was studied by representatives in the Office of Supply and 
Logistics. 
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Very hazily I recall that they came to a decision that they were do- 
ing the best they could in utilizing civilian carriers, railroads, bu 
airlines, and they were using MATS only when they had spaces avail. 
able. 

Senator Cuavez. Can you inform the committee as to what the De. 
fense Department actually did with reference to the recommendation 
made by the subcommittee ? 

General Moorr. Yes, sir; I shall ask for that and supply it to the 
committee. 

Senator Crravez. Thank you. 

(The information referred to appears on p. 1546.) 


IMPLEMENTING RECOM MENDATION 


Senator Haypen. The recommendation made by the committee ap- 
pears reasonable to me, but how to put it in effect is the question, 
Whether it would be necessary for Congress to put some limitation in 
the legislation or whether it could be done simply by an understanding 
with the Department. 

Could we not, Senator Symington, limit the acquisition of new air- 
planes that MATS might acquire ? 

Senator Symineton. Yes, Mr. Chairman, that could be done. 

Senator Haypen. Have they gone into jets yet ? 

Senator Symrneron. There are no jet transports in the Air Force 
that I know about, sir. 

Senator Haypven. I do not see how they could successfully compete 
with the new jets when civil aviation has them. 

Senator Symineton. Unless they got them also they could not from 
the standpoint of performance, over long distance anyway. 

Senator Cuavez. I find in the House hearings on page 675 the follow- 
ing figures: 

Estimate for the year 1957 was $42 million, for the augmentation of MATS. 


And for 1958, only $24.4 million for that particular purpose. 
So they are cutting down to a certain extent. 


STATEMENT OF SENATOR SYMINGTON 


Senator Symineron. Mr. Maestre, in my opinion this is a very in- 
formative statement. However, I think you would want us to fully 
clarify this whole question of transportation. 

You have, as I understand it, and I have never seen the statement or 
discussed it with you on your people, but you have three types of airlift 
and it ought to be clear what we are talking about. 

First, you might call the personnel airlift, the lifting of people, and 
people in effect only, except with their baggage or moderately heavy 
things like baggage. 

The second would be tactical combat airlift and the third would be 
strategic combat airlift. 

The first would be all planes that the Air Force has that directly 
compete with the airlines. 

As, for example, their Convairs, their DC—6's, and their Constel- 
lations. 

You are talking exclusively about that type and character of airlift; 
are you not 4 
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Mr. Marsrre. Lam glad you clarified it ; yes, sir. 

Senator Symincron. The reason I present this is that when I was 
in the Pentagon we had the so-called “Berlin airlift.” I flew it several 
times from Frankfort to Berlin. I was amazed that, because of the lack 
of capacity of the floor to take a load, the amount of coal which could 
be carried by the available airplanes was incredibly little, I would say 
about one-eighth of the space of the DC-4, termed the C54, was used 
at that time. 

That is all they could put in the airplane. 

What worries me is a misunderstanding that exists even in the 
minds of some Members of Congress, that you can take a commercial 
airliner and use it in order to transport troops, to jump paratroopers, 
and to carry small tanks and equipment. This is a false concept of 
the situation. 


SUEZ OPERATION 


As a matter of fact, I read a report from the Pentagon as a result 
of the Suez operation. It said that one of the chief reasons for the 
failure of the Suez operation on the part of the British and the French 
was that their airlift was not only so little, but also that they attempted 
to utilize normal airliners in combat activities, jwmping paratroopers, 
for example, with bad results. 

Now, we have a problem today which some of us believe, is very 
serious. We had the C-82 and the C-119 and now the C-130. They 
are developments of the so-called boxcar-type airlift, primarily for 
freight, that is tactical airlift. 

Then in the strategic picture we have the C-124 and we had been 
developing the C-133 and the even larger C-132. 

Now, after putting $93 million into the C-132, we have canceled 
out the progr am. Itis gone. 

The justification for that, as stated by the Secretary of the Air 
Force before the Armed Services Committee earlier this year, was that 
they were going to concentrate on the C—130, which is a tactical airlift, 
however, and the C-133. 

It was disappointing later to learn that their concentration on the 
C-133 is theoretical because they have no money to build a single one 
in the budget this year. 

Therefore, I want to be sure that the committee understands that you 
are not talking about strategic airlift from the standpoint of combat 
mobility and modernity on the part of the Army, nor are you talking 
about tactical airlift from the st indpoint of mobility and modernity 
on the part of the Army; the Army in this case being the customer of 
the Air Force. 

What you are talking about is a duplication of capacity to transport 
people with their baggage: is that correct ¢ 

Mr. Maesrre. That is correct. and only ordinary cargo, but princi- 
pally passengers. 

TOTAL PASSENGERS TRANSPORTED 


If I may give this to the committee, the number of passengers that 
MATS transported in 1951 was 345,000. In 1956 it was 854,000. 
That is the point I want to stress. 
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Senator Symrneron. Yes; and, Mr. Chairman, if I may, I would 
like to suggest that we obtain from the services, the Air Force, the 
Navy, and the Army, a list of the numbers and types of all planes which 
they have for transporting passengers primarily and that we submit 
that data to this organization represented by Mr. Maestre. In that 
way we also will know what the services have and will receive then 
have the comments in detail from this organization with respect to 
just what the Military Establishment has. The taxpayers are support- 
ing the latter 100 percent and, in the form of airmail subsidies, are to a 
considerable extent supporting the private lines as well. 

Senator Cuavez. Will you get that information and insert it follow- 
ing the gentleman’s remarks so that it will all be together ? 

(The information referred to appears on p. 1121.) 

Senator Symrneton. Thank you, Mr. Chairman, 

Senator Cuavez. Thank you, Mr. Maestre. 

Mr. Marstre. Thank you, Mr. Chairman. 

Senator Cuavez. General Moore, will you see that we get that in- 
formation ? 

General Moore. Yes, sir. 

Senator Symincron. General Moore, you might also obtain the 
utilization and percentage of capacity. 

General Moors. Thank you, sir. 
Senator Cuavez. Mr. Stuart Tipton. 
You may insert your statement in the record and highlight it for us, 




























AtR TRANSPORT ASSOCIATION OF AMERICA 


STATEMENT OF STUART TIPTON, PRESIDENT, ACCOMPANIED BY 
RAMSAY POTTS 





GPNERAL STATEMENT 

Mr. Trpron. Thank you, Mr. Chairman. 

I would like to introduce Mr. Ramsay Potts who was especially re- 
tained by the Air Transport Association to counsel and work with 
the association on the study of the Military Air Transport Service and 
its relationship to the civil airlines. 

My name is Stuart Tipton. I am president of the Air Transport 
Association, which represents most of the scheduled airlines of the 
United States. 


















RELATIONSHIP BETWEEN CIVILIAN AND MILITARY TRANSPORT 


Mr. Chairman, we appreciate the opportunity you have given us to 
testify before your committee on the subject of the relationshi 
between the Military Air Transport Service and the civil airlines an 
the contribution that each should make to the airlift capability of the 
country in time of war. 

We testified on this subject on April 3 before the House Appropria- 
tions Committee, and in that testimony we stated the basic position 
of the certificated civil air industry. 

We should like to restate that position here as the framework for 
our further remarks. 

First, we believe we must have in being a national airlift capacity— 
combined military and civil—capable of doing the job during the first 
critical days after D-day. 
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Second, we believe that this D-day capability cannot be only as- 
sured but also expanded, and at less cost to the Government, if the 
Department of Defense will place greater reliance upon the civil air 
industry. Btls 

Third, we believe that the requirements for airlift will continue 
to increase and that we must, therefore, constantly add to the ca- 

acity of our total national air fleet and keep it modern at all times 
in order that it may be as effective as possible. 

The Military Air Transport Service and the civil air industry work- 
ing more closely together, can modernize and increase the Nation’s 
airlift capacity without burdening the taxpayer. ; 

We recognize that the concern of your committee, Mr. Chairman, 1s 
to provide adequate appropriations to assure that we have in being 
the airlift capacity required to do the airlift job in the event of war. 

Much has been said about cutting the defense budget without im- 
pairing our military strength. In this airlift field we believe that we 
see & Way over a period of years to reduce the military budget and 
at the same time increase the overall] airlift capability of the country- 


PROPOSAL OF ASSOCIATION 


Our proposal is simply this: The Department of Defense can and 
should rely on the civil airlines of the country to provide a larger 
share of the defense mobilization requirement for airlift. 

To the extent that the civil carriers can take over an additional part 
of the job now done by MATS, skilled personnel and money can be 
released to the combat commands like Strategic Air Command, Air 
Defense Command, and Tactical Air Command. 

The Air Force has repeatedly stated that all of its combat forces 
are short of skilled technicians. This would be one way of providing 
more skilled personnel to those commands. 


CIVIL RESERVE AIR FLEET 


Approximately 350 4-engine planes of the civil airlines are pres- 
ently assigned to the civil reserve air flleet. But there are 612 more 
4-engine aircraft in the fleets of the scheduled airlines in 1957 that are 
considered by the Air Force to be suitable for allocation to the civil 
reserve air fleet, but which have not been allocated. 

If there is an overriding requirement, these aircraft could be added 
to the civil reserve fleet, thus tripling the contribution of the airlines 
to military airlift support. 

These hundreds, and other four-engine aircraft, are presently as- 
signed to the war air service pattern. This war air service pattern 
would, in time of war, fuunction to support the defense effort under 
a priority system that would be administered by the Department of 
Defense. If military traffic had the overriding priority it would have 
first call on the civil aircraft in the war air service pattern. 


COST OF EXISTING AIRLIFT 


This great airlift reserve has so far cost the Government only $17 
million. This is the amount which the Air Force has spent on modifiea- 


tions to civil aircraft required to make them compatible with the MATS 
wartime overseas military requirements. 
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If the Department of Defense were forced to maintain a military 
transport fleet the size of the present CRAF fleet, it would cost the 
Government more than $400 million in capital investment alone, plus 
the yearly maintenance, personnel, and operations costs, which we esti- 

mate to be more than $300 million. 

Under present plans the civil reserve air fleet is scheduled to go into 
operation on 48 hours notice. 

But the airlines believe that even under present plans they could be 
instantly ready to begin military support operations under the civil 
reserve air fleet provided they were given some advance warning. 

Even without advance warning further mutual effort and planning 
by the Air Force and the airlines can reduce the 48 hour lead time toa 
period of the few hours that would be needed to fly the aircraft from 
the civilian base to the military base. 

On this point the airlines differ with the Secretary of the Air Force, 
who asserted in recent testimony that civil airlift cannot replace mili- 
tary airlift because the civil airlift is not instantly ready and available 
and is not responsive to military control. 

We have both present and historic examples of the airlines being 
instantly ready and available and responsive to military control. 
There are now flying under contract to MATS, both in the Atlantic 
and the Pacific, numbers of civil aircraft manned by civilian crews, 
These planes fly military personnel and cargo as directed by MATS 
They do the same job over the same routes as MATS’ own aircraft. 

In World War IT and in Korea, the airlines provided a major part 
of the military air-transport support. The planes and crews were re- 
sponsive to military control and flew under the same conditions and 


to the same places as did the military-transport planes manned by 
military crews. 


HIGHER AIRCRAFT UTILIZATION 


Because the airlines have a higher aircraft utilization rate than 
MATS—8 ‘s per day per aircraft to MATS 4.4—and a smaller 
percentage of planes in overhaul at any given time, they are in a posi- 
tion to fully respond to an emergency more rapidly than is the Military 
Air Transport Service. 

This would be especially true, we believe, under conditions of sur- 
prise attack, because more than half of the four-engine planes suitable 
for allocation to the civil reserve air fleet are in the fleets of United 
States domestic scheduled airlines. By contrast, a much higher 
percentage of MATS four-engine transport aircraft are normally 
spotted at points along MATS routes outside the United States. 

Airplanes that are in foreign countries or overseas at the time an 
emergency is declared would, on the average, take longer to get back 
into position at bases in this country than would those airer aft alre ady 
flying in this country. 


FOUR-ENGINE CAPACITY INCREASING 


The four-engine capacity of the civil airlines is increasing steadily 
with the passage of time. More than 150 DC-8 and Boeing 707 jet 
transport are already scheduled to be delivered to the U nited States 
civil air carriers beginning in 1959. In the intervening period, the 
carriers are taking delivery on the most modern versions of the DC—6, 
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pC-7, and Super-Constellation-type planes. These new jets and 
latest mode] piston aircraft have greater range and speed than the 
aircraft now in service and will provide additional ¢ ‘apability to over- 
fly intermediate stops, a capability considered by the military to be 
of g sreat importance in time of war. 


D-DAY REQUIREMENTS 


The Air Force contends that our military support airlift must be 
in being and instantly ready to perform its D-day mission, and that, 
to achieve readiness, the crews, planes, and other elements of the 
system must be constantly exercised over the routes to be flown. We 
agree, generally, with this prine iple, but would like to comment on 
the way this principle is applied in the actual peacetime operations 
of the Military Air Transport Service. 

MATS is primarily a huge airline operation. It owns more planes, 
flies more airline-route mileage, and employs more personnel than 
any single airline in the world. A MATS plane takes off on an 
overocean flight every 23 minutes. According to a recent article in 
the National Geographic Magazine: 

MATS in 1956 flew 580 million ton-miles of cargo and mail for its manager 
and sole customer, the United States Department of Defense. This figure 
exceeded the combined ton-tmileage of the five largest United States airlines. 

Most of MATS flights are scheduled over routes paralleling those 
flown by United States civil air carriers. The passengers and cargo 
carried are of a kind normally carried by civil air carriers. Most of 
MATS flights could be performed by the civil airlines. They are not, 
because the Air Force says it needs to make these flights for training 
purposes and it would be wasteful not to use the airlift thus genei rated. 


TRAINING ARGUMENT OVERDONE 


We think the training argument is overdone. In the first. place, 
neither MATS nor the airlines permit pilots who are not fully trained 
to fly passengers. What these crews do receive is route familiariza- 
tion and proficiency training in long flights over water where the auto- 
matic pilot is consistently used. 

The airlines have found that this type of training is of minimum 
value, and lately, both for economic and efficiency reasons, have begun 
to use simulators to a much greater extent for all types of crew train- 
ing. Capital Airlines, for instance, has found, in transitioning its 
pilots to the Viscount, that instead of taking 15 hours of actual flight 
time for transition, a pilot can be given 8 hours of simulator training 
and 7 hours of actual flight training and be better trained at less cost 
to the company. 

The other elements in the MATS system, such as ground handling 
crews and communications personnel, can receive necessary on- the- 
job training by the handling of civil-transport aircraft pane ee 
MATS bases in perfor ming the routine passenger and cargo hauls for 
the Department of Defense. 
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GREATER PEACETIME USE OF CIVIL CARRIERS ADVOCATED 


One certain way of further expanding the civil airlines’ capability 
to support military operations in wartime would be for the Department 
of Defense to make greater use of the civil carriers in peacetime. Such 
peacetime use of the services of the civil carriers will cause additional 
aircraft to be procured and additional crews to be kept trained to 
handle the increased business. For these reasons we believe it-is ad- 
vantageous to the Government to make sabanniiall? greater use of the 
civil air carriers to handle the routine peacetime overseas traffic of the 
Department of Defense. 

As the civil carriers are used more in peacetime they become ready 
to do a larger part of the D-day job. Concurrently MATS can be 
phased down in size as greater reliance is placed upon the civil car- 
riers. This will result in decreased requirements for capital invest. 
ment by the Government in transport aircraft and in lower main- 
tenance and personnel costs to support the smaller MATS fleet. 

Even without considering the cost of capital investment and dis- 
counting taxes paid by the civil carriers, the Secretary of the Air 
Force has estimated that the cost of the "Government in fiscal year 
1956 of traffic routed on MATS aircraft was approximately equal to 
the cost of the traffic hauled by civil carriers in augmentation of 
MATS (see p. 1666, House hearings on Department of Defense Ap- 
propriations for 1958) 


COST ITEMS IN MATS MISSIONS 


But let me point out that there are many cost items not reflected in 
the reported MATS transport mission costs. Among such costs not 
reflected—which civil carriers must compute in their costs—are : 

Depreciation of aircraft. 

2. Cost of services performed by other organizations for MATS, 
except that depot maintenance for the transport fleet does seem to be 
included. 

3. Depreciation of ground equipment and real property facilities. 

4. Costs of recruiting personnel. 

5. Indoctrination, basic training and part of the advanced training 
of MATS personnel, as well as personnel of other commands perform. 
ing in MATS. 

6. Costs of veterans’ benefits resulting from military service per- 
formed in MATS. 

7. Costs in lieu of taxes. 


COST COMPARISONS 


Another comparison of MATS and civil air carrier costs was fur- 
nished to the House Appropriations Committee during the defense 


budget hearings recently concluded. Here is the table given the com- 
mittee. 
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Continental | Continental 
east coast west coast 
| and rae and Japan 


Mode of transportation 
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TEN eee ean a acct Chesaneeeet a tee ee eee $155. 37 | $262. 63 
MSTS troop class. ......-----.----++--------+-----+--- ~siohaes apse power: 8 | = 
iontract air.........------------------------ 02022 -2 e eoono nnn eee cell 30. | 5. 
onTs BUNS GUITEE) 2 occ cncivendecadwang ahs subdenncdentsdcdcbseatenadessagwens 137. 00 | 212. 00 


Source: P. 218, Deasatsene of the Army appropriations for 1958, 85th Cong., Ist sess., House of 
Representatives. 


These data show that it cost $130 to move an individual by civil 
contract air carrier to ae. compared with $137 to move the same 
individual on MATS at MATS cost tariff rates. 

To move an individual to Japan cost $235 by civil carrier, and $212 
by MATS. 

As pointed out above, MATS costs do not reflect all of the costs that 
are incurred by the Government in operating MATS transport service. 

Note also that air transportation was more economical than cabin- 
class sea transport even without considering the productive man-days 
saved by using air. 


DEFENSE DEPARTMENT USE OF CIVIL AIR CARRIERS 


To assure even greater expansion of the modern air fleets of the 
civil air carriers, to release Department of Defense funds and per- 
sonnel for use in combat commands, and to assure ultimate overall] 
savings to the Government we urge, Mr, Chairman, that you require 
the Department of Defense to make greater use in peacetime of the 
services of the civil air carriers. 

We believe that the most efficient and effective way to build up the 
strongest possible total national airlift capability is for MATS trans- 
port operations to be concentrated in those fields which require special- 
ized transport aircraft, unusual security precautions, or a direct close 
working relationship with tactical combat units, or which for economic 
reasons cannot be handled by contract with civil carriers. 

The routine day-by-day hauling of passengers and commercial type 
cargo should be made the responsibility of the civil air carriers. 


PROPOSALS FOR ACTION 


The information we have given the committee today makes out, we 
think, a prima facie case for adoption of the policy we propose. To 
achieve the objectives we have outlined we offer three specific proposals 
for action by the committee : 

The Air Force budget estimate for fiscal year 1958 contains 
$40,898 million, in what the Air Force calls its “533 account,” for 
contractual commercial airlift in augmentation of MATS to move Air 
Force military and dependent personnel, 

In addition, the Air Force budget estimate contains, in the “433 
account,” an item of $24.4 million for commercial cargo augmentation 
of MATS. 

The original Army budget estimate contained, we are told, an item 
of $14.4 million for transfer to the Air Force to reimburse the Air 
Force operations and maintenance account for procurement of com- 
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mercial airlift by MATS to move Army military and dependent 
personnel. 

We urge the committee to specify that at least the amounts contained 
in the budget estimates of the services for commercial augmentation 
of MATS be earmarked and used for the purposes intended. 

2. In testimony before the House Appropriations Committee we 
suggested that the Military Air Transport Service be directed to move 
at least 40 percent of its passenger traflic and 20 percent of its cargo 
traffic by civil air carriers in fiscal 1958. 

The amounts of money in the budget estimates of the services for 
commercial augmentations of MATS will not enable that goal to be 
achieved. In order to use the services of the civil air carriers to this 
extent, we estimate that the 533 account of the Air Force would need 
to be increased by approximately $40 million and the 433 account 
would need to be increased by $25 million. 

If your committee, Mr. Chairman, believes that the policy we have 
suggested is sound, we request that you instruct the Department of 
Defense to reprogram funds already in their budget estimates in order 
to move toward the objectives we have outlined. 

If the 40 percent and the 20 percent goals cannot be achieved in 
fiscal year 1958, then we recommend that they be the minimum targets 
for fiscal year 1959. 

. Only if 'the ‘re is a projected program which spells out airlift re- 
quiseimets and plans over a period of years can this whole problem 
be brought into its proper perspective. 


FOUR YEAR PROJECTION REQUESTED 


Therefore, we suggest that the Department of Defense be directed 
to present a 4-year projection of its airlift plans, and that these plans 
be submitted to your committee at least 6 months prior to the hear- 
ings on the fiscal 1959 budget appropriations. A projection like this 
could provide answers to such questions as: 

The size, composition, mission, and utilization of the military trans- 
port fleets planned for MATS and for other commands. 

The changing requirements for personnel and bases to support 
MATS planned operations. 

And the use to be made of civil airlift in peacetime and the reliance 
to be placed upon such airlift in wartime. 

In conclusion, let me emphasize that the kind of working partner- 
ship between the Department of Defense and the civil air transport 
industry—such as we are proposing—will provide all the airlift re- 
quired for any war emergency—without unnecessary and additional 
cost to the taxpayer. 

STATISTICAL DATA 


Attached to this statement are a number of tables and appendixes 
containing statistical and other data which amplify and support the 
proposals we have made. With your approval, Mr. Chairman, we 
submit these for the record, along with our statement. 

Senator Cuavez. That may be placed into the record at this point. 

(The information referred to follows. ) 
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EXXHIBIT A 





CONGRESSIONAL AND ADMINISTRATION POLICY STATEMENTS WITH RESPECT TO THE 
RELATIONSHIP BETWEEN THE CIVIL AIR CARRIERS AND THE DEPARTMENT OF 


DEFENSE 


1. The Civil Aeronautics Act of 1988, section 2, states the declaration of con- 
gressional policy as follows: : 

“Sec. 2. [25 Stat. 980, 49 U. S. C. 402]. In the exercise and performance of 
its powers and duties under this act, the Authority shall consider the following, 
among other things, as being in the public interest, and in accordance with the 
public convenience and necessity : 

“(a) The encouragement and development of an air-transportation system 
properly adapted to the present and future needs of the foreign and domestic 
ecommerce of the United States, of the postal service, and of the national defense.” 

» The Executive Office of the President, Bureau of the Budget, on January 15, 
1955, issued Bulletin No. 55-4 to the heads of executive departments and estab- 
lishments titled “Commercial-Industrial Activities of the Government Providing 
Products or Services for Governmental Use.” The purpose of this directive was 
to initiate a review of the commercial-industrial activities conducted by the 
Government which could be procured from private enterprise. This directive es- 
tablished the following policy: 

“It is the general policy of the administration that the Federal Government 
will not start or carry on any commercial activity to provide a service or product 
for its own use if such product or service can be procured from private enterprise 
through ordinary business channels. Exceptions to this policy shall be made by 
the head of an agency only where it is clearly demonstrated in each case that it 
is not in the public interest to procure such product or service from private enter- 
prise.” 

3. The Air Coordinating Committee, in its 1954 report (which the President 
said should be used as a guide by all executive agencies). said: 

“The Government should, to the greatest extent practicable, adjust its use of 
air transportation so as to use existing unutilized capacity of United States air 
carriers” (Civil Air Policy, p. 17). 

4. The Senate Appropriations Committee, when reporting out the Department 
of Defense appropriation bill (S. Rept. 2660, 84th Cong., 2d sess.) in June 1956, 
expressed specific concern with the military air transportation policy and indi- 
cated— 

“* * * that the Department of Defense should, in the future, utilize the serv- 
ices of Commercial transportation to the fullest extent possible when it is more 
economical, and that in evaluating relative costs of transportation, the Depart- 
ment should recognize the element of time saved as an important factor” (p. 8). 

5. In October 1955, the Comptroller General of the United States issued an 
audit report to the Congress of the United States, Civil Aeronautics Board, in 
which, among other things, he concurred in the policy recommendation of the 
Hoover Commission report on transportation and the President’s Air Coordinat- 
ing Committee and recommended to the Congress : 

“We believe it important that the Congress direct the Department of Defense 
to transfer, wherever possible, military mail, cargo, and passengers to.the United 
States certificated air carriers. As stated in the (Hoover) Commission’s report, 
prompt action by the Department would result not only in a significant reduc- 
tion in subsidy for international carriers, but also in the development of an 
economic, self-sufficient, civil-airline system, thus providing a substantial reser- 
voir of airlift to be available to meet mobilization emergencies” (p. 30). 

The Comptroller General recognized that the Department of Defense had, in 
December 1954 (see Department of Defense Directive No. 4630.3 of December 31, 
1954, re international military mail), begun to transfer overseas military airmail 
to commercial carriers and noted the reduction in subsequent subsidy-payment 
savings. The Comptroller General, however, also observed : 

“We are unaware of any similar plan to transfer to commercial airlines the 
passenger- and cargo-carrying activities of the Department of Defense not directly 
related to military requirements” (p. 29). 

The CAB, after receiving the audit report, wrote the Comptroller General 
declaring itself in agreement with his recommendation concerning the Depart- 
ment of Defense use of commercial air carriers. 

6. The Department of Defense directive of December 31, 1954, referred to above, 
included the following policy statement : 
















1424 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


“It is the policy of this Department to insure that the operation of Government. 
owned facilities results in a minimum of competition with private or commercia] 
transportation. This is in consonance with the civil air policy report released by 

' the President. Accordingly, no air postage-paid mail will be carried in milita 
owned or controlled aircraft unless no scheduled air service is normally availa 
or except when extraordinary volumes of airmail require the utilization of avajj. 
able military aircraft to provide reasonable service or to meet a specific date of 
delivery.” 

7. The Commission on Organization of the Executive Branch of the Government 
(Hoover Commixsion) made its report to Congress on transportation in Mareh 
1955 and concurrently made public its more extensive task force working papers 
and report (some 365 pages). One of the Hoover Commission’s recommendations 
included : 

“That the peacetime operations of the integrated military air transport servicg 
be restricted and realistically limited to persons and cargo carefully evaluated ag 
to necessity for military air transportation and, only after commercial carriers 
have been utilized to the maximum practicable extent, should transportation op 
service carriers be authorized” [p. 59 of report to Congress; emphasis added.] 


TABLE No. 1.—Movement of traffic by all aircraft under MATS control 





—__—___., 


Number of passengers Tons, cargo and mail 


Fiscal year | 


= | ie ene 
Total Military | Civilian | Civilian Total Military | Civilian | Civilian 
carrier | carrier percent carrier carrier | percent 








| 
| 
- \— 


a 
62, 018 | 43,449 | 19, 469 30.9 


BN 6 iciiinndtdeen ase 345,822 | 216,670 | 129, 152 | 37.3 

ae 435,180 | 323,145 | 112,035 26.7 | 76,113 52, 862 23, 251 30.5 
ion stam Rico pining 482,054 | 380,886 | 101, 168 | 20.9| 79,103 | 59,109! 19,994 25.3 
BER adit cndadtcdnoee 543,281 | 440,359 | 102,922 | 18.9 | 85,082 | 75,173 9, 909 11.6 
SE hos iaind naa ecg ---| 723,072 , 617, 100 105, 974 14.6 , 123,808 120, 517 3, 291 2.7 
SE is cnt epee 854,829 697,842 156, 987 18.4 165, 217 150, 125 15, 092 | 91 





1 Army dependent travel carried by civil airlines under separate contract with the Army added to MATS 
figures for fiscal 1954 and 1955. This was procured separately by the Army and amounted to 54,517 pas 
sengers in 1954 and 97,332 passengers in 1955. 

2On Oct. 1, 1955, MATS assumed responsibility for movement of Army dependent traffic. These 
figures are included in MATS figures. 


Source: Hearings before the Subcommittee of the Committee on Appropriations, House of Representa- 
tives, on the Department of the Air Force Appropriations for 1957, 84th Cong., 2d sess., p. 1449. Figures 
for 1956 added, as furnished by Civil Air Branch, Directorate of Plans, Headquarters, USAF. 


TaBLeE No. 2.—Scheduled airlines equipment distribution, civil reserve air fleet, 
Dec. 31, 1956 


Units Added Units Added 











Type allocated | units Type | allocated units 

eligible ! | eligible! 
eR cn tee 85 WT I sn cans sce BR 0 | 12 
Bed os ia cn cn cdecel 5 ae a Ree 5 | 25 
DUPOA Ss ii a siuci. 25 EPO. eck 0 29 
TOE dictaninstailetuts a 19 BOF i RO a ioc nat 0 | 9 
Oy Bi iene etiil 71 eh BAM oc ncn a cosnmns 0 | 4 
ede 12 MAW EPOPUOIE os ksicsccscend 0 | 1 
Le re ae 0 | 44 || L-1049G__.......-..-.---- 20 | 22 
saint tacit sw Seis 0 | 87 || L-1049H.................- 4 18 
OEE icon teetumereoane a 29 tg See 0 25 
Deets. 0 69 | {|} —_____ 
OM cht citi ans eke 0 | 44 || Petnisccuatin 275 | 815 





1 Suitable for military service, but not presently needed for CRAF. Either in service or firm order for 
future delivery. All of the above aircraft except the DC-8 and B-707 jet transports will be in service by 1958, 
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quste No. 3.—Distribution of ton-mile lift, scheduled airlines, civil reserve air 
fleet, Dec. 31, 1956 


Annual Annual 
available | available 
ton-miles 1 * i ton-miles } 
(in millions) | Type—Continued (in millions) 
3 
.3 


2 





Total 


1Ton-miles derived from form 41, air carrier reports to Civil Aeronautics Board, for 


12 months ending June 30, 1956. Data reflect airlift capability of transocean operations 
at D-day utilization of 10 hours. 


Taste No. 4.—Schedule of D-Day availability ATA aircraft not allocated to CRAF 
but eligible for service, year-end status 


Airplane units and available ton-miles ! ? 


| | 
1957 1958 1959 1960 


1961 


Num-| Ton- |Num-| Ton- |Num-| Ton- \Num-| Ton- \Num-| Ton- 
| ber | miles | ber | miles | ber miles ber miles | ber | miles 


| ; ; | . aes i Soni 


Millions | | Millions Millions | Millions 
44 157.5 |-. | rere vest onan dvone egoehateseds 
107 WES bn sechecs 
Si SRS ical 
147 1, 029. 1 10 | 70.0 |. 
16 | 9 CE) hancewatdeaes- 


ec a, | ~ « 
52 | 99 | 287.2 


38 | 379. { 


, ee Ee 

bake Q | 70.9 |... 

ae. ........ ‘ M412 
SI osc emenews 8.3 | 
L-1049G - - a 183.5 |_- 
L-1049H..._.._.--- 153.0 |__- 
1-1649A ___. 25 | 260.9 | 


a | sccce 
leo stesemns 
| 
j------] 

| 


39 950.0 


1 Ton-miles derived from Form 41—air carrier reports to Civil Aeronautics Board for 12 months ending, 
June 30, 1956. Data reflect ton-mile capability of airplanes operating in transocean service at D-Day util- 
ization of 10 hours. 

2 The number of airplanes, and related ton-mile lift, which comprise the eligible reserve fleet of the sched- 
uled airlines may be subject to reduction through retirement of DC-4, DC-6, DC-6B equipment types. 
In preparation for the general passenger fare investigation, ATA member airlines have indicated at least 
78 such units will be retired before 1960. Many of these airplanes, however, are likely to find their way 
nto the fleets of supplemental carriers or corporation owners and would therefore still be available for the 
civil reserve air fleet. 


Total........| 612| 4,483.9 | 7 | 509. 6 982.0| 73| 1,540.8 
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TABLE No. 5.—Unallocated annual available ton-mile capacity of civil air carriers 
suitable for assignment to civil reserve air fleet 1957-61 


Cumulative available 


Year: ton-miles (millions) 
1957 __- wns Riss aaa site ibaa a a ee solemiatl es it lic on ig 
BOORR 2 5~ ~~~ esse Sasa. de SESSi tll. 
DOO isi icin awewamed Wi Wakes tn SOG e ck See _...-. Oe 
DNs eT a Mle coe nS ni lee Sess caetaset TREE 
Senseo hh dki dee Eee Len tee LBs Sets See eRe SoS 8, 466.3 


Note.—The 8,466,300,000 annual available ton-miles of the scheduled airlines’ unallocateg 
but “eligible aircraft” reflects progressive delivery of the world’s most efficient airplanes 
during the next 5 years. As the table shows, 4,483,900,000 annual ton-miles of capacity 
is available new in 1957. . 


TABLE No. 6.—Number of aircraft im fleets of domestic airlines allocated or suit. 
able for allocation to CRAF 


American Airlines__-_ an icant se aa celia ceanannie : 168 
ce Sa a SI i RS RR EL SR y 
A I EEE” NOs sc cari rm siftenn eckson so Siew cece, me aeaebitaate& maat 


— — joel ae 
CII UN ek sins nahn eee eae Tan ov be tonnes in ons cg voit ado arinpaodind oa 


._ 
-~! 





era Bar ais Sees Se a nde SSL EL See enna bk 
Ti Biving Tiger Line. cata dnatoisnae nce nidmessdsnsneus aie =a ee 
TO SER iii cn ccciinnmacihnicinunnieise ibe enmds licen apenas — 
I ian arene Gleia eh ainanitigdbaec nc dbeenines slhsbasininiisins Bhacedecenes _— 
I I crac ress ete eae ents Seer bod Peoria in ns tcl seb aocns ahold comes 5 
I ae ss ges ea i cls aaa rics dn ris ean licen anaes echinacea 16 
I a ae hes sclera ation ase en itl Sei adobe sips siseeighie aaa 188 
Penne nr I a nn SB ab ated en deweael 35 
Total 


a i a alia RG te Ss tt cs anny asap btamak area htm dwwiseieieuee 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


TaBLE No. 7.—Position of A 
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. T. A. members’ planes assigned to C. R. A. F. as of 


noon GCT March 20, 1957 














? 
| Aircraft out-| Aircraft in 
| side United | heavy over- Net in 
Total number of planes | States as of | haul as of 12 United 
Airline | in CRAF |} 12noon noon GCT, States 
| GCT, Mar. | Mar. 20, 1957 available 
| 20, 1957 
iii oni. a es i ee 0 0 0 0 
American - - i dgheeeer~tesaebanenen .. SOPs an ancktaee 25 | 
| DC-6A___......- 7 | 
~ 
TOORs nedenashae eT 1 2 29 
Braniff_. - a néiscihiceiaset Se Sees 5 | 2 1 2 
Capital Soe Slo cicaeeee eee 8 0 | 0 8 
5 cna mancnioceistet ‘ineeladabead D OP as nnndion 13 3 
Delta__- noe ach antdiad. ft SELLER ELE: 7 1 0 8 
Eastern. ._--.-- ip teint tesa } L-749A_....-- __ 218 
| DCO-7B._-.. 12 
Y (PWM a taken 30 0 1 
| = 
Flying Tiger - ---- n gitine canola aes 33 0 0 3 
National... ...--- at ee wat Seteede 43 
f tubes A 
| se 
_, es 7 | 0 0 7 
Northwest... .-- | DOE, 5. nave nends 3 
a ie 5 
BPE cawackence 6 
| Te; 14 | 2 1 ll 
Pacific Northern. ...-..-.- seen). Se 1 0 0 1 
IR ato a dons Coekkbae 5 Onn ce ccn secs 2 
| DOM4cs.ccc 2 | 
-— ' 
Mise 2cis.; 4 2 1 1 
Pan American. : | DO-4__...... 3 
| DO-@A- 2.2 025.2-. 3 
| B-377 25 | 
i ee aan 27 2 22 
Resort -___-- ei ree ry 2 1 5 
Riddle ee | 0 0 0} 0 
Seaboard & Western. - os | SIOR...... <<. 9 | | 
| a... a 
' i 
ORE Scinnniciies 13 3 0 10 
RE eccbivensa LL ee 
| DC-4. ote) 
— 
'TOGM.. ic.cc5cca) ae 2 1 10 
Trans World paca 49 | 7 2 40 
United ; DC-7 cite 
| BPO. ckdnbecacane 
| ‘otal........... 17 0 1 16 
Western____.- a 8 | 0} 1 | i 
Total... _- bities See eee ey 49 14 212 





1 1 of these airplanes is in full custody of United Air Lines on an interchange basis and the other 2 are in 
full custody of American Airlines on an interchange basis. 

2 Eastern states that, in addition to the above, it has modified 8 more DC-7B to phase A configuration 
but these airplanes are not yet assigned to CRAF. 

3 This is an estimate. The list of aircraft shows 4 DC-6A’s and 8 DC-4’s. We have assumed 3 of this 
number available. 

4 National advises that they have signed a group A modification contract for 8 DC-6B’s, with 7 modifica- 
tions complete. No group B or standby kit contract signed to date. 

5 TWA lists 7 airplanes as out of the country. They point out that 3 of them would have arrived at 
Idlewild within 3 hours of noon, GCT, Mar. 20, 1957. 
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AIR FORCE COMMENT 


Mr. Treron. Thank you, Mr. Chairman. That concludes our state. 
ment. 

Senator Cuavez. General Moore, is there someone here from the Air 
Force who might comment on the three requests made by Mr. Tipton! 

General Moore. I have no witnesses here today, Mr. Chairman, 
except myself. 

I am of the opinion that it will take some time. I will make a copy 
available to them. How soon would the committee wish those com- 
ments ? 

Senator Cuavez. Do it as soon as possible. 

General Moore. I will. 

(The information referred to appears on p. 1566.) 

Senator Symineron. I would like to suggest, if I may, that the Air 
Force be given an opportunity to answer this net criticism of their 
policy. 

Again, Mr. Tipton, may I say that you are talking about personnel 
airlift, are you not? Are you also talking about cargo airlift, combat 
airlift? 

Mr. Treron. We are talking about both personnel and cargo airlift. 
Let me talk about the two separately for a moment in answer to your 
question, if I may. 

As far as personnel are concerned, the personnel transports that 
the civil airlines have in their fleets and available to commercial or 
military passengers are the best personnel transports there are, and 
the ones that are being acquired are best personnel transports there are. 

So there would seem to be little justification in our opinion for 
MATS to provide such an extensive service in personnel transport 
as they do. 

Senator Symrneron. Do you have plenty of air transportation 
available at all times ? 


ABILITY TO ABSORB MATS TRAFFIC 


In other words, your traffic is not to the point yet where you are 
using your facilities to capacity, and, therefore, you could handle all 
the MATS traffic; is that right ? 

Mr. Treron. I would not claim at this time that the civil airlines 
can absorb all of the MATS traffic. It would be quite impossible for 
them to do so with the present fleets. 

Senator Symineron. How much do you claim they can absorb? 

Mr. Tieton. We have estimated here in making our proposal that 
the 18 percent of the MATS personnel transport that the civil car- 
riers handle in fiscal year 1956 could be increased to 40. 


METHODS OF 





HANDLING PASSENGERS 
Senator Symineron. Would you give them a priority then when 
they wanted to move their people as against the average person? 

Mr. Trrron. No. 

Senator Symineron. You would not? 

Mr. Treron. Not in our ordinary commercial service. 

— wartime we, of course, provided priorities for military per- 
sonnel. 
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Senator Symineron. We are talking about peacetime now. 

Mr. Tieton. The way the individually ticketed troop movements 
are handled now, and would be handled in the event of increased uti- 
lization, of civil air carriers, would be the same way as the ordinary 

urchaser of commercial transportation on scheduled flights within 
this country and abroad is handled. 

Senator Cuavez. What about the citizen? He travels by air, too. 

Mr. Tieron. That is right. I don’t think we should approach this 
from the idea of this being a priority transportation. 

Senator Symrneron. I know it is very hard, for example, to get 
air transportation to certain parts of the world where we have troops. 
From personal experience I know that that at times is a problem. 

What would the military do? Would they wait their turn until 
you could take them over? 

Mr. Trrron. No. The way that is done now, a limited number of 
military passengers are moved on the scheduled operations and the 
rest of the military personnel movements are handled by contract, 
under which arrangement the military agencies enter into a contract 
with an air carrier, on a basis usually of bids, to move plane loads of 
troops between points where they want them hauled. 

Now, that is the way that this increased traffic that we are speaking 
about would probably be handled. 

Senator Syminecron. You understand, I am only asking for in- 
formation. Is the air travel of the airlines as fast as the airlines are 
increasing their equipment ¢ 


EXCESS CAPACITY IN AIRLINES 


Mr. Tieron. Unfortunately right at the moment it is not. Gen- 
erally speaking, over the past years, that has been true. We have 
added so much capacity however, in the past 18 months that our load 
factors, which usually measure the extent of unused capacity, have 
been going off over the past 6 months. 

Senator Symineron. What you would like to do is to get that 
excess capacity you now have in the airlines contracted for by the 
services, and have the services reduce their capacity? You want them 
to contract for more lift than they are now contracting for; is that 
correct ? 

Mr. Tieron. Yes; that is correct, but what we propose is a broader 
policy suggestion than that. We are suggesting that over a period 
of years, and here we suggest that it be considered over a period of 4 
years, that, because the policy of utilizing a Government airline in 
our opinion holds great disadvantages for the public and in our opin- 
ion also for the military services a definite policy be established of 
transferring the commercial type traffic on to civil airlines over a 
period of time. 

Senator Cuavez. How can you do it if you do not have the capacity ? 


NECESSITY FOR DEFINITE POLICY 


Mr. Tipron. I was just going to answer that question, Mr. Chair- 
man, which goes to the heart of the matter. The way to accomplish 
that is by the adoption of a definite policy, that that is the way our 
airlift is going to be organized, at which point instead of the Govern- 
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ment buying the airplanes, putting up the capital investment and 
utilizing its skilled technicians to man the airplanes, the airlines, 
given that encouragement of traffic, will buy airplanes as they 
buy airplanes for all the rest of the service they have, they will 
increase their capacity, increase their roster of pilots, and increase 
their roster of technicians, which in time of war are just as available 
to the military as if they were in the military. 

Now, that is the broad scope of the plan that we are ree ommending, 
that a definite ch: ange in basic policy, transportation policy, be made 
here. 

At the present time, the policy of the Department of Defense says 
in effect this, “that our trafhie, the traffic that we are required to move, 
will be moved by MATS up to the point where MATS runs out of 

capacity. W hen MATS runs out of capacity then we will call on the 
civil air carriers.” 

In other words, the civil air carriers get what is left. 

Senator Symineron. We want them to use whatever the capacity is, 
now that the taxpayer has invested in it, we want them to use it to 
the utmost. 

QUESTION OF USE OF MATS CAPACITY 


Mr. Tieron. That, of course, is a good question. It is a hard one 
for me because I do have to admit once you have the capacity and are 
going to spend money to operate it, then it is hard to oppose carrying 
Government traffic in it and I do not oppose it. We do not oppose it. 

Senator Syminoton. Therefore, you address yourselves primarily to 
the question of any new equipment they are getting: is that it? 

Mr. Tipron. I am addressing myself as well to their present fleet. 

Senator Symineron. Would you want to have their present fleet 
idle, then, in order to give additional traffic to the airlines? 

Mr. Tipton. There is a good bit of it, which, in a normal transport 
operation where your watchword has to be “economy,” they should 
place on an inactive status. 


DISPOSITION OF PRESENT FLEET 


Senator Symineton. Would you not rather have them give it or 
sell it, or rent it to you, than to just have it gather cobwebs somewhere 
and not be used ? 

Mr. Tieton. What I am talking about are DC-4’s. I think maybe 
it would be good to have that done, to sell some of them to the airlines, 
but I think that the airlines in trying to assume their responsibility 
for airlift should look beyond the DC-4 

Senator Syaineton. A DC-4 is not a comfortable airplane and it 
is an old airplane and it is not a pressurized airplane, but it is still 
a serviceable airplane. 

What would you do? Would you have them rent those airplanes to 
you or sell them to you? If they do not do either, it would be better 
to use them. Otherwise you would be building up a fleet that was 
transporting freight only with the more modern airplanes. 

Would you not ‘rather have them rent the DC_4’s to you? 


POSITION REGARDING DC—4’S 


Mr. Treron. That is a hard question to answer. Here we have an 
airplane that the airlines for all practical purposes have abandoned 
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as not being sufficiently efficient to do a transport job. It is still a good 
airplane. 

Senator Symineron. On a_ cost-per-mile basis, the DC is 
abandoned ¢ 

Mr. Tivton. ‘The DC-+4 does not match the DC-6. 

Senator Syminoron. I understand that. Is it an inefficient airplane 
to operate, net ¢ 

Mr. Trrron. You had better put it this way: The airlines designed 
the DC—4 and bought the DC+4 

Senator Symineton. I have sold many D¢ 4s when I was Surplus 
Property Administrator. 

Have you a breakdown of what MATS has in the way of airplanes? 

Mr. Tipron. We did have. My recollection is about 125 of the 
DCH type, but that figure ought to be checked. 

Senator Symincron. Also, no doubt, because of the age of the plane 
it has been depreciated out ¢ 

Mr. Treron. I would assume so. 

Senator Symincron. Naturally we have to have the Air Force side 
of it and I don’t know what that is, but I just wanted to be sure what 
your idea is. 

You suggest they take those 125 planes and dump them somewhere 
in the river ¢ 

Mr. Treron. Well, I think it is inefficient to operate them. 

Senator SymMineron. Have you got any figures to support that? 

Mr. Tirvron. Yes; you have cost figures. 

Senator Symincron. Why is it inefficient to operate them ? 

Mr. Tirron. Compared with the more modern airplanes it is a high- 
cost airplane per available ton-mile. 

Senator Symrnecron. Would it be better for the taxpayers if they 
scrapped those planes than if they continued to operate them; scrap 
them and turn the business over to the airlines? Is that correct? 

Mr. Tipron. I think it would. 

Senator Symineron. Do you have any figures to support that ? 

Mr. Trrron. Yes, we can furnish those. 

Senator Symrneron. Will you put those in the record at this time? 

Mr. Treron. Certainly. 





AIR FORCE POSITION 


Senator SYMINGTON. So that we can give the Air Force a chance 
to answer or agree with your position. 

You are either right or you are wrong. 

Mr. Tivron. Yes. Well, we will put ‘the figures in at this point, 

Senator Symineron. I think that is very important, Mr. Chair- 
mal. 

Senator CHavez. I think so. 

(The material referred to appears on p. 1574.) 


FIGURES IN COST OF pc—4’S 


Senator Symrneron. Let us get the figures which you say will show it 
is better for the taxpayer to have the Air Force sc ‘ap the approximate 
125 DC4’s, which you say are in the MATS fleet. 


Now, what other plane in the MATS fleet do you feel that same 
about, if any ? 
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Mr. Tipron. I don’t feel the same about any of them as far as J 
know. The rest of the fleet, I believe, are good modern transport air- 
planes. 

The C-24 I do not know a thmg about. 

Senator Symineron. That is a strategic cargo plane primarily. 

Mr. Treron. So I know nothing about the cost of that. 

Senator Symineron. Would vou recommend they do anything with 
that ? 

Mr. Treron. Possibly, if over a period of time you would want a 
study 

Senator Syminctron. Let us not say “possibly, if over a period of 
time you want a study.” We want to know what you think about this, 
I am not saying you are not correct. We want to know what it is you 
want MATS to do now because this is an Appropriation Committee 
hearing where the question of spending the taxpayers’ money is of 
paramount importance, of course always secondary, however, to our 
national security. 

Senator CrAvez. If I understand the gentleman correctly, what you 
want isto have MATS get out of business: is that right ? 








POSITION 





OF TRANSPORT ASSOCIATION 




















Mr. Tipron. No; that is not right. 

The airlines are more conscious probably than anyone else as to the 
wisdom and the necessity of having a MATS. And we have a good 
reason for it. 

At the beginning of World War IT, the civil airlines in effect created 
MATS. At the time that war started, there was no recognition of the 
necessity of an airlift in the United States. 

The way MATS was created was to take half of the airplanes of the 
civil airlines and rent them and create MATS. Now that must not 
happen again. 

The airlines recognize the need for a MATS but we do not recognize 
the need for a MATS as a general transporter of Government traffic. 

As we say in my statement, MATS has a specialized role to play 
and they can, with greater efficiency and with greater economy, rely 
upon the civil airlines to do the routine transport job. 

Now that is our feeling. We are not suggesting the elimination 
of MATS. We are suggesting a redetermination of its mission and 
of the scope of operations that mission requires, and an increased utili- 
zation of civil carriers who will be prepared, once a policy is estab- 
lished, to equip themselves with the most modern airplanes that can 
be had, as they do for their commercial fleets, to move the Government 
traffic. 

Senator Cuavez. I assure you that this committee will inform the 
Air Force as to your statement and we will see to it that they investi- 
gate this situation very carefully and will ask them to come over here 
and give us their position. 













ATR FORCE BUDGET 


Senator Symineton. Now, Mr. Tipton, you say the Air Force budget 
is $41 million for its 533 account, “Contractual commercial airlift. 
Mr. Triton. That is right. 
Senator Symineron. They also have an item on the 433 account of 
$24.4 million. Together that would be around $65 million. 
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Then you say the original Army budget estimate is $14.4 million. 
Now that is getting pretty close to $80 million. 

You say “We urge the committee to specify that at least the amounts 
contained in the budget estimates of the service for commercial aug- 
mentation of MATS be earmarked and used for the purposes in- 
tended.” 

Do you suggest that the committee raise those amounts ¢ 

Mr. Tieton. We suggest in the following paragraph that the com- 
mittee raise those amounts. 

Senator Symineron. In dollars? 

Mr. Tieton. In dollars. 

Senator Symineron. Do you have figures in dollars how much you 
recommend these amounts be raised ? 

Mr. Treton. Yes. 

Senator Symineron. What would they be? 

Mr. Treron. Our recommendation is the utilization of commercial- 
like airlines in fiscal year 1958 for the movement of 40 percent of 
MATS passenger traffic. In order to do that, the “533 personnel” ap- 
propriation would have to be increased by about $40 million. 

The 433 account would need to be increased by $25 million. Both 
of those figures are approximate. If that were done, the funds would 
be available for the civil air carrier augmentation of MATS by the 
40 and 20 percent figures. 


QUESTION ON ARMY ACCOUNTS 


Senator Symineron. How about your Army account. Would 
you increase that ¢ 

Mr. Tieron. Can you answer that, Ramsay ? 

That account is a little uncertain as far as we are concerned, because 
it is not broken out of the appropriation as it comes from the House. 

Mr. Porrs. The reason why the $40 million estimate in the 533 
account we believe would take cave of the increase to 40 percent is 
because there is already in the 533 account an increase over last year. 
Also the cost of the contract airlift has been running less in the last 
6 months, and therefore an additional sum of this amount we think 
will take care of the increased percentage. 

Senator Syminaron. The less there is in MATS, provided our 
national-security problems can be handled properly, the better I would 
think it would be. 

On the other hand, especially with conditions as they are now, we 
have to have a lift that can be controlled and can be moved rapidly. 
I know you would not want to do anything to hurt our national 
security in order to better the position of the private airlines, 


RESTATEMENT OF POSITION 


What you are really doing here is getting into a technical aero- 
nautical problem, as I see it. You are recommending that the budget 
be increased some $80 million for the airlines and, at the same time, 
that MATS scrap 124 airplanes which are in their opinion still usable, 
and no doubt which they believe help the training of their people. 
Is that roughly what we are talking about now, so that we under- 
stant what the problem is before the bill is marked up? 
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Mr. Treron. Let me think back over your statement. 

Senator Symincron. Let me repeat it. 

You are suggesting to this committee an increase by some $80 million 
for the MATS and/or Army requests for contractual obligation aus 
thority with the private airlines and, at the same time, that they 
reduce or scrap 124 DC-4’s which, in effect, you consider obsolete 
airplanes; is that right ? 

Mr. Tirron. It isnot right. Let me comment on it. 

The first part of the statement is completely correct. 

Senator Symineron. The $80 million figure ? 

Mr. Tipron. Yes. The reason I raise the question about the scrap- 
ping of the DC_4’s, it would require a considerable study to be able to 
balance the traffic that would move by civil air carriers under our pro- 
posal against the traffic that would remain with MATS and I am not 
sure whether that would result in the nonutilization of the entire C-54 
or DC-—4 fleet or not. 

That would require quite a study to determine that. Perhaps I 
should put it this way: 

If the utilization of civil air carriers to the extent we recommend 
would result in the nonutilization of any of the MATS fleet, I would 
ground or not use the portion of the C—54 fleet that they have, and the 
reason, of course, is clear. 

Senator Symineron. For the record, the C—54 and the DC-4 are 
the same airplane ? 

Mr. Trpron. That iscorrect. Because the DC—4 is an older airplane 
and must surely be written off by any standards. 

Second, that in all probability it is the less efficient cost wise of all the 
airplanes that MATS has, at least all of the airplanes I am familiar 
with, their DC—6’s and the remainder of their fleet that are commer- 
cial types. 

With that correction, that is our understanding. But we go fur- 
ther. 
Senator Symincron. Let us stick to that point for the time being. 

If the Air Force estimate of their load is correct and they give you 
more business, to that extent they would eliminate the less efficient air- 
plane that they have in their fleet. That would be mathematical, 
would it not / 

Mr. Treron. T would think so. 

Senator Symrneron. Have you taken your 50 percent increased esti- 
mate on the accounts of 533 and 433: have you gaged that against the 
load-carrving factor of the C—54’s? 

Ts that the wav vou came up with this figure of 50 and 50? 

Mr. Treron. The way we came up with the figure of 40 percent and 
20 percent of the passenger and cargo traffic specifically, the one you 
refer to. is by examining our own capacity, what we could take. In 
answer to your direct question, we have not studied the steps that 
MATS would take in the reduction of their operations if such a re- 
duction were required. 

Would you like to add to that, Ramsay ? 





SUPPORT FOR REPROGRAMING FUNDS 


Mr. Ports. Mr. Chairman, if I may, I would like to make just a 
few remarks. 
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We have recommended here that the Department of Defense re- 
program funds in the total budget estimates. 

Now, this does not necessar ily mean that all of this would come out 
of the MATS operations and maintenance account. For instance, a 
lot of people are being moved by surface transportation, in MSTS 
vessels. 

We think it is more economic when you consider the productive 
man-days to move all these people by air. In cabin class transporta- 
tion, just based on what it is costing out-of- pocket, the price is about 
the same or a little more than by contract air. 

Now the Air Force has already adopted a principle of moving its 
people by air because they save in productive man-days. Also, we 
think that the experience in World War II with the German sub- 
marine fleet demonstrates conclusively that with a large submarine 
fleet in time of war roaming the oceans, it would be a doubtful policy to 
send people by sea to try to get them to points overseas. 

We think the Russians’ submarine fleet, which is estimated to be 
more than 600 submarines, will make sea transportation highly 
vulnerable. 

QUESTION OF MILITARY POLICY 


Senator Symineron. Are we talking about a question of military 
policy or are we talking about a question of fiscal policy as to how 
to transport people / 

I frankly do not think that the military policy is a matter that the 
Air Transport Association is as well equipped to discuss as are the 
military people. 

If it is a question of logistics from the standpoint of whether a plane 
is or is not an economical plane net, then I do think that is an ap- 
propriate subject for your organization, but I do not think we should 
get into a question of ‘whether the militar y should go by sea, air, rail, 
biey cle, or what have you. 

I think that is a matter for military decision. 

I can see why you would not want MATS to increase in size and 
buy new planes, but MATS has these planes now and if it were wrong 
in the past for them to have gotten the planes, that is water over the 
dam. 

But, it is not water over the dam if it is wrong in the present to 
continue to use them. So I would suggest that you present why you 
think they should not use equipment ‘they have, why you think they 
should not buy any additional equipment, and finally, why you think 
they should use your equipment instead. 

That, to me, is the problem from the standpoint of Mr, Tipton’s 
presentation, Mr. Chairman. 

Mr. Porrs. Mr. Chairman, I only made the previous remarks to 
show that all of this money would not have to come out of MATS 
Operations and Maintenance account. The Department of Defense 
might decide to reprogram it in other ways. 

Senator Symineron. In other words, to take the ships and store 
them up. 

Mr. Ports. To take some of those instead of MATS airplanes. 

Senator Symineton. I imagine you would have a little argument 
there with the Navy. 
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Mr. Porrs. We do not want to get in an argument with the Navy, 




















































Mr. Chairman, V 
Senator Cuavez. All right, Mr. Tipton, thank you very much for iten 
your statement. pen 
Senator O’Mahoney. The 
pay 
STATEMENT OF HON. JOSEPH C. 0’MAHONEY, A UNITED STATES I 
SENATOR FROM THE STATE OF WYOMING 69 
I 
GENERAL STATEMENT re 
Senator O’Manonry. I want to take only a brief time, because J 24 
know the committee is well acquainted with the problem that I would : 
like to submit to you. ml 
I was delayed in coming here this morning because I had to attend 7 
two other subcommittee meetings. One of them was a meeting of the co 
subcommittee of the Joint Economic Committee, dealing with the fis 
problem of fiscal and monetary policy and the maintenance of a sound fo 
economy. : 
7 DEFENSE HIGHEST PERCENTAGE OF BUDGET bu 
An outstanding fact, which I think has been pretty generally neg- f 
lected, is that the expenditures for national defense and mutual : 
security set down in the President’s budget in excess of $43 billion 
accounts for practically 50 percent of the entire estimate of expendi- P 
tures for 1958. 
NATIONAL DEBT INTEREST NEXT HIGHEST 

The fact which is utterly neglected is that the next greatest category 
of expenditure for the Federal Government is the interest upon the P 
national debt. We are going to be required to pay at least $7,400 ¢ 
million for interest on the national debt during the fiscal year 1958. I 


Personally, I believe that that estimate is on the low side because 


the interest which the Government has to pay for borrowed money 
is growing day by day. ‘The newspapers this morning carry a report 

from New York to the effect that Government bonds have sunk to a 
new low. 


The bonds on the stock market under the Second Liberty Loan Act 
were lower yesterday than they have been for many years. 

In other words, the Government is finding it more difficult to borrow 
money and finding itself compelled to pay a higher rate of interest for 
the money that is needed to meet the cash expenditures that are re- 
quired. 

Those who hold short-term securities when offered new securities 
in exchange within the last month refused to take securities, but de- 
manded cash to the tune of about one and a half billion dollars. That 
was because they found it possible to secure a much higher rate of 
interest for other items. 





SOURCE OF SAVINGS 





Now, with $7,400 million being the President’s estimate for the 
amount we must pay on the national debt, one looks to the other ex- 
penditures to discover where savings can be made. 
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We cannot hope to make really significant savings in the ordinary 
items of government. Take, for example, the veterans’ benefits and 

nsions; those benefits payments and pensions are prescribed by law. 
The estimate submitted in the Bureau of the Budget for veterans 
ayments amounts to only 7 percent of the entire budget. 

Agriculture is a little less than $5 billion and that accounts for only 
69 percent of the total budget. _ 1224 ‘pa 

Labor and welfare account for $3,500 million, which is only 4.9 per- 
cent of the total expenditure estimated by the President’s budget. 

Commerce and housing called for $1,100 million in expenditures, or 
94 percent. 

Natural resources throughout the United States call for $1,500 
million, or 2.1 percent. 

And general government itself, the cost of Congress, the cost of the 
courts, the cost of the ordinary branches of General Government, the 
fiscal policy, the personnel handling, FBI, and the like—they call 
for only $1,500 million. In summary, the expenditures which are 
made for major national security and interest on the national debt 
bulks so large in total Government expenditures that no really signifi- 
cant savings can be made by reducing the outlay for normal civil 
functions of Government. 

Senator Cuavez. Do these figures you cite include the independent 
offices or only the General Government ? 


ITEMS INCLUDED IN LISTING 


Senator O’Matonry. No; in this General Government the inde- 
pendent offices are not included. I will read the items that are in- 
cluded. This will be found on page 32 of the Federal Budget in 
Brief under Chapter 9 on General Government. 

The total expenditure is $1,451 million, which constitutes 2 percent 
of the 1958 budget, according to the Bureau of the Budget. 

Then in the table on page 33, it is recited that financial management 
will cost $519 million; property and records management, $307 mil- 
lion; FBI, alien control and related programs, $196 million; legislative 
and judicial functions, $152 million; central personnel costs, $104 mil- 
lion; District of Columbia, Territories, and possessions, $103 million; 
the Weather Bureau and others, $70 million. 

I recite these as the selection made by the Bureau of the Budget. 
And I do so to make it clear that if we are going to make a saving, that 
saving must be made in the biggest item of all, which is major national 
security, $43,300 million. 

On page 16 of this document issued by the Bureau of the Budget, 
this is set down not as practically 50 percent, as I said before the docu- 
ment was placed in my hand, but as 60 percent. Sixty and three-tenths 
percent of the total expenditure of the Government for fiscal 1958 will 
be made for major national security. 

Now we have the evidence of the President, we have the evidence 
of the Secretary of Defense, Mr. Wilson, that part of this cost is due to 
inflation, to the increasing price which the Government must pay for 
the equipment which it buys, to the increasing complexity of the mod- 
ern weapons which we are building to be ready for a dread eventuality. 


92576—57——_91 
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METHODS OF PURCHASING 


But, in addition to that, Mr. Chairman, there is the problem of how 
to purchase the common items of supply. Back in 1952, when T had 
the honor of being a member of this committee, after a study had been 
made by the Preparedness Subcommittee of the Committee on Armed 
Services, headed by Senator Johnson, studies were made in the Hong 
by Congressman Hébert, Congressman Bonner, Congressman Hardy 
and all of them showed that there was a tremendous duplication jy 
purchases. 

I have here, Mr. Chairman, a document which is entitled “Depart. 
ment of Defense Excess Personal Property” for June 3, 1957. I think 
this contains some 60 pages, small type, of at least 25,920 items that in 
this month of June the Department is selling as surplus. 

The record seems to indicate that the Department is selling as sur. 
plus property some of the same items for which you will be asked to 
appropriate money to purchase for the various branches of the Depart. 
ment of Defense. 

Senator Cuavez. The committee has had some testimony as to the 
inventory and it is tremendous. 

Senator O’Manonry. No question about it. 


AMENDMENT TO UNIFY PURCHASING 


Now in 1952, after those studies had been made, as I say, I drafted a» 
amendment in collaboration with other members of the committee and 
Members of the House as well as the Senate. 
the defense appropriation bill of 1952. 

The purpose of that amendment was to bring about, unification in 
the purchase of items of this character. 

In 1955 the Hoover Commission filed a report on business organiza- 
tion of the Department of Defense. Beginning on page 37 of this doe- 
ument, dated June 1955, there is a discussion of a program for im- 
proving management of common supply and service activities in the 
whole Department of Defense. 


yecame section 638 0 
It | tion 638 of 





LAW 





NOT CARRIED OUT 


In this report, it is stated—I shall not attempt to read the report 
because it is available to the committee—it is stated that at that time, 
in 1955, 3 years after the amendment had been adopted and made a 
legislative rider upon the bill, its purpose was not being carried out. 

I know that the Department of Defense has made every effort to 
make some progress along this line and some progress has been accom- 
plished, but not enough to make the savings which ought to be made 
if we are to reduce Federal spending in the very spot where most of 
it takes place. 

It is a common statement in World War II that we won the victory 
in that conflict by digging it out with a shovel of gold. That is true. 
War is essentially a very wasteful enterprise. 

The appropriations are difficult tomake. The Bureau of the Budget 
is under pressure from all of the departments. The Congress 1s under 
pressure. Expenditures are made. And it is slow to get progress. 
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Cataloging was undertaken before this rider of mine was adopted. 
Tam told that $150 million has been expended on the preparation of 
this catalog of the items available and the work—— 

Senator Cuavez. I do not believe it is ready yet. 

Senator O’Manonery. It is not ready yet. That is precisely the 
point, Mr. Chairman, that I wanted to make. 

I understand that 3,295,000 items have been separately identified 
through the 30th of April 1957; 582,000 items which would occupy 
the space covered by 6 Sears, Roebuck catalogs, are managed by more 
than 1 department. And this is before the stand: irdization of items. 

It should be noted that many items have small variations in size, 
in color, capacity, and the like. 


EXAMPLE OF PENCILS 


For example, in size and form, you will find in the catalog an item 
dealing with pencils. Now round pencils and hexagon pencils are in 
different categories, yet they both do the same work. And huge quan- 
tities of these items are purchased. 

The House hearings on this bill indicated, as I say, that over 3 mil- 
lion items have been identified under the cataloging system at a loss 
of $150 million. 


VALUE OF PERSONAL PROPERTY INVENTORY 


Bearing the extent of duplication in mind, a review of the inven- 
tories is revealing. The personal-property inventory of the service as 
of June m 1956, was over $111 billion worldwide. This is set forth 
in table 1, page 55, of the House committee hearings. 

I eid like to make this a part of the record at this point, Mr. 
Chairman. This is entitled, “Real and Personal Property Inventory 
Report : Table 1, Worldwide Distribution of Inventories, Department 
of Defense, as of June 30, 1956.” The Department of Defense had 
real property amounting to $22,918 million and personal property 
amounting to $111,164 million. 

The Army total was $35,411 million. Of that, $7,950 million is in 
real property and $27,461 million is in personal property. 

The Navy, including the Marine C orps, had a total of $53,907 mil- 
lion, real property amounting to $7,887 million and personal property 
amounting to $46,020 million. 

The Air Force total for both real and personal was $44,764 million, 
divided as follows: Real property, $7,081 million; personal property, 
$37,683 million. 

(The tables referred to follow :) 
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ATTACHMENT No. 1 


June 30, 1956 
[Millions of dollars] 








APPROPRIATIONS, 


{House Government Operations Committee Report] 


TABLE 1.—Worldwide distribution of inventories, Department 


i 
| 7 . 2 
| Territories 








1958 


of Defense, as of 














| In transit 












Conti- 
Military departments and Total nental 
type of property United 
States 
on penepe — — Raman = 
I it teshiccintasatttineseetadegnin 134, 082 105, 529 | 
PE NENT occccsscnemeonaweohanne 1 22,918 | 18, 248 
Petpomal property . .. 2... 2 oncwcccucene 2111, 164 | 


2 87, 281 | 


Army total 35, 411 28, 955 








ME i ida och ies dgiecaeeie a 950 | 6, 879 
PION BOO an conn dé pddcncatieicnnn 27, 461 22, 076 | 
Navy (including Marine Corps) total----- "53, 907 | 40, 4! 55 | 
| —— 
SEI PONE cade ccnsncedenisadion 7, 887 | 6, 530 
Personal property - -- ithe iceceas 46, 020 | 


+ 33, 925 | 
44,764 | 36,119 
7,081 | 

37, 683 


Air Force total--_-- 


DE NUN > hccndecnnss¢edededunnede 


4, 4, 839 
Personal property 31, 280 | 


1 Excludes real property under the jurisdiction of the Civil Works Division Office, 


Department of the Army, 
million; and Territories and possessions, $7 million. 


Chief of Engineers, Department of the Army. 


2 Excludes personal property under the jurisdiction of the Civil Works Division Office 
Engineers, Department of the Army, in the amounts of: Worldwide 


States, $185 million; and Territories and possessions, $0.2 million. 
of the Office of the Secretary of Defense. 

3 Includes reserve fleet. 

4 Includes supplies afloat and active fleet. 





Senator O’MAnHoney. 


the way to do it is to make that rider of 1952 
Senator Cuavez. That is the 1 

posed amendment. 

AMENDMENT INTRODUCED 


file this copy of the amendment for the record. 
(The amendment referred to follows:) 


[H. R. 7665, 85th Cong., 





Amendments intended to be proposed by Mr. 
Chavez and Mr. Douglas) to the bill (H. R. 


other purposes, viz: 


1st sess. ] 


O’ Mahoney 


Foreign 
and pos- countries 
sessions and 

afloat 

4,991 | 22, 126 | 
2, 470 | 2, 200 | 
22, 521 | 19, 926 | 


1, 158 | 
= "585° 486 
573| 4, 495 
2, 035 HT ‘11, 104 
1, 096 261 


939 | 


1, 798 | 
7389 1, 453 
1, 009 | 4, 588 


| 


, $185.2 million; continental United 
Includes $2 million personal property 


Now, Mr. Chairman, it seems to me that when 
the record shows that there is a total of personal property in the 
inventory as of June 30, 1956, amounting to more than $111 billion, 
if we really want to make some savings ‘where § savings can be made, 
a little stronger than it is. 
eason for the introduction of the pro- 


Senator O’Manonery. That is precisely the reason for this amend- 
ment which I introduced on behalf of myself, the chairman of this 
subcommittee, and the Senator from Illinois, Mr. 


Douglas. 


4, 981 


4 10, 843 
i= 
6, 041 


Chief of Engineers, 
in the amounts of: Worldwide, $3,398 million; continental U nited States, $3,391 
Also excludes certain original costs of dre »dging and 
other work of improving channels and harbors carried in the accounts of the Civil Works Division Office, 
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At the proper place in the bill insert the following new section : 


“SEc. 


—. For the purpose of achieving an efficient, economical, and practical 
integrated supply system designed to meet the needs of the military departments 
without duplication or overlapping of either operations or functions, the Presi- 
dent, within one hundred and eighty days after the date of enactment of this Act, 


(for himself, Mr. 
7665) making appropriations for 


the Department of Defense for the fiscal year ending June 30, 1958, 
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shall submit to the Congress his recommendations for a civilian managed agency, 
to be under the supervision and direction of the Secretary of Defense, which shall 
pe responsible for the procurement, production, warehousing, distribution of 
supplies or equipment, standardization of inventory control and other supply 
management functions for common supply items other than combat equipment, 
material, and directly related combat items.” 

At the proper place in the bill insert the following new section : 

“Seo. —. Section 688 of the Department of Defense Appropriation Act, 1953, 
is amended to read as follows: 

“‘Sec. 638. (a) Notwithstanding any other provision of law, the Secretary 
of Defense shall take such actions as are necessary to achieve economy, efficiency, 
and effectiveness in noncombatant services, activities, and operations through 
the elimination of overlapping, duplication, and waste within and among the 
agencies of the Department of Defense. 

“*(b) The Secretary of Defense, in order to provide for the effective accom- 
plishment of this section, is hereby authorized from time to time to transfer, 
combine, and coordinate noncombatant services, activities, and operations within 
the Department of Defense. 

“*(e) The Secretary of Defense is further authorized to transfer such prop- 
erty, records, and personnel and such unexpended balances (available or to be 
made available) of appropriations, allocations, and other funds of the military 
depertments, as he deems necessary to carry out the provisions of this section.’ ” 


SECRETARY OF DEFENSE IN OPPOSITION 


Senator Cuavez. Incidentally, the chairman received a letter dated 
June 17 from the Secretary of Defense opposing the proposed amend- 
ment. I wish to insert the letter in the record. 

(The letter referred to follows :) 


THE SECRETARY OF DEFENSE, 
Washington, June 17, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Department of Defense Subcommittee of the 
Committee on Appropriations, United States Senate. 


Dear Mr. CHAIRMAN: It has been brought to my attention that an amendment 
is proposed to H. R. 7665, the Department of Defense appropriation bill for fiseal 
year 1958. This amendment, among other things, would require the President, 
within 180 days after the date of enactment of the appropriations act, to submit 
to the Congress his recommendations “for a civilian-managed agency, to be un- 
der the supervision and direction of the Secretary of Defense, which shall be 
responsible for the procurement, production, warehousing, distribution of sup- 
plies or equipment, standardization of inventory control, and other supply man- 
agement functions for common supply items other than combat equipment, ma- 
terial, and directly related combat items.” 

The Department of Defense, as you know, has from the beginning fully sup- 
ported section 638 of the Department of Defense Appropriation Act of 1953. 
The Department continues to support the objectives of that amendment and, 
moreover, is in full agreement with the stated purposes of the new amendment; 
namely, “achieving an efficient, economical, and practical integrated supply sys- 
tem designed to meet the needs of the military departments without duplication 
or overlapping of either operations or functions * * *.” However, we do not 
think that the proposed amendment will achieve these purposes and objectives. 
In fact, I am convinced that the implementation of the proposed amendment 
setting up a new and separate supply agency within the Department of Defense 
would actually create more paperwork, less efficiency, and higher costs. 

Equally important, passage of this amendment would wash out the programs 
in being and require the Department of Defense to start all over again without 
fully realizing benefits derived from the substantial progress made to date. 

The idea of a separate service of supply for common-use items is not new to 
me. I have been familiar with the matter for years. After some 2 years of 
openminded review within the Department, my associates and I have come to the 
firm conclusion that there would be no net gain to the Government or the tax- 
payer in establishing a separate supply service for common-use items. To the 
contrary, it would require the establishment of a new supply organization paral- 
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leling the existing supply organizations, which must continue to exist under the 
proposal in order to carry out our field missions. 

The great bulk of Defense Department inventories, in dollar value, consists of 
what the proposed amendment calls “combat equipment, material, and directly 
related combat items,” all of which would be left undisturbed in the existing 
supply systems. Only the common supply items of a noncombat nature would 
be placed under the proposed civilian managed agency. Obviously, we cannot 
dispense with the existing supply systems which now handle both combat and 
noncombat items, since they will have to continue to handle the so-called com- 
bat equipment, material, and directly related combat items. In effect, there. 
fore, the proposed amendment would simply require us to superimpose on the 
existing supply systems an additional supply system, thus increasing, rather 
than decreasing, duplication and cost. 

Whenever we think about setting up a new organization to take over some of 
the functions of existing organizations, we must consider how much it is go- 
ing to cost in people and money. The creation of an agency which the amend- 
ment proposes would certainly set up new organizations for administration, per- 
sonnel management, communications, budgeting, depot management, production 
and mobilization planning, inventory manngement, accounting, purchasing, in- 
spection, and payment of bills. In our single-manager assignments, and other 
steps we have taken to integrate the kinds of things that are subject to effective 
integration, which will be discussed later, we have very largely avoided such 
new organizations particularly at the headquarters level, by using existing or- 
ganizations. I am convinced that the creation of this new agency would add to 
our net costs of operation. 

The problem of centralization versus decentralization is not unique to the De- 
fense Department. It is a common problem in private industry, especially in 
the larger business enterprises. It is essentially a problem of bigness—a prob- 
lem which I have struggled with for more than 20 years in private business. The 
bigger the enterprise, the greater the need to decentralize the actual operations, 
retaining for top management the function of establishing and clarifying policy 
and following up on performance. 

The Defense Establishment is far bigger than any private business. Here, the 
problem is one of integration versus consolidation. Our policy is to integrate 
and interlock operations; not to arbitrarily consolidate them. This complies 
completely with the purpose of section 638 of the Department of Defense Ap- 
propriation Act of 1953. 

After more than 4 years in the Pentagon, I am convinced that centralization 
or consolidation, in itself, is not the panacea for our management problems. The 
real problems are the sound determination of requirements, an effective check on 
usage, and the flow of supplies to meet these requirements. There is a place for 
centralization or consolidation wherever it can produce a profit. Similarly, there 
is a place for decentralization wherever it is the best way of doing the job. Thus, 
fundamentally the problem is to get the best job done in the most efficient man- 
ner that will satisfy the requirements of both peace and war conditions. 

I might mention, in passing, that decentralization has not only proved to be 
economical for the Department of Defense but has also been extremely advan- 
tageous to the many small-business men. 

The degree to which it should be consolidation, integration, or decentralization 
in the supply function should be determined solely on the basis of what produces 
the most efficient and economical results. This, I believe, is precisely the objec- 
tive and outcome of the original amendment. It is also the basic policy of the 
Department of Defense. 

In keeping with these policies and objectives, the Department of Defense over 
the past several years has developed and instituted a large number of very im- 
portant improvements in its supply operations, specifically designed to enhance 
efficiency and economy and to eliminate unnecessary duplication. For example, 
the extension of the stock fund principle has made available savings of over $5 
billion to be utilized as directed by Congress. 

The scope of these improvements goes considerably beyond the goals of the 
proposed amendment since it includes all common-use items (both combat and 
noncombat type), numbering over 3 million. 

With respect to certain categories of common use type items, such as food and 
clothing, medical supplies, etc., we have found that a rather high degree of inte- 
gration at the wholesale level is both practical and economical. For these cate- 
gories of supplies, as well as for certain common services, we have developed and 
establish what we call the single manager system. 
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Under the single manager plan, as applied to a commodity, the Secretary of 
g particular military department is designated to perform all supply management 
fmctions for the supply of that commodity to all military services. The assign- 
ment embraces a complete supply cycle including standardization, cataloging, net 
requirements determination, procurement, inspection, inventory management, 

itioning, receipt, storage, issue, transportation, maintenance and disposal. Con- 
trol of that commodity is exercised through one central agency and its distribution 
is effected through a single distribution system employing existing facilities of 
the military services and serving the needs of all military customers. 

In single manager assignments for common services, the designated military 
departmental Secretary exercises a like measure of central control of such serv- 
ices to meet the demands of all military requirements. 

At the present time the single manager assignments have been made in the 
commodity areas of subsistence, textiles-clothing, petroleum products, and medi- 
cal materiel ; and in the service areas of ocean transportation, traffic management, 
and airlift services. We are now actively studying the feasibility of applying the 
single manager principle to the management of photographic equipment and sup- 
plies. 

The single manager program represents complete integration in the area 
assigned of both operations and organization, in the strictest sense of the word, 
and without the extra costs of another supply system. The single manager sys- 
tem uses the facilities, manpower, staff organizations, etc., already available 
within the military departments, thus avoiding the need for more people, more 
facilities, overlapping of inventories and other types of duplication. 

We have also recognized the need for a companion approach for the handling 
of those items which may not lend themselves to the single manager concept. 
To meet this problem, the Department has outlined a program of interservice 
supply support. This program goes well beyond many of the recommendations 
on this subject made in various Hoover Commission reports, in that it covers all 
items in the Department of Defense supply system which are Common to more 
than one service, combat or noncombat. The military services have executed 
an agreement which provides for an Interservice Supply Support Committee, 
composed of the top supply managers to implement this system. Services and 
supplies hitherto available only to the units of the owning department are now | 
available to the units of all departments in the same geographical area which | 
may have requirements for these services and supplies. It also provides for more | 

: 
| 











effective utilization of available stocks since commodity coordination groups must 
identify items which are used by more than one military service. These com- 
modity coordination groups must assure that the military services fully utilize 
each other’s available stocks of interserviceable items to meet requirements. The 
continuing interservice comparison of assets and requirements now required of 
these commodity coordination groups screens procurement actions as well as 
disposal actions. 

This interservice supply support arrangement operates worldwide and has been 
implemented in the overseas commands as well as here in the continental United 
States. Currently, there are 18 commodity coordinating groups established and 
another 13 are under study. 

In addition we are continuing to utilize and improve the procurement assign- 
ment system. Under this program, one of the military departments, through its 
normal procurement system, purchases all of a given class of technical and 
commercial commodities for itself and for the other services, in accordance with 
their respective requirements when it is deemed to be necessary. Exceptions 
are made for local procurement and certain equipment of special design. This 
program alone covers about one-half of all Department of Defense purchases of 
materiel and supplies. 

Included in the single procurement assignment program is the plant cognizance : 
program. Under this program each aircraft, engine, and propeller plant is placed | 
under the cognizance of a single service. The cognizant service ‘alone maintains 
a contract administration staff at the facility and processes orders to the plant 
for all the services. Steps are now being taken to place missile plants under the 
plant cognizance system. Even where plant cognizance has not been assigned 
to a single service, one service normally performs the inspection and local con- 
tract administration functions for all the services buying from the plant, thus 
minimizing duplication of effort and personnel. 

A prime prerequisite of any integrated or coordinated supply operation is a 
common language. Thus, the Federal catalog program is a key tool in our effort 











1444 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 


2 


to achieve the objectives of section 638 of the Department of Defense Appropri- 
ation Act of 1953. This program is well on its way to successful completion, 
‘The identification phase of the program was completed last December, with over 
3 million items identified with a single name and catalog number which will be 
used in the supply transactions of all military services. Conversion is the next 
major step and almost half of that job has been completed. Conversion is the 
act of putting the new item identifications into use by tagging the stock ang 
changing stock arrangements to conform to the Federal numbers. Total ¢eop- 
version to Federal identification will be completed throughout the military supply 
system by the end of calendar year 1958. 

Another important program, which is basic to our progress in achieving inte 
gration, is the defense standardization program. During calendar year 1956, 
for example, standardization decisions stopped procurement of more than 190, 
000 generally similar items. It is estimated that this stoppage alone will evep- 
tually save about 214 million cubic feet of storage space and approximately one. 
fourth million man-hours annually in supply operations. 

I have touched just briefly on some of the highlights of the efforts to achieve 
our mutual objective of a more efficient and economical supply operation ip 
the Department of Defense. Over the last several years the Office of the Secre- 
tary of Defense has issued directives and instructions implementing over 200 
facets and phases of this supply and distribution problem in carrying out the 
purposes of the section 638 of the Department of Defense Appropriation Act of 
1953. These cover not only the areas I have discussed but also such matters as 
the determination of requirements, inventory levels of supply, purchasing, in- 
spection, distribution, warehousing, transportation, depot utilization, port termi- 
nal facilities, traffic management, utilization and disposal of surplus, uniform 
reporting, ete. 

As the above indicates, the Department of Defense has approached this prob- 
lem in a realistic way consistent with big business practice to achieve minimum 
costs. Great progress has actually been made and are well organized to 
make further progress in the future. 

I, personally, would iike to move faster in the several fields which I have 
discussed, but changes must be introduced only as rapidly as the organization 
can be trained to absorb them and only after adequate preparation. This is 
particularly important in an organization as large as the Defense Department. 
Radical changes such as that involved in the proposed amendment, in my opinion, 
will undo a great deal of the progress that has been made to date, would create 
a period of confusion, and ultimately not result in any savings. 

In the interest of the taxpayer and our national defense, as well as in the 
interest of preserving the substantial forward progress that has already been 
made in this field, I urge that the proposed amendment not be adopted. 
Sincerely yours, 


































C. E. WILSsonN. 





EXCERPT FROM HOUSE 





HEARINGS 







Senator O’Manonry. That is in opposition to the amendment. 
Well, the amendment is endorsed by the Hoover Commission on Re- 
organization of the Government. It is endorsed, I think, by the 
United States Chamber of Commerce, by other organizations. 
Senator Cuavez. We are going to insert the Secretary’s letter in 
the record, but I assure the Senator that this committee will consider 
that amendment. 
Senator O’Mauonry. I am confident that that will be the case. 
May I also file tables Nos. 8, 10, 12, 14 from the House hearings 
These are from the Department of Defense appropriation hearings for 
fiscal year 1958, part one. 
The table comes from page 27, 28, and 29. 
(The table referred to follows :) 
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DISSIMILAR CATEGORIES OF STOCKS 


Senator O’Manonry. Well, Mr. Chairman, I know that the sub- 
committee is more fully advised about this matter than I am, so I 
am not going to take a great deal of time putting anything more in 
the record about it. The record is full of sustaining evidence. 

I might point out that the services carry their stocks in various 
categories and there is no uniformity among them at all. 

The Army categor ies are labeled “peac etime operating,” “mobiliza- 
tion reserve,” “economic retention,” “contingency retention,” “claim- 
ant,” “disposable excess,” “unserviceable.” 

The Nav y, exclusive of the Marine Cor PS; lists the items as “peace- 
time operating,” “mobilization reserve,” ‘ ‘economic retention,” “con- 
tingency retention,” “disposable excess.” 


The Marine Corps lists them as “operating,” “excess,” “surplus,” 
and “salvage.” 


The Air Force designations are “operating and retention,” ‘ “reserve,” 
“other claimants,” “serviceable and reparable and disposable” and 
“excess.” 

It is obvious from these facts, Mr. Chairman, that this amendment is 
highly needed if we are going to hope to expedite the unification of 
the purchasing of these items by the Department of Defense. 

If this organization is carried out and done in a way as provided by 
the amendment to allow the purchasing to be handled by civilians, I 
think that the savings will be of a very “large amount. 


Mr. Chairman, I know you have other w ritnesses. I do not want to 


take their time, but it will’be e: isily possible to expand the facts which 
are here available. 


COMMUNICATION 


Senator Cuavez. I have just this moment received a letter dated 
June 18, 1957, from Mr. Karl Sternberg, of Belen, N. Mex., which 
reads as follows 


DEAR SENATOR CHAVEZ: Re your wire of June 15. 

I wish to thank you for your request to attend the hearing of June 19. Due 
to the very short time span between receiving your wire and the day of the 
hearing, and due to the fact that my small store does not have funds for such 
a trip—even so an important one—I am not able to attend this hearing. 

I wish to state the following in connection with my earlier correspondence 
with your office: I wish to protest against the planned enlargement of the stock 
in Armed Forces PX systems to also carry now children and youth shoes up to 
size 10, large. I furthermore wish to protest against the planned extension of 
services in the PX system, to also now extend credit to PX trade without carry- 
ing charges for such services. As a little retailer in a defense area, I wish to 
object to further encroachment by the Armed Forces PX system into free enter- 
prise. From a small counter in Armed Forces camps this system has developed 
into a multibillion dollar business, taking away important trade from taxpaying 
small and large merchants. 

Stock in PX systems, with the exception of PX stores in foreign countries, 
should be drastically reduced instead of enlarged. No other services than 
really needed and not available in cities where such PX stores are located, should 
be extended by PX stores. Such services furthermore should be available only 
to enlisted and uniformed members of our Armed Forces. 

I ask you, Senator Chavez, to, if at all possible, read this letter into the min- 
utes of your committee in lieu of my appearance before the committee. I am 
sure that I do not have to give you any further explanations, as I am not only 
living in your home State but also in your home county. 
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Thanking you for all the courtesy extended to me and your interest shown in 
this matter, I am with kind personal regards. 
Sincerely yours, 





































KARL STERNBERG, 
I am sure that the witnesses are about as hungry as the chairman of 
the subcommittee. We will now recess until 2 o'clock. 
(Whereupon, at 12: 50 p. m., the subcommittee recessed, to reconvene 
at 2 p. m., of the same day.) 


AFTERNOON SESSION, 2:15 P. M. (WEDNESDAY, JUNE 19, 1957) 


DEPARTMENT OF DEFENSE 





STATEMENTS OF HON. FLOYD S. BRYANT, ASSISTANT SECRETARY, 
PROPERTIES AND INSTALLATIONS; AND JOHN H. ARRINGTON, 
CHIEF, FAMILY HOUSING DIVISION, OFFICE OF ASSISTANT SECRE- 
TARY OF DEFENSE, PROPERTIES AND INSTALLATIONS 


PRESQUE ISLE HOUSING 





Senator Cuavez. The committee will come to order, please. 
Before you start, 1 would like to include in the record a letter from 
you, Mr. Secretary, to the chairman, pursuant to the request of Senator 
Margaret Chase Smith made to the Department of Defense to have in- 
formation concerning the military family housing program at the 
Presque Isle and Dow Air Force bases. 

(The letter referred to follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
PROPERTIES AND INSTALLATIONS, 
Washington 25, D. C., June 18, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Subcommittee on Department of Defense, 
Committee on Appropriations, United States Senate. 

Dear Mr. CHAIRMAN: Pursuant to the request by Senator Margaret Chase 
Smith made of the Department of the Air Force during hearings before your 
subcommittee on May 29, 1957, there is attached information concerning mili- 
tary family housing programs at Presque Isle and Dow Air Force Bases which 
are responsive to all of the questions raised by Senator Smith. 

It is hoped that this information will fulfill Senator Smith’s requirements. 

Sincerely yours, 
FrLoyp S. BRYANT. 
PRESQUE ISLE AIR FORCE BASE 





The gross family housing requirements for Presque Isle Air Force Base amount 
to 468 units, based on the number of married personnel of the officer and upper 
enlisted grades, who are entitled to quarters allowances under permanent legis- 
lation. These requirements are estimated by applying established married 
percentage factors to projected long-range peacetime strengths for the installa- 
tion. From the gross requirements are subtracted the acceptable assets, consist- 
ing of 192 Wherry units and 1 set of public quarters, to arrive at a net deficit 
of 275 units. 

To meet the above deficiency the Air Force proposed a program of 114 units 
of title VIII (Capehart) family housing. The Secretary of the Air Force cer- 
tified to the need of this housing at Presque Isle on September 5, 1956, and the 
field office director of the Federal Housing Administration, at Bangor, Maine, 
concurred therein on October 2, 1956. The program proposal was received dur- 
ing the early part of November by the Assistant Secretary of Defense ( Proper- 
ties and Installations), who had been delegated the authority to approve de- 
velopment of Capehart housing projects by the Secretary of Defense. 
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Because of the shortage of private investment capital, both short and long 
term, which began to impede the progress of the Capehart program in the fall 
of 1956, it was decided to defer new approvals wherever possible, until invest- 
ment funds were no longer in short supply. Another consideration was the de- 
sire to reduce inflationary pressures on the general economy by slowing down the 
rate of construction of military family housing to a rate which the private cap- 
ital market could absorb. Accordingly, the requested project for Presque Isle 
was deferred for later consideration. 

A further factor was the existence of the 192-unit Wherry project at Presque 
Isle, the acquisition of which would have become mandatory should the Cape- 
hart project have been approved. In view of the backlog of mandatory Wherry 
projects, it was considered advisable to defer the Presque Isle Capehart project 
yotil the overall Wherry acquisition program was further advanced. 

Indications are that the shortage of private investment capital has progres- 
sively eased in recent weeks. It is also understood that the Air Force has now 
reached an agreement to acquire the Presque Isle Wherry project by negotia- 
tion. In the light of these recent development, it will be possible to give fa- 
yorable consideration to the Presque Isle Capehart project upon its resubmission 
by the Air Force. 

DOW AIR FORCE BASE 


The initial military family housing program for Dow Air Force Base re- 
quested approval of the development of 685 Capehart housing units, based on 
a gross retirement of 1,064 units, less available stated adequate community 
support of 275 private rental units, or a deficiency of 789. These requirements 
were predicated on fiscal year 1959 strengths provided by the Air Force when 
it requested, and this office authorized, the development of the project on 
November 3, 1955. 

The requirements were again reviewed recently when the Air Force reduced 
projected military strengths below those originally provided. Gross housing re- 
quirements of 860 units and available adequate assets of 275 private rental units 
produced a deficiency of 585 units. Accordingly, the original authorization was 
amended to permit the development of 415 units, the maximum permissible 
project under our established programing criteria. 

These criteria in essence are as follows: 

1. Programing shall not exceed 90 percent of personnel entitled to quarters 
namely: married officers, married warrant officers, and married enlisted men in 
E-7, E-6, E—5, and those E-4’s with more than 7 years’ service, plus key civilians 
whose residence on base is required by military necessity. 

If projects are justified on the basis of projected strengths, programing shall 
not exceed a combination of 90 percent of current requirements plus 75 percent of 
the projected increase. 

The programing figure referred to above shall consist of the proposed construc- 
tion, acceptable Government assets, and acceptable community support. 

2. Normally, on-base construction shall not exceed 55 percent of gross require- 
ments, except that a maximum of 75 percent will be permitted where justified 
by isolation or military necessity. Isolation shall be defined in terms of lack 
of acceptable housing. 

3. The amount of adequate housing available in nearby communities will be 
arrived at in either of the following two ways: 

(a) A calculation of survey reports provided by the service, consisting of the 
number of private housing units reported as adequate, plus 20 percent of the 
number of units reported as substandard and 30 percent to 50 percent of rental 
units reported as excess cost. 

(b) An estimation of community support will be made only for installations 
within established commuting distance of cities of 10,000 or more. This support 
will be 1 percent of the population of the city or 10 percent of the gross military 
family housing requirements, whichever is less. 

The greater figure arrived at in (a) or (b) above will be added to existing Gov- 
ernment assets and programed construction to produce the programing total. 

Application of the criteria, based on the information provided on Dow Air 
Force Base are as follows: 
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Informal advice from Air Force indicates that projected strengths have again 
been revised to include new activities. These revised strengths will be approxi- 
mately the same as those provided when the project was originally submitted 
to the office for consideration. The Department of the Air Force is expected 


to communicate its revised requirements at Dow Air Force Base is expected to 


communicate its revised requirements at Dow Air Force Base to us as a basis for 


reevaluating the housing requirements at that installation. 


GENERAL STATEMENT 


Senator Cuavez. You may proceed. 

Mr. Bryant. Thank you very much, Mr. Chairman. 

First, may I offer my apologies for the delay in my office in getting 
the responses asked for by Senator Margaret Chase Smith. I am not 
going to attribute that to anybody’s fault, except to the normal pro- 
gram. Inany event, lam sorry that it was delayed. 

Senator Cuavez. As I understand, the only reason Senator Smith 
uses these bases is the fact that she is acquainted with the problems 
here. That the problem might be nationwide. 

Mr. Bryant. I understand that she is acquainted with them. I 
hope that the responses in the letter which has been filed for the record 
are adequate and pertinent. If not, we, of course, are ready and 
anxious to supply such additional information as may be necessary 
or requested by the Senator. 

I understand that I have been asked to comment upon some further 
questions which were propounded perhaps by the chairman, or at 
least in the committee here, and which were passed on to me by Gen- 
eral Moore. 

I have a prepared statement and, in order to save time, pursuant 
to your suggestion I am filing it for the record, and will merely try 
to highlight or summarize, except in those instances where you may 
want to go into more detail. 

(The statement referred to appears on p. 1464.) 

The questions, in effect, have to do with the responsibility of my 
office, the type of procedure we employ in reviewing the requests of 
military departments for housing, the criteria that are developed 
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in our office and passed on, and the general mechanics of proceedings 
with the implementation of these housing projects. 


CAPEHART HOUSING PROJECTS 


I may say in the beginning, and this is not, perhaps included in 
my prepared statement, that there is a great "deal of difference of 
opinion both within and without the Congress as to the matter of 
proceeding, and the speed, and the number of units involved in imple- 
menting the Capehart housing projects. 

In an endeavor to be as liberal as possible in the interests of the 
morale of the troops involved, and at the same time as cautious as 
possible with respect to overbuilding, we have tried to find a very 
difficult balance, and centerline. That may, and has, I am sure, con- 
tributed not only to delays in the implementation of some of "these 
requests, but also in the ability to get them underway, 

1ou must remember that this is still relatively a new program, and 
that there were a lot of things which we had to learn the hard way. 

As an illustration of that, I would like to point out that we have 
been admonished by the chairman of the Subcommittee of the Armed 
Services Committee of the Senate to insure as much as possible that, 
in the light of uncertainties in the service requirements in the coming 
years, because of the rapid expansion in missiles and other pertinent 
improvements and changes in concept of troop requirements and war- 
fare, we do not overbuild and leave an impact upon adjoming com- 
munities of unused military housing which might contribute to the 
difficulties economically of the areas involved. 

We have also had a series of requests and admonitions from indi- 
vidual Members of the Congress with respect to areas within their 
States, predicated upon complaints arising particularly from real- 
estate groups in adjoining communities, for fear that the overimple- 
mentation of the Capehart construction program on or adjacent to 
military posts, would be a severe deterrent to the progress of construc- 
tion of housing for civiilan personnel, and by civilian agencies in 
those communities. 

HOUSING NEED PROBLEM 


Senator Cuavez. Would not the problem be the need ¢ 

Mr. Bryant. Yes, sir. The problem is need. 

Senator Cuavez. It is not whether a real-estate man might decide to 
do some constructing 10 years hence. 

Mr. Bryant. That is right, sir. 

Of course, inherent in that is an observation with which I am sure 
you will agree. We have in many, many instances personally, through 
our own staff, reviewed the communities’ claims of ability to supply 
housing to the military, and too often it is a question of sale housing 
rather than rental housing, which of course presupposes the ability of 
the military involved to invest, or the propriety of their investing in 
such housing, so that the thing is cloudy. 

In answer to your questions, those interferences, if you want to call 
them that, do not dictate our course of action, but they often serve to 
slow up the processing until the question is raised by indiv iduals, par- 
ticularly supported by congressional requests for review, have given 
us the chance to review. I mention some of these as some of the many 
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reasons which have an impact upon the time cycle of proceeding with 
these matters, 

In my statement, I have given an indication of the pr imary responsi- 
bility under my charter from the Secretary of Defense, the responsi- 
bility with respect to the service, the ev olution of these requirements, 
and our requirement not only with respect to basic secretarial au- 
thority, but also because of the impingement on the economic problems 
of the community to try to assess the available supporting communit 
assets, which I am sure the chairman will recognize is a very difficult 
matter impossible of absolute determination. 


QUARTERS ALLOWANCES UNDER LEGISLATION 


Senator Cuavez. On page 2 of your statement, you say— 


Family housing is programed for officers and enlisted personnel of the upper 
grades, who are entitled to quarters allowances under permanent legislation. 

Is that not what you are discussing in this instance ? 

Mr. Bryant. That is correct, sir. 

Senator Cuavez. What is your problem there? If that statement is 
correct, what is the delay in the matter ? 

Mr. Bryant. Perhaps I am not getting at this very cleverly. When 
I say that these are the personnel who are entitled to housing because 
they are entitled to quarters allowances, we must take into considera- 
tion the possibility of those quarters being available within the housing 
allowance of the military personnel involved which may be already 
available in the c ommunity close enough to qualify from the standpoint 
of the mission requirements of the militar y establishment. 


SITUATION AT PRESQUE ISLE 


Senator Cuavez. Are they in that condition now at Presque Isle? 

Mr. Bryant. I must admit that lam sure that the Senator recognizes 
that I have not been able to get around to all of these, and I suspect that 
that is not true in Presque Isle. 

Senator Cuavez. I think that is why the questions are being asked. 

Mr. Bryant. Yes, sir; and the answer, I am told, is that Presque Isle 
undoubtedly has minimal supporting community support. 

Senator Cravez. If they have minimal community support, then 
why should not the Department of Defense take some action ? 

Mr. Bryant. The only reason in that particular instance that I 

can give you is perhaps ‘twofold. One has to do with the collateral 

question, and that is the obligation imposed upon the Department of 
Defense for Capehart construction which is contemplated in the vi- 
cinity of existing Wherry assets. There is a mandatory provision 
that we must acquire the Wherry assets. 

Now, certainly by inter pretation of the statute, and by the interpreta- 
tion of the staffs in the committees involved, it is quite clear that those 
assets were intended to be required to be acquired before the Capehart 
project was available for use by military personnel. 


ACQUISITION OF WHERRY UNITS 


In this particular instance, the Air Force had a desire, not neces- 
sarily because of the mandatory provision, to acquire the Wherry 
units, and we were anxious to have that proceed. 
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In that connection, I would like to refer you to the attitude expressed 
in the Armed Services Committee of the House sometime back, in 
which a suggestion was made that, until and unless the Wherry 
acquisition was stepped up in some more definite indication of success, 
there was a likelihood that the Armed Services Committee, which 
must approve these after we have sent them in for inspection within 
acertain period of time, would hold up ali Capehart- approvals until 
they had some assurance that the Wherry acquisition program was 
well underway. 

In this particular instance, I am able to tell Senator Smith right 
now that the Air Force is advising me as late as of today that they 
have succeeded in arriving at a negotiated price with the owners of 
the Wherry project in Presque Is le, and there is no reason, from that 
standpoint, why it should not proceed and, so far as I am concerned, 
it will be immediately authorized to proceed. That was one of the 
delaying reasons. 

PRIVATE MORTGAGE MARKET 


The other reason is a little more difficult. That is the question of 
whether the ability of the private mortgage market, since the FNMA 
authority to support these mortgages has been exhausted, should be 
stressed, or should be imposed wpon, and that had a deterring influ- 
ence on our endorsement of those projects which we knew could not 
possibly be funded through a sale to the FNMA of the mortgage. 

Senator Cuavez. Acc ording to your prior testimony, that condition 
does not exist any longer because the Air Force is going to acquire 
the Wherry property. 

Mr. Bryant. Yes, sir. I am talking about the financing of the 
Capehart units. 

Perhaps it might well be said that it should not be essentially our 
business to guess what the financial market is going to be, the private 
mortgage market, but we were well aware of the tremendous backlog 
of projects which were already held and approved by the services, 
and which could not possibly be financed under these existing condi- 
tions, so that we at least felt that some of these projects might well be 
delayed until there was some movement of those that prec eded them. 

Since the Wherry angle has been disposed of so far as Presque 
Isle is concerned, I am presently ready to authorize the requirements, 
because I think it could not be said that it will not be needed only 
for strengths which are contemplated and which _ presently exist 
there. But T cannot tell you that that is going to speed up the financial 
coverage of the project. The same may also be true, Senator Smith, 
with respect to Dow. I cannot tell you about the impact of time and 
the opportunity to fund. 


PROPOSED INCREASE IN FNMA AUTHORITY 


As you know, Mr. Chairman, our office did suggest an increase. 
Which we called a modest increase, in the existing statutory authority 
of FNMA by $100 million. That, however, has not yet been acted 
upon m the Congress in its entirety. 

Senator CHavez. What is the status of that proposal ? 
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Mr. Arrineton. I understand, Mr. Chairman, that the House Bank. 
ing and Currency Committee has reported out a bill which would pro- 
vide for a $300 million increase in our FNMA purchase authority, 
from $200 million to $500 million. The Senate has reported outa bill 
which would provide a $200 million increase, from $200 million to 
$400 million, and the bill has gone to conference. 

Senator Cuavez. You are trying to go between the $200 million, 
and the $400 million ? 

Mr. Arrtnoeron. Yes, sir. 

Senator Cuavez. Senator Smith, you know the situation better than 
anyone ais. What do you think of the suggestions made by the 
Secretary ¢ 

Senator Smrru. Mr. Chairman, I have a few observations to make, 
One is that I want to thank the Secretary for finally answering my 
questions. : 

Mr. Secretary, I understood when you called me on the telephone 
this noon, that there was a copy of the memorandum which you di- 
rected to the Air Force included, and I do not find that. This at is the 
memorandum that the Assistant Secretary of Defense issued to the 
Secretary of the Air Force regarding this situation, the memorandum 
that vetoed the housing because of a more favorable money market 
for investment capital. I thought that that was here. 

I find in one of the attached memos on Presque Isle in your letter 
that the substance of your memorandum is here, but it is more fully 
explained. Your memorandum, as I remember, was a very brief one, 

Mr. Bryant. That is right. If I may, I will re ead it for the record, 
and I will supply copies. 

Senator Smirn. If the committee has it for the record, that is 
sufficient. 

Mr. Bryant. This part, I think, is pertinent to what we particularly 
wanted to know. In the latter part of my memo I said, “It is sug- 
gested that it be resubmitted”—that is, the project at Presque Isle— 
at a time when private long-term investment capital is more readily available 
than at present, and after substantial progress has been made with the Wherry 
acquisition program. 

The latter has been handled, but I am not in position to say that the 
long-term money market has substantially improved, except in the 
area of State pension funds which presently seem to be the prevailing 
means privately of financing the Capehart mortgages. 

Mr. Arrineton. Out of nine privately finance ed, all have gone to 
State pension funds. 

MEMORANDUM 


Senator Smirn. What is the date of the memorandum ? 

Mr. Bryant. May 21, 1957 

Senator Smiru. Will you submit the entire memorandum for the 
chairman ? 

Mr. Bryant. I will. 

(The memorandum referred to appears in the appendix beginning 
on p. 1575.) 

QUESTIONS ASKED BY SENATOR SMITH 


Senator Smirn. Mr. Chairman, I have not had time to go through 
this and study it as much as I would prefer, since it did not come to 
me until this afternoon. 
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I would like to include in the record my questions of May 29, asked 
of Secretary of the Air Force Douglas, together with the statement 
that the Secretary has submitted today to you. 

Senator Cruavez. As far as the questions are concerned, did you get 
the answers to all of those questions? 

Senator Smiru. I am going into that. Yes; I think I got the 
answers. 

I would like also in the record at this place a copy of Mr. Bryant’s 
letter and enclosures pertaining to those questions, which do answer 
them. 

Senator Cuavez. Very well. 

(The material referred to appears in the appendix beginning on 
p. 1575.) 


DELAY IN ANSWERING QUESTIONS 


Senator Smirn. I would now like to go into 1 or 2 observations that 
I have in mind, Mr. Secretary. 

First, 1 do not like to be critical of anyone, but it does seem to me 
that it would save delay, it would save the time of all of us, if the 

uestions could have been answered promptly. I see no reason for 
this to have been delayed from May 29 until today, but I am more 
especially disappointed, Mr. Chairman, that the Secretary of the Air 
Force, according to his testimony when I was talking with him here 
before this committee, stated that he had no knowledge of such a 
memorandum as you have just read, and to which I have referred. 
And that it was not his understanding that the reason for blocking the 
housing was that of waiting for a more favorable timing on the money 
market. ‘That was disappointing because I had understood that there 
was a very close working relationship between the Defense Depart- 
ment and the services, and when the Air Force Secretary had no know!l- 
edge of this, and I could not get answers to my questions, it was trouble- 
some. 

Mr. Bryant. May I interpose a statement there, if you please, 
Senator ? 

This is not difficult of understanding. Actually, I do not think that 
the Secretary of the Air Force would have the opportunity to be 
closely familiar with the details of these particular projects. 

We are in close harmony with the Air Force. As a matter of fact, 
I think there is in existence a false belief that there is some distinction 
between the Office of the Secretary of Defense and the services. I do 
not subscribe to that. 

Immediately after he got back from the hearing, the Secretary of the 
Air Force told me about these questions which alerted me to the 
importance of the questions you had raised, and for which I have 
already apologized, because it did not get to my attention. He told me 
that he was caught without bac keround material and information, and 
that he was not sure that he had given the proper answer, but had 
given the one based on the best of his knowledge. 

I would like to make it clear that I personally would not want to 
place any blame on the Secretary of the Air Force for this apparent 
lack of understanding between the two. There are people in the Air 
Force with whom we deal who know better. 
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Senator Cravez. As I recall the Secretary’s testimony, the fact was 
stated that he did not know anything about the matter; that he was 
completely ignorant of the subject matter. I believe that that wags 
what disappointed the Senator from Maine. 

Senator Smirnu. Mr. Chairman, I am not trying to place blame 
anywhere. That is not my purpose. I am trying to get something 
accomplished, and when a Secretary of the Air Force comes before a 
committee and knows nothing about something which is as important 
as we think housing is, it is not only disappointing, but also frighten. 
ing. If it is true in this situation, it must be true in m: iny others, 

T have been studying housing for a long time, Mr. Secretary. This 
is not new with me, and your Dep: irtment knows it, and people in the 
Congress generally know it. 

When Secretar vy Talbot was here, he and I went to Presque Isle. We 
saw the most shocking situation in that place, and it did not take long 
for it to be corrected. Mr. Talbott came back here and took corrective 
action immediately, and the situation in that particular spot was 
changed. 

PERSONNEL TURNOVER RATE 


Now, the personnel turnover rates about which we hear so much 
show that one of the biggest causes of people leaving the service js 
inadequate housing. That isa matter of record. W here you find good, 
adequate housing, you find a high reenlistment rate, and where you find 
a poor and inadequate housing situation, you find a very, very poor 
reenlistment rate. That is a matter of record. 


CORDINER REPORT 


Now, ever since it first came out, we have heard a great deal about 
the Cordiner report on this matter of reenlistment rate being low, and 
loss of our service personnel. Frankly, Mr. Chairman, I am shocked 
that, while the need of the housing is recognized, and these people have 
all stated that there is a need, such housing would be blocked because 
of consideration of the money market. 

That is the thing that puzzles me the most, Mr. Secretary, however 
you look at it. No doubt pay is a great factor, ‘but so is housing. 
That is where the memo comes in. 

Senator Cravez. In this instance, the Secretary stated that the need 
should be the first consideration. 

Senator Smirn. That is right. As I remember it, they had bptdie 
certified 114 units at Presque Isle. Now, money invested in housing 
for our service personnel will save millions and millions of dollars 
in cutting down the rate of personnel turnover and increasing the re- 
enlistment rate, Mr. Chairman. There is no question about that. 

Of course, as I have already stated, I am surprised that the Secre- 
tary of the Air Force and the Assistant Secretary of Defense for In- 
stailations, in a matter as crucial as housing, with the need admitted 
by all over there, would permit the bloc king of a program like this 
because of the timing of the money market. 

While Harold Talbott may have had some faults, and he may have 
been mistaken in some of the things that he did, he never would have 
passively agreed to such a shocking excuse for keeping the Air Force 
personnel from having the housing that they so desperately need. 
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LIST OF HOUSING VETOED 


As I understand it, this statement of Mr. Bryant does include the 
list of housing that has been vetoed by you because of the money 
market. 

Mr. Bryant. Not altogether, Senator Smith. Some of these are 
being held up for a reevaluation because of objections; some, because 
of the degree of community support. There are a variety of reasons 
why some » have been withheld. I would s say that none has “been vetoed 
in the sense that they are necessarily bey ond resurrection at all, but 
that, under existing circumstances and in some instances with the 
acquiescence and suggestion of the military service involved, because 
of certain existing uncertainties they have been withheld. 


TOTAL CAPEHART UNITS UNFINANCED 


I will address myself to the statement Senator Smith just recently 
made. There are now at the present time 9,000 approved Capehart 
units which are unable to move because of a lack of financial support. 
I would like to make this distinction. It might be inferred that the 
Department of Defense, or the Office of the Secretary of Defense, is 
not supplying the money necessary for this type of construction. This 
is not the case, Mr. Chairman. The Congress adopted the Capehart 
bill for the purpose of insuring that the housing would be constructed 
by private enterprise with private funds. The only requirement of 
the military is to supply the site and the off-project utilities, so that it 
is not a question of funding within the services, or within the Depart- 
ment of Defense. 

Undoubtedly, Secretary of the Air Force Talbott, on the occasion 
to which you refer, asked for military construction authority and 
funding. At the present time, Wherry cannot be used, and if Cape- 
hart, which is not a primary responsibility or even an obligation of the 
Department of Defense except in the instances I have told you about 
of the off-site utilities and the land, is not fundable, then the only 
other medium is to build them with appropriated funds; and, appar- 
ently the military requirements are so severe with respect to funding 
projects of primary military importance from the standpoint of, shall 
we say, command requirements, that the Capehart program has been 
excessively employed. 


LACK OF COMMUNITY SUPPORT 


This is really fundamental, Senator Smith, and there is a question 
im my mind as to whether or not this tremendous backlog of expected 
community support in construction and in financing is rather exag- 
gerated. The recent history has indicated that it is an exaggerated 
hope that this housing could be accommodated through this medium. 

If you will be kind enough to bear with me for just 1 minute on 
that, I will say that I could recognize your direct concern and the ap- 
priateness of your criticism if, because we were stubborn about ad- 
mitting the requirement, we in the Office of the Secretary of Defense, 
or in the Office of the Secretary of the Air Force, had held up a proj- 
ect which would have gone ahead, but this I do not believe is the case 
here. 
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In view of the fact that there are 9,000 units presently ahead of 
this which have not been able to move, I cannot believe that the tem. 
porary withholding of authority to initiate this program in this par. 
ticular instance necessarily delayed it abnormally, because of the back. 
log ahead of it. 

Senator Cuavez. Mr. Secretary, this is the Defense Department ap- 
appropriations bill that we are considering. 
Mr. Bryant. Yes, sir. 


IMPORTANCE OF ADEQUATE HOUSING 


Senator Cuavez. In that respect, housing, in my opinion, is just as 
important as the obtaining of some artillery or some type of ordnance, 

Mr. Bryant. That is true, sir. 

Senator Cuavez. I will tell you why. Nothing demoralizes the Air 
Force or the Army man more than to have his wife living 18 or 20 miles 
away from where he works. I have seen it myself at a field in Puerto 
Rico. I have seen it in Morocco. I have seen it in my own home State, 


REDUCTIONS ON REQUESTED HOUSING 


I would like to ask you this question: A lot of reductions have been 
made by the Department on requested housing. We have at the Eng- 
land base in Louisiana a request for 610 which was cut to 300. We 
have a whole list here. 

Mr. Bryant. That is right, sir. 

Senator Cuavez. We have a request for the Air Force Academy, 
and I happen to know that area since I am on the Board of Visitors, 
The request is for 1,555, which is cut down to 1,256. At Holloman 
Airbase in New Mexico, which is for research and development, it is 
cut from 700 units to 400. 

Why are cuts of that type made? Is that a money matter? Are we 
still worried about interest? 

Mr. Bryant. No; Lam not. As I said previously, there are many 
of these different reasons for the reductions involved. 

Taking them in the order in which you have chosen, Mr. Chairman, 
I think the first was England. 

Would you comment on that, please ? 

Mr. Arrtncron. Mr. Chairman, that was a case of evaluation of 
community support. The nearest town there, I believe, is Alexandria, 
La. 

I would like to point out that, in connection with Capehart projects, 
the law provides that FHA concurrence shall be obtained in any par- 
ticular programing. The FHA initially agreed to a figure of 610. 
Then later, when we felt it should be more conservative, they reduced 
their concurrence also to 300. 

We have tried to proceed on the general principle of incrementation. 
For instance, in this particular area, if we build 300 units, it may be 
that units in the private community which are excessively priced will 
come down in rentals and therefore increase our supply of adequate 
housing. 

PRESQUE ISLE AS AN EXAMPLE 


Senator Cravez. Let me give you a really horrible example. 
Presque Isle was 114, and you cut them down to nothing. 
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Mr. Arrincton. That, sir, was not based on the justification or re- 
quirement. That was based on the two points Mr. Bryant mentioned. 
One was the present tightness of the private investment market, and 
the second was the present status of the Wherry acquisition program, 
which is not very far advanced. 

Senator Smirn. Mr. Chairman. 

Right there, what relevancy is there to the Wherry housing program 
in the problem about which we are talking? 


HOUSE ARMED SERVICES COMMITTEE POSITION 


Mr. Arrincron. For example, Senator Smith, if we had approved 
this project it is extremely possible that the House Armed Services 
Committee would not have cleared it for development, based on their 
recent statements. 

Senator Cuavez. Then this committee is not supposed to take any 
action whatsoever, because the House Armed Services Committee 
might object ? 

Mr. Bryant. No, sir. Let me answer that one. 

Bear in mind, sir, that this is the first time that this question has 
been asked by this committee of me or my office. We have been 
appearing normally on the military construction authorization bill 
in both the House and the Senate side, and the origin of some of the 
fears and concerns, of course, happened to come first from that source. 
Iam only saying that we feel a requirement to try to interpret, as well 
as we can gener ally the will of the Congress wherever it is expressed, 
and it seems to us to have merit, and I know it has merit, and I believe 
that it is expressing a real concern over some people’s assumption that 
we may overbuild these projects in volume, and in the wrong places. 
It is very difficult to steer an accurately sensible middle course, “Senator 
Smith, with the various differences of opinion expressed by responsible 
people i in the Government of the United States. 

That does not mean, Mr. Chairman, by any means, that this office 
is disposed to ignore the requests and expressions of attitude of this 
committee, but, as I say, this is the first time, and normally I would 
have appeared here first on the military construction appropriations 
bill, so that perhaps these things might have been more orderly 
presented. 

Iam happy to do what I can at this time to explain to the best of 
my ability what appear to be inconsistencies, 


DELAY IN ANSWERING QUESTIONS 


Senator Smirn. Mr. Bryant, this may be the first time you have 
appeared, but it is not the first time that you have heard about this, 
because my questions were asked on May 29, and Mr. Douglas in his 
letter said that he sent them to you on June 6. Apparently he did 
not come up here prepared, even when he came purposely, to answer 
my questions. He was not prepared. He had the questions, and you 
had the questions, but apparently neither of you took them seriously 
or thought they were of sufficient importance to look into them and 
answer them for this committee. 

I am a member of both committees; the Armed Services Committee, 
and the Appropriations Committee. I am concerned about the money, 
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too, but I am more concerned about our young men, who are in the 
service because they have to be, being sacr ificed bec ause of a considera- 
tion of the money ‘that we could more than save, in the reenlistment 
rate. I just do not understand the thinking back of it. You have 
your Wherry housing. It is filled in most places, so that acquiring 
it only benefits the investment people, not those who are needing 
housing. Ww ae you acquire it or not makes not a bit of difference 
in the situation. I do not see what relevancy it has in that at all. 

Mr. Bryant. It has the relevancy, Senator Smith, that it is required 
of us by the Congress. I have testified before, and IT am willing to 
do it again, that I believe that the mandatory provisions of W herry 
acquisition are improper as they are now phrased. But we are not 
the Congress, and this is what we are required to do. 

Now, so far as the money is concerned, I think that I am just as 
interested in these young people, Senator, as anyone. I have had 
children in the service, and I see them all the time. It is not a ques- 
tion of a stingy attitude on the part of the Office of the Secretary of 
Defense, or of the Secretary of the Air Force. The point is that this 
type of construction is not being funded by appropriations authorized 
by the Congress, but is dependent entirely upon the amount of money 
generated in the private economy, by the mortgage buyers. 


ATTITUDE OF REAL ESTATE GROUP 


Senator Smiru. Did you not say that real-estate groups were pretty 
much concerned about additional building by the Air Force? 

Mr. Bryant. Asa matter of fact that complaint arises not only with 
respect to the Air Force projects contemplated, Senator Smith, but 
also with respect to the other services, and I am perfectly familiar 
with the possibility of exaggeration in the field, and I tried to tell the 
chairman a minute ago that that is not the conclusive argument, so far 
as we are concerned; but, when that complaint is supported, and a 
request is made of us to use a further degree of care in reevaluating 
the program from the standpoint of its impact upon the private con- 
struction program by a Member of the Congress, we feel obliged to 
take that action, and to review the project. 


SPECIFIC PROJECTS HELD UP 


Senator Samir. Mr. Chairman, these projects are held up for vari- 
ous reasons, Mr. Bryant says. My question, I think, was for a spe- 
cific list of those that were held up because of the memorandum which 
the Secretary has read into the record concerning the more favorable 
money market timing, and that is what I would like to show. Tam 
very glad to have these, I need the reasons for the changes in each 
case. 

Senator Cuavez. Will you furnish the information that the Senator 
requests ? 

Mr. Bryant. I can furnish the information. I will identify, too, 
for the record, if I may please, and then furnish it promptly this 
afternoon. 

It has not been a generally used reason, shall I say, for our with- 
holding authorization for these projects, but in those instances where 









DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1463 





it has been in consonance with the request, I will, make it clear in the 


record. 
Senator CHavez. Yes. 
(The information referred to appears in the appendix beginning 
on p. 1574.) 







CRITICISM OF HOUSING POLICY 








Senator Smrru. I think this whole thing is shocking, Mr. Chairman. 
I do not think it is necessary to goon. I think that the reason is very 
clearly stated in the memorandum which Mr. Bryant has put into 
the record. 

I think that this is one of our greatest blows to our national security. 
When are they going to wake up over in the Pentagon and realize that 
we cannot go on getting men into the service and losing them, after 
spending thousands of dollars in tr aining them, because of something 
hke this ¢ 

Senator Cravez. Then you have to train more men at the end of 2 
years. 

" Senator Smiru. That is right; all because of trying to solve a money 
difficulty. 
















HOLLOMAN AIRBASE 










Senator Cuavez. Holloman Airbase is vitally important. It is a 
research and development base, which has an important note as our 
national security is concerned. Many of the guided missiles are as- 
semblecd t hare? and tested there in the desert before they are taken out 
to be used by the Air Force or some other service. I am as sure of the 
shortage of housing at Holloman Airbase as I am that I am sitting 
here. The shortage exists not only at Holloman, but this morning we 
had testimony about Walker Airbase. 

Holloman Airbase made a request for 700 units, and all that was 
approved was 400. 

Mr. Arrinoron. Yes, sir. 

Ser ee Cravez. Why wasthat? Was that money? 

Mr. Arrtneron. No, sir. The need there is primarily for the em- 
ployees of civilian contractors. There we were trying to strike a bal- 
ance between two housing programs: First of all, Capehart, where we 
have approved 400 units: and, secondly, the program which is set up 
under section 809 of the National Housing Act, which provides special 
for-sale housing for civilians at research and development installa- 
tions. of which this i Is one. 

Until we have a further opportunity to see how many of the civilian 
emp loy ees may wish to take advantage of their special home-buying 
rivileges under section 809, we want to keep the amount of the Cape- 
art rental housing down at this time. 

Senator Cravez. Generally the civilian employees are high-class 
technical people. 

Mr. Arrrneton. Yes, sir 

Senator Cuavez. | know that there are a lot of contracts there. 
There is General Electric. There isthe AtlasCorp. There is Boeing. 
There is North American Aviation. They are companies who really 
deal with the making of big projects. Certainly they are entitled to 
have their employees, who are high- class tee -hnical people, housed. 

Mr. Arrineron. Yes, sir. But it is difficult in advance to predict 
just how many may prefer rental housing, and how many prefer for- 
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sale housing. If we see in the case of Holloman that a large use is not 
made of the 809 program, we would have consideration for a second 
increment of Capehart housing. 


Senator Cuavez. But Holloman has been in existence for 4 of 5 


years. Could you not have obtained that information before now? 
What is the reason for the delay ? 


Mr. Arrincton. The 809 legislation is quite new. It was only en- 
acted last year. 


Senator Cuavez. I feel, as does the Senator from Maine, that you 


have delayed it a little too long. I do not know what this committee 
should do about it, but they can do a lot. 


Are there any further questions of this witness ? 
Senator Smirn. No. 


Senator Cuavez. Thank you, Mr. Secretary. 
Mr. Bryant. Thank you, Mr. Chairman. Thank you, Senator. 


PREPARED STATEMENT 
(The prepared statement of Secretary Bryant follows:) 


STATEMENT OF FLoyp S. BRYANT, ASSISTANT SECRETARY OF DEFENSE (PROPERTIES 
AND INSTALLATIONS) 


I appreciate the opportunity to appear before you today in response to a re 
quest from the subcommittee that I furnish answers to certain questions con- 
cerning the military family housing program. 

It is understood that these questions relate to review actions by the Office 
of the Secretary of Defense in connection with the Air Force portion of the pro- 
gram for construction of family housing under title VIII of the National Housing 
Act, as amended. Attached is a list of these questions as conveyed to me by the 
Air Force, together with appropriate responses to each. 

The Office of the Secretary of Defense has the responsibility for reviewing the 
various construction programs of the military departments, in order to insure 
that, while legitimate needs are met, there is no overbuilding. This review ac- 
tion is particularly complex in the case of family housing, for not only must 
present and future needs be considered, but also two other important factors: 
The ability of private housing to meet the need, and the availability of private 
capital to finance construction costs. Appropriated funds construction accounts 
for only a small portion of the family housing built by the military departments; 
the bulk of it is financed by FHA-insured mortgages under an amended title VIII 
of the National Housing Act, or in foreign countries through the proceeds of sur- 
plus agricultural commodity sales. 

Family housing is programed for officers and enlisted personnel of the upper 
grades, who are entitled to quarters allowances under permanent legislation. 
Future strength projections are used, in order to insure (insofar as possible) 
that potential personnel reductions as well as buildups are anticipated. As 
a further precaution a 90-percent limitation is placed on programing. From the 
maximum allowable program is subtracted not only all adequate Government 
assets, but all acceptable community support, in order to arrive at a net deficit for 
planning purposes. In addition a ceiling of 55 percent is generally placed on 
Government assets; although this may be increased to 75 percent in isolated 
areas. 

A constant balance must be maintained between present and expected demand 
on the one hand. and contentions voiced by building and resl-estate grouns 
in various communities that private housing can meet all or most of the re 
quirement. Such was the concern of Congress as to the potential impact of 
Capehart construction on private housing, that FHA concurrence in the need 
for proposed projects is specified in the legislation. In addition, the Housing 
Act of 1957 requires a special certification that “* * * the mortgaged property 
will not, so far as can be reasonably foreseen, substantially curtail oceupancy 
in existing housing covered by mortgages insured under this act.” 

It was in the light of the foregoing considerations that reductions were made 
in the various Air Force projects shown on the attached list. A general review 
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principle enunciated by the Secretary of Defense in June 1956, was “construc- 
tion in increments’; and this principle has resulted in a number of partial de- 
ferrals. 

It is noted that the third question on the attached list refers to the availability 
of investment capital. As shown in our specific reply to that question, this has 
peen a matter of great concern for many months. Because of the shortage of 
private funds, and the exhaustion of the existing FNMA balance, a directive 
was issued on February 28, 1957, temporarily halting further development of 
Capehart projects until they could be rescreened as to degree of urgency and 
relative priority. This suspension has now been lifted, and the bulk of the 
program has been permitted to go forward. The results of the rescreening as 
applied to the Air Force program is shown in the second part of the answer to 
the first question (below). 

A few projects, including two or three large ones, have recently been 
financed with private capital from State pension funds, so there is some indica- 
tion the investment market is beginning to ease. However, there is not yet a 
general trend in this direction. Accordingly, it has been our recent practice 
to defer approval of additional projects pending clarifications of the financial 
vattern. 

1. “It is requested that you provide a list of all Air Force housing projects you 
have vetoed.” 


(a) The following Air Force projects were reduced in size or deferred in 
initial OSD review: 





Project | Units Units 
requested approved 


i Ai SUGGS OO. EM. K no. cc ccncesenemosaccaumes ‘ 610 300 
Travis Air Force Base, Calif_____- ceeokte eee wien 7 | 870 500 
CEM. OG. Wc. .4.. sos saanGadsaceadeesundacoadaendndaaeeweel 380 300 
Foster Air Force Base, Tex--_-_- icbickcctetiphinsstpemalnta aidan tiie 700 | 500 
Clinton-Sherman Air Force Base, Okla as é 880 | 
Lincoln Air Force Base, Nebr : ss setihascnasdan Se eae 740 | 
Lockbourne Air Force Base, Ohio | 580 
Moody Air Force Base, Ga__- ; ‘ 670 
Laughlin Air Force Base, Tex_- i 635 | 
Dover Air Force Base, Del_- : E ; , O75 | 
Charleston Air Force Base, S. C_........-......... a | . 100 
McChord Air Force Base, Wash._............._.._--- , , 415 | 
Hamilton Air Force Base, Calif._.__-. Seed se capaateiethiadicaine ian 835 | 
Tinker Air Force Base, Okla. -_..........-....-- 5 endnotes 300 | 
Holloman Air Force Base, N. Mex__-_- es idea Sse e eka eal 700 | 
Robins Air Force Base, Ga____- , ii a ge 290 | 
Wright-Patterson Air Force Base, Ohio eeu ee 720 
Klamath Falls Air Force Base, Oreg 

Presque Isle Air Force Base, Maine -_- 

Minot Air Force Base, N. Dak 

Air Force Academy 
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(b) The following Air Force projects were reduced in size or deferred 
during recent rescreening by OSD: 


Project Prior 
approv: 


Homestead Air Force Base, Fla 

Luke Air Force Base, Ariz 

Dow Air Force Base, Maine__- 
McGuire Air Force Base, N. J__- 
Hanscom Air Force Base, Mass 
Clinton-Sherman Air Force Base, Okla 
Air Force Academy, Colo 

Greenville Air Force Base, Miss 
Grandview Air Force Base, Mo 
Anderson, Air Force Base, Guam 
Truax Air Force Base, Wis 

McChord Air Foree Base, Wash i. 
Malmstrom Air Force Base, Mont- -- 
Sioux City Air Force Base, Iowa 
Mountain Home Air Force Base, Idaho 
Offutt Air Force Base, Nebr 

Nellis Air Force Base, Nev 

Patrick Air Force Base, Fla--_- 

Pope Air Force Base, N, C 

Ardmore Air Force Base, Okla 
Griffiss Air Force Base, N. Y ; 
Lockbourne Air Force Base, Ohio 
Fairchild Air Force Base, Wash 
Holloman Air Force Base, N. Mex 
Andrews Air Force Base, Md 

Bryan Air Force Base, Tex 
Portsmouth Air Force Base, N. H 
Westover Air Force Base, Mass 


1 Deferred. 


2. “* * * the names and numbers of units of programed housing about which 


nothing has been done.” 
Air Force has requested OSD approval of the following Capehart projects on 
which action is pending: 
Unita 
Project: requested 
Westover Air Force Base, Mass ” : - 370 
Grand Forks, N. Dak.._....~- . ‘ O83 
Bakalar Air Force Base, Ind_ _- a ; 100 
Fort Custer (SAGE) Station, Mich _--__ : ; 184 
Lake Charles Air Force Base, La__- eis ; : 300 
Donaldson Air Force Base, S. C__-_--_--_- 260 
Edwards Air Force Base, Calif__—- - 778 
Peterson Air Force Base, Colo____--- “i : . 595 
Hickam Air Force Base, T. H_-~~- ah mae . 100 
Williams Air Force Base, Ariz__.._...__-~_~- ited 435 
Comat Ee CR IG aia ins ster cicero ccciw “ ; : 450 
> sx 


3. “* * * copies of letters or memos referring to a favorable money market 
which Properties and Installations is supposed to have sent out.” 

The Office of the Assistant Secretary of Defense (Properties and Installations) 
has sent out no letters or memorandunis referring to a favorable money market. 
Private mortgage funds available at + percent interest dropped so sharply in the 
fall of 1956 that within several months’ time $200 million in Federal National 
Mortgage Association funds available for Capehart were exhausted (fully com- 
mitted). Secause of this development, the Department of Defense requested 
that an additional $100 million in FNMA authorization for the purchase of Cape- 
hart mortgages be included in the Housing Act of 1957. In testimony supporting 
this request, DOD witnesses commented on the present tight-money market: at 
the same time they stated DOD was limiting itself to a modest sum in relation 
to the total need. They pointed out that the Capehart program was inherently 
based on the concept of private financing, and that there was reason to believe 
that by late in calendar 1957 the temporary shortgage of investinent capital 
should ease. 
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PREPARED STATEMENT 








Senator CHavez. Mr. Shoemaker, your statement contains about 36 
pages. We will have it inserted in the record, and you may brief it. 
Mr. SuoeMAker. | will be very happy to do it that way, sir. 

(The statement referred to follows:) 






My name is Perry M. Shoemaker. By way of identification, I am president of 
the Delaware, Lackawanna & Western Railroad Co. I am president of the Cham- 
ber of Commerce of the State of New York and a member of the government oper- 
ations committee of the Chamber of COmmerce of the United States. 

During 1954 and 1955, I served as chairman of the second Hoover Commission’s 
Committee on Transportation and also as a member of its Committees on Depot 
Utilization and Government Competition. I was a member of the Task Forces on 
Food and Clothing and the Business Organization of the Department of Defense 
and was assigned to the committee for drafing the latter report. Jn all these 
Hoover Commission assignments I participated in the study of various business- 
type operations of the Department of Defense. 

In appearing before you, I have the privilege of representing the Chamber of 
Commerce of the United States, a federation of over 3,300 chambers of commerce 
and trade, industrial, and professional organizations. 

The national chamber has continuonsly supported a well-planned defense pro- 
gram. We recognize fully that during this period of international uncertainty, 
the United States cannot have a second best defense potential. We recognize also 
that our military machine has become more complex because of the impact of 
scientific developments in airpower, guided missiles, electronic computers, and 
atomic weapons which have contributed greatly to the difficulty of managing the 
Department of Defense. It is a tremendous business enterprise—perhaps the 
largest of its kind in the world. 

This is particularly significant as one compares the lack of continuity of 
civilian management and policy in the presumed higher echelons of control as 
contrasted with the career continuity in the military services. Translating this 
background into the fiscal 1958 budget obviously leaves weakness in precise 
and detailed criticism, but the first thing for all of us to recognize as citizens 
and as businessmen is that the Department of Defense budget is a reflection of 
business management, is subject to analysis and the checks and balances of 
réasonable judgment, and, in most particulars, can reasonably be discussed 
in public without endangering our national security. 

We wish to emphasize to the distinguished members of this committee that 
we are not posing as military experts. Neither the chamber, its committees, 
nor myself profess competency regarding military strategy. Nor do we question 
the military competency of our country’s professional personnel. However, we 
feel that we know something of the business organization and the businesslike 
operations of the Department of Defense. Also, we are not unmindful of the 
impact of technological changes in equipment and weaponry which is having a 
direct effect upon the adequacy of the present organization of the Department as 
established under the National Security Act of 1947. 

Within these general guidelines it is our belief that the defense budget can 
and should be calmly and dispassionately discussed. It is our purpose to be 
constructively helpful to the committee. We share with it a deep sense of 
responsibility for national security ; but, at the same time, if we believe that the 
judgment exercised by those who submitted the budget should not be questioned, 
we have lost faith in our constitutional system of government. 
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Our purpose here today is threefold : 

(1) We support in general the action of the House in reducing the fiseag] 
1958 budget by approximately $1.9 billion and effecting savings of an additiong] 
$590 million in stock and industrial funds. 

(2) We support the O’Mahoney amendment to H. R. 7665 with the recommen. 
dation that its scope be increased to include common type services as well ag 
common supply items. 

(3) We recommend selective additional reductions of $743,559,000 in the ap. 
propriations approved in H. R. 7665. The following table summarizes our recom. 
mendations for these additional reductions: 


NN EE =, — 7 — Sa ; ————.. 
| | 


Program Budget | H.R. 7665 Chamber rec- | Additional 


estimates | ommendations reductions 
| 


_-—— 
| } _ 


Operations and maintenance: | 
PENT ciancenesoess | $3, 400, 000,000 | $3, 145, 200,000 | $3, 117, 458, 000 | $27, 742, 000 
Nav SS eid 2 ---| 2, 791,400,000 | 2, 729, 330,000 | 2, 575, 095, 000 | 154, 235, 000 
Air Force. ...---- --------------| 4, 225,000,000 | 4,062, 120, 000 3, 887, 000, 000 | 175, 120, 000 


NE Bosca cccscangcasessscsucute 10, 416, 400, 000 ny 9, 930, 650, 000 9, 579, 553, 000 357, 097, 000 


Military personnel: | 


APING ......--+--------- 3, 549, 000, 000 1 3, 513, 000,000 | 3, 401, 100, 000 | 111, 900, 000 
N y 2, 503, 000, 000 | 2 2, 485, 000, 000 2, 387, 823, 000 97, 177, 000 
pl. Se eee 634, 600, 000 | 630, 000, 000 | 630, 000, 000 


Air Force 3, 840,000,000 | 3, 801, 600,000 | 3, 602, 290, 000 190, 310, 000 


10, 526, 690, 000 | 10, 429, 600, 000 10, 1, 213, 000 


Research and development: | 
MEE adios avolnovnteesioanranal 400, 000, 000 392, 000, 000 375, 400, 000 


Navy-. aS 505, 000, 000 495, 000, 000 467, 600, 000 
ee a 61, 000, 000 | 649, 000, 000 625, 000, 000 


Total___- cal A, 566, 000, 000 | 1, 536, 000, ‘000 | ~ 1, 468, 000, 000 


Miscellaneous programs.-- 2, 099, 625, 000 | 1, 959, 600, 000 | 1,959, 525, 000 
Major procurement recommended in | 


TR, BR. TOGO. «2 connec nc wecennscnne 10, 251, 000, 000 | 9, 067, 500, 000° 9, 067, 500, 000 | 








Total, all programs.......------ _.| 34, 859, 625, 000 | | 32, 929, 350, 000 | 32, 185, 791, 000 | 


1 Includes $400 million transferred from other funds. 
2 Includes $190 million transferred from other funds. 


HOUSE RECOM MENDATIONS 


The national chamber was greatly impressed by the thorough and sound 
analysis given the defense budget by the House Defense Appropriations Sub- 
committee under the chairmanship of Congressman George Mahon. We think 
its approach was not only objective but penetrating. It raised some very im- 
portant basic issues which not only concern the fiscal 1958 budget but also future 
budgets. 

In our later discussion of specific reductions in defense appropriations, it 
will be noted that we are in considerable agreement with the House cuts and 
recommend no restorations. However, there are certain programs which, in our 
judgment, can be further reduced. 


THE O’MAHONEY AMENDMENT 


We vigorously support the O’Mahoney amendment to H. R. 7665 which 
(1) directs the President to recommend organizational changes to establish an 
integrated supply system for common supply items and (2) directs and empowers 
the Secretary of Defense to eliminate overlapping, duplication, and waste among 
the military services. 

The approval of this amendment is imperative and vital to the future of a 
strong Defense Establishment. No one will be able to stop the clock during 
another major conflict and provide us with time to reorganize our logistic system, 
as was necessary on a crash basis in World Wars I and IT. 

As the committee knows, the first O'Mahoney amendment to the 1953 Appro- 
priations Act has failed to get results. Success will not come easy. There are 
many roots deeply implanted in three military services that are not only admin- 
istered separately by authority of Congress but also over many years have 
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puitiplied their activities into an empire that will be difficult to break down. 
It will require a courageous effort and, in our view, will have to be done by 
Congress. 

Strong language in committee reports and even legislative mandates have not 
succeeded. It is our belief, therefore, that firm action by Congress through 
its appropriations power is needed as an added incentive to economize. 








BUDGET REDUCTIONS AND ISSUES 











Any discussion of broad programs in the defense budget crosses the lines 
between the services and unavoidably gets into overlapping and duplication of 
effort—duplications involving facilities, equipment, organizations, and research 
and development—all relating to the noncombat activities of the Military Estab- 
lishinent. These involve organizational questions of great magnitude and place 
before the Congress the broad question as to whether or not the National Security 
Act of 1947 adequately and effectively supplies proper organizational guidelines 
for the period immediately ahead of us. 

The national chamber, and the organizations and businessmen it represents, 
do not want a second best Defense Establishment. We know that national secu- 
rity is expensive at best. This very fact justifies questioning by citizens every- 
where. Is the organization adequate? Is it administered in a manner that will 
provide better defense at controlled dollar costs? 

We recognize that H. R. 7665 necessarily reflects operations as they now exist 
in the Department of Defense. Our study, therefore, has on the one hand related 
itself to necessary dollars under present organizational concepts, and on the 
other hand the potential spending of less dollars, and the attainment of a better 
Defense Establishment, by organizational changes which require congressional 
action. 

We think the time has come for a thorough reevaluation of our present defense 
organization under the National Security Act of 1947. 

I have personally reviewed much of the testimony in the House appropriations 
hearings on the fiscal 1958 budget. In these, as was true in the 1956 and 1957 
hearings, many deficiencies were emphasized, particularly in support activities. 

Competition between the services has a long tradition but clearly does not 
parallel competitive private enterprise as pictured by some proponents of the 
present arrangement. It takes great courage within Congress, and outside, to 
question the basic tenets of our Military Establishment but we must recognize 
reality. 

It is appropriate to emphasize particularly the issue involving noncombat unifi- 
eation which was envisioned under the National Security Act of 1947, which was 
referred to by General Eisenhower in 1952 as a necessity, and which in itself 
would seem to offer opportunities for economy by placing civilian-type functions 
of supply and service under civilian management. The recent Hoover Commis- 
sion report on the business organization of the Defense Department has high- 
lighted wasteful operations growing out of lack of integration of supply activities 
of the military departments. 

In 1952, Senator Paul Douglas introduced a bill providing for integration of 
supply and service activities within and among the military departments under 
the direction of an Undersecretary of Defense for Supply Management. The 
debate on this proposal ended in a compromise known as the O'Mahoney amend- 
ment, which required the Secretary of Defense to issue regulations aimed at fos- 
tering an “integrated supply system designed to meet the needs of the military 
departments without duplicating or overlapping of either operations or fune- 
tions.” It failed to accomplish its purpose. 

The failure of the Defense Department to comply with this congressional man- 
date raises an issue fundamental to constitutional government. It involves the 
question of congressional mandates being accepted by the executive department 
and implemented in the spirit of proper discipline to authority. Congressional 
committees repeatedly have found that their mandates have not been imple- 
mented. The military services have not even accepted and implemented certain 
directives of the Secretary of Defense. 

Congressional leaders and committees have deplored for many years the seem- 
ingly inexcusable examples of waste and inefficiency in the handling by the mili- 
tary services of various phases of supply. Last year, the Mahon subcommittee 
and the Senate Appropriations Committee uncovered great waste and inefficiency 
in military procurement. For instance, the report of the latter had this to say: 
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“During the course of the hearings the committee had forcibly brought to 
attention frequent examples of duplication of facilities and functions throughout 
the Department of Defense. In some cases the committee believes that this 
duplication borders on unconscionable waste of the country’s resources, not onl 
in material but in land resources, manpower, and money.” d 

The National Security Act and the first O'Mahoney amendment of 1952 have 
not integrated military supply activities. The Defense Department has rejected 
Hoover Commission recommendations for accomplishing that purpose. It hag 
concurred in recommendations to improve personnel management but has not D 
them into effect—and, at the same time, will not agree that Congress should do go 

A strong position by Congress is necessary to achieve improved defense opera. 
tions and savings. The record shows convincingly that if the supply organiza. 
tion of the Defense Department is to be integrated, it will have to be done 
Congress. The insistence of the military services on retaining their independence 
and holding to a “separatist” outlook toward unification and the integration of 
supply having been revealed time after time by congressional committees, it is 
obvious that positive mandate is indicated. 

It is considerations as basic as these which are mandatory for solution if the 
budgets of 1959 and 1960 and later are not to show the continuing costly result of 
duplication which is inherent in the organization of the Department of Defense 
as it now exists. We do not share with Secretary Wilson the belief that the 
present organization is the best that can be attained. Nor do we concur with 
recent testimony of Assistant Secretary of Defense McNeil that 90 percent of the 
supply system has been integrated. Surface comprises have been used all too 
effectively as a screen to cover the real lack of integration, the real extent of dupli- 
cation in this whole supply field. 

In testimony before the House, which I gave in behalf of the national chamber, 
we reviewed in some detail the major programs financed by the defense budget 
and made specific recommendations for reductions in most of those programs. We 
have followed the same approach in preparing testimony before this subcom- 
mittee. The details of our recommendations and justifications are included in four 
appendixes. Appendix A details our arguments in support of recommendations 
for reductions in “Operations and maintenance,” appendix B for reductions in 
“Military personnel,” appendix C for reductions in “Research and development,” 
and appendix D for reductions in “Other miscellaneous programs.” 

In order to save the time of the committee, I suggest that these appendixes 
be included as part of the record and that I summarize the substance of each, 


A. OPERATIONS AND MAINTENANCE 


For this program, the national chamber recommends total appropriations of 
$9,579,562,000 divided among the three military services as provided in the 
summary above. This is a reduction of $357,097,000 over the $480,750,000 cut 
recommended by the House in H. R. 7665. 

This area offers by far the greatest opportunity for savings, and appendix A 
reviews in considerable detail the activities and functions financed by this program 
where these savings are possible. 

The military section of the defense budget covers 102 pages. Operations and 
maintenance activities are scattered throughout these 102 pages. We commend 


the services for the improvement in management of many of these activities. 


However, efforts at improvement have been centered too much in the direction of 
“natching up” a fundamentally defective organizational system rather than in the 
direction of removing the causes for the great waste in resources and manpower 
that are triplicated among three military services and then multiplied again 
within each service. We do not have a unified defense organization but rather 
dozens of separate organizations operating at numerous levels and duplicating 
functions many times at the various levels. 

With some exceptions our recommendations hold to the amounts of the 1957 
budget in this general area. While appendix A reviews this field by items and by 
programs, this committee will recognize the difficulties, if not the dangers, inherent 
in taking away from the management of the Department of Defense the oppor- 
tunity for some managerial flexibility in applying budget reductions in the most 
appropriate programs. 

For fiscal 1957, Congress appropriated a total of $9,377,036,000 for this program. 
The budget estimates for fiscal 1958 are $10,416,400,000—an increase of 111 
percent. However, among the military services the percentage increases are 
11.3 percent for the Army, 8.2 percent for the Navy, and 12.9 percent for the 
Air Force. 
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For fiscal 1958, the House has recommended $9,936,650,000—a reduction of 
$480,750,000 from the budget estimates. When spread among the military serv- 
jces, this reduction amounts to 4.6 percent for all three services, but it amounts 
to 7.5 percent for the Army, 2.3 percent for the Navy, and 3.9 percent for the 
Air Force. Compared with 1957 appropriations, the House-approved figures 
for all three military services is 6 percent higher, and when spread among the 
services, amounts to 3 percent higher for the Army, 5.8 percent higher for the 
Navy, and 8.5 percent higher for the Air Force. 

The chamber recommends a reduction of $836,847,000 for this program—a cut 
of 8.0 percent. When spread among the services, this reduction amounts to 
a cut of 8.3 percent for the Army, 7.7 percent for the Navy, and 8 percent for the 
Air Force. Therefore, the chamber recommendations would increase the House- 
approved cuts by 3.4 percent for all three military services. This action repre- 
sents an increased cut for the Army of 0.8 percent, for the Navy 5.4 percent, and 
for the Air Force 4.1 percent. We strongly urge that this committee approve 
these increased reductions in operations and maintenance for the three military 
services. 

It would be naive indeed for one to review all the programs and activities 
financed under “Operations and maintenance” in the budget and not visualize 
the large waste in resources and manpower. And the budget does not describe 
the picture as it exists at all levels of operations within the services. 

The Army, for instance, does not have 1 supply organization but actually its 
supply activities are carried on by 7 technical services—each with separate ad- 
ministrative staffs, separate supply depots, field staffs occupying separate offices, 
some in the same city, with duplicate inspecting, legal, fiscal, and procurement 
personnel. We are not dealing with a defense organization that fosters only 
three supply systems and organizations which is wasteful enough, but with 
one that contains numerous subdivisions paralleling the efforts of each other. 
And the existence of this condition is not limited to the Army. 

Facilities are duplicated in almost every activity of the military services. 
One need only visit the great ports of our country to see the duplication of 
marine terminals. Storage areas are duplicated in separate depots and storage 
facilities. Each of the services has separate facilities for basic training and this 
activity extends even to separate organizations within each service for recruit- 
ing. The height and impenetrability of the fences between the services dominate 
every phase of common functions. 

In the area of supply unification, the second Hoover Commission recommended 
a program for improving supply management by integrating common supplies 
and services under a separately administered civilian agency. This plan was 
rejected by the Defense Department in favor of a single-manager system which 
was considered and rejected by the Hoover Commission. However, this system 
keeps this area of supply within the operations of the military services thereby 
multiplying again the organizations engaged in supply by the number of common 
supply items and services assigned to the three services. It takes little logic 
to see that this system will not effectively integrate supply functions, particularly 
in the case of common-type services. 

Another area of savings opportunity involves Government competition with 
private enterprise. There is evidence of but limited progress within the De- 
partment of Defense toward enforcing the announced policy of the administra- 
tion in this respect and thus reducing its expenditures directly involved. Clearly, 
Congress should support the elimination of competitive activities which keep 
operational and support costs high. At the time of the Hoover Commission 
report the Defense Department was operating some 2,500 business- and com- 
mercial-type activities in competition with private enterprise and employing 
some 600,000 persons. 

Extensive testimony on the MATS operation was taken by the House Appro- 
priations Committee. We do not question the need for a nucleus air-transport 
service that can be expanded in cooperation with civil airlift for strategic pur- 
poses during an emergency, but we consider the present MATS operations as 
greatly exceeding any reasonable interpretation of a nucleus operation. The 
single-manager system was designed to centralize this en masse. Competition 
between the services has not permitted this to be fully effective and on the pres- 
ent basis the operation, which already exceeds the combined airlift of all the 
commercial lines of the country, will continue to grow and compete as long as 
Congress provides appropriations to finance them. Savings in this field would 
reduce investment in new transport aircraft and operating and maintenance costs 
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in personnel. Related thereto, it would feasibly reduce subsidies now being 
paid to international air carriers and related training costs. 

I can talk with some assurance with respect to the Military Air Transport 
Service as a result of the first public study of its operation which was carried 
out under my direction as Chairman of the Hoover Commission Transportation 
Committee. Our recommendations for the elimination of duplicating air-trans. 
port services in the Defense Department and preferential usage of available 
commercial transportation have not been implemented by the Department of 
Defense. 

Transportation costs are an important factor in the general category of opera. 
tions and maintenance. The Defense Department has established a single map. 
agership for traffic management. We will not have real trafiic management and 
all of the broad economies which are possible from the exercise of this impor. 
tant function until the policy control is completely passed from the individual 
services and the organizational responsibility is placed upon a worldwide basis 
and not restricted to the continental United States as is presently true. Like 
many of the support functions, there is duplication and lack of economic control 
in the overseas theaters. 

Gentlemen, may I propose a suggestion that in my opinion would serve to 
accomplish the objectives of this committee, as set forth by you in a letter to 
Secretary of Defense Charles EF. Wilson, August 3 last vear, and at the same time 
provide valuable guidance to the Department of Defense in their efforts to com. 
ply with your wishes relative to the operation of MATS. 

It is my suggestion that a directive be sent to Mr. Wilson by this committee 
which would reemphasize the position taken last year in your letter of August 3, 
and also declare that maximum utilization of the United States Government of 
privately owned and operated air and sea transport is essential to both the pro- 
motion of our free-enterprise economy and the provision of a necessary reserve 
of facilities in training personnel essential to national defense, and that Govern- 
ment operation of its own transport facilities should be limited to that essential to 
military security. 

That, in line with this position, it is the wish of the committee that within 
the 1958 appropriations for operation—maintenance—and military personnel, 
the Defense Department show a reduction in its expenditures on MATS and 
other Government-owned air-transport activities to a point below that expended 
for the 1957 fiscal year. And that these funds then be applied toward making 
greater use of the United States commercial airlines in meeting their airlift re- 
quirements. It is also the wish of this committee that a progress report be made 
by the 1st of January 1958 which would indicate the progress made by DOD in 
implementing this directive. 

Such a directive would implement the clear wish and policy laid down last 
year by both the House and Senate in the conference committee letter to Secre- 
tary Wilson, for which both congressional committees are to be heartily com- 
mended, which reads: 

“The Government should, to the greatest extent practicable, adjust its use of 
air transportation so as to use existing unutilized capacity of United States air 
carriers.” 

These are factors which strengthen our belief that the reductions we have 
recommended in the operations and maintenance field are realistic, that they 
ean be accomplished without impairing our national security or defense capa- 
bility one iota, that the one necessary ingredient is pressure from the Congress 
to cut across the rigid bureaucracy which is the Military Establishment as 
presently organized. 

We have read carefully the statements by the Department of Defense in reply 
to our MATS testimony before the House Appropriations Committee. They are 
the nenal arguments motivated by an extreme desire to maintain active control 
over the vast enterprise. And if this type of competition continues, it is bound 
to cause severe damage to our free economy. 

It is our firm belief, therefore, that appropriations for “Operations and 
maintenance” as set forth in H. R. 7665 can be reduced $357,097,000 in the areas 

suggested in appendix A. 


B. MILITARY PERSONNEL 
For military personel, the national chamber recommends reductions in H. R. 


7665, for all three: sermices:, of | $318\387,000,.. Detailed. reasons. for, our, recon- 
mendations are contained on page 18, appendix B. 
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It should be noted that our recommendations are entirely within support and 
yelated activities and relate to better utilization of military and civilian per- 
sonnel, eliminating nonessential and duplicative jobs, curtailing excessive rota- 
tion, and reducing travel and movement of personnel effects. ‘ 

It will be noted that we have recommended a 12-percent reduction in military 

rsonnel engaged in support and related activities and a 10-percent cut in the 
pudget estimate for travel in permanent change of station. 

Defense Secretary Wilson has already Ordered a 12-percent cut in all Wash- 
jngton area personnel which the House took into account in its recommenda- 
tions for appropriations for this item. However, it does not seem that the 
House has tuken into account current plans to reduce personnel in all “major 
subordinate administrative, logistical, and operational commands of the services 
as well as joint and unified commands” as was testified to by Defense Comp- 
troller McNeil before the Mahon subcommittee and which would amount to a 
12-percent reduction in personnel for those offices. While we were not aware of 
the action contemplated by the Defense Department when we recommended a 
12-percent cut in military pay and allowances for all support and related activ- 
ities, We Commend Secretary Wilson for this bold step. However, we firmly be- 
lieve that this cut can be made for fiscal 1958 without impairing operating 
efficiency in the least. 

Last yenr and this year the Mahon subcommittee of the House investigating 
procurement practices and procedures found that the rotation of military per- 
sonuel Was seriously impairing efforts to control production because of “lack 
of personnel continuity in these functions.” Chairman Mahon pointed to officer 
rotation as one of the areas where millions of dollars could be saved annually 
and further stated that time and money are being wasted training a continuing 
series of new officers. 

The Hoover Commission also found that rotation of military personnel into 
support activities for temporary tours of duty was an extremely demoralizing 
and wasteful practice. Despite the fact that military personnel treat support 
assignments as necessary only to supplement their major assignments as tactical 
officers, the Comimission found that 

1. Practically all top managerial jobs in support activties are held by 
military personnel unqualified in background and experience for the tasks; 

2. A deterioration of the civilian staffs resulted from lack of adequate 
incentives ; 

3%. Because of the need to keep civilian staffing for purposes of continuity, 
rotation of military personnel in support activities produces duplicate staff- 
ing cost an estimated $110 million annually; 

1. Excessive rotation was costing between $33 million and $53 million each 
vear. 

Approximately 50 percent of officer personnel is employed in support and related 
activities. This indicates that about 175,000 of the total officer strength of an 
estimated 350,000 are engaged in positions related to noncombat activities. Al- 
though the budget does not allocate military personnel costs between support 
and tactical activities, a conservative estimate for officer personnel would be 
approximately $8,000 per officer for pay and allowances only. This would indi- 
cate that an estimated $1.4 billion ($8,000 times 175,000 officers) in officer person- 
nel costs are paid for nonmilitary functions. And, as previously brought out, a 
large percentage of these officers are duplicating the work of civilians. But even 
cutting officer personnel in support activities by 12 percent, there would be sav- 
ings of $168 million each year in pay and allowances only. When added to the 
costs of training, transportation, including dependents, medical care, survivor 
benefits, and other costs, the savings would probably double that amount. Relat- 
ing this formula to one item only—the $573 million requested for fiscal 1958 for 
movements involving permanent changes in station—savings of over $34 million 
could be realized (12 percent times 1%4 of $573 million). 

Military personnel are trained for combat and related activities—not for such 
business-type functions as procurement, manufacturing, supply, contract admin- 
istration, hospital administration, legal, accounting, and other business related 
functions. Their insistence on controlling and supervising such activities for 
whch they are not trained produces a wasteful and inefficient personnel system. 
Assigning military personnel to manage business operations is no more logical than 
assigning civilians to manage military operations. The usual reasons for hold- 
ing to the present system is to make available a greater number of positions for 
utilizing military personnel, provide diversification in job assignments in peace- 
time and maintain a broadened personnel base for rotating military officers. 
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Great sums are spent annually to provide our military forces with the begt 
training money can buy. But the objective is to produce well-trained military 
forces—not business and professional men. Congress should make certain that 
this sound objective is followed. 

In addition to the savings that would result by putting into effect improvements 
in personnel management recommended by the Hoover Commission, there are 
other convincing reasons for Congress to deal firmly with the military personne] 
problem : 

1. In utilizing personnel in this revolutionary era of advanced technology, it ig 
essential that greater emphasis be placed on specialization. 

2. Rotating miiltary personnel to perform support functions requiring business 
and professional background and experience is adversely affecting military 
preparedness. 

38. Placing military personnel in top management positions in support activi- 
ties is lessening public confidence in the military services and impairing the estab- 
Ishment of a sound career system for civilian personnel. 

Not only does the miiltary rotation policy disrupt continuity and militate 
against long-range planning, it also increases travel costs of officers and their 
dependents and transportation costs of household goods and effects. 



































C. RESEARCH AND DEVELOPMENT 


You will note in referring to appendix C (p. 24) that we have recommended 
a reduction of $68 million in excess of the $30 million cut recommended by the 
House. 

In testifying before the House, we stated the sincere belief that there is no 
better investment in the defense of our country than dollars spent wisely and in 
adequate quantity for research and development. We are firm in this conviction. 
However, we also believe that quality or effectiveness of such efforts is not neces- 
sarily measured by the quantity of funds assigned these purposes in the Federa) 
budget. 

After reviewing the testimony of the military services and the generally un- 
convincing rebuttal of the Defense Department on its management of research 
and development activities, we believe more firmly than ever there is need for 
action to integrate research and development programs. This is necessary not 
only for efficiency and economy in the use of manpower, materiel, and dollar 
resources, but is also essential to the maintenance of adequate security for the 
United States. The acute nature of the rivalry among the services, especially 
in the field of research and development and its danger to national security 
was noted by the House committee on page 20 of its report (No. 471). It said: 

“* * * the increasing degree of rivalry among the services for roles and mis- 
sions is becoming so serious as to jeopardize and delay the rate of buildup of our 
military power.” [Emphasis added.] 

If there were a truly integrated research and development program underway 
in the Department of Defense, the requested appropriations would appear more 
defensible. However, there are in effect three competing programs based not so 
much upon research to improve the technology of weapons as upon the desire 
of each service to prove that it should assume the principal strategic and tacti- 
cal role in the defense of the Nation. This faulty premise makes for greater 
cost, difficult administration, waste, dissipation of scarce scientific manpower, 
and tends to move us toward second place in the arms race at the true level 
of competition—the international level. 

Evidence that such internal competition breeds internecine strife and expense 
has been manifest in the several developments which followed the attempt of 
the Secretary of Defense to define the roles and missions of the three services 
in aircraft and ballistic missiles. This courageous attempt by Secretary Wilson 
sought to provide research and productive efforts for the Nation’s defense which 
could both be afforded and which would not be wasteful. 

Certainly, there must be a concrete and realistic reevaluation of inter-service 
competition in this field. Rolling back the frontiers of science is not some- 
thing which lends itself to the compartmentalization of the three military 
services. Scientists in the Air Force, the Army, and the Navy should not be 
trying to give one service dominance over the other. A scientist working on a 
defense programs must meet as his first competitor a Mother Nature ever re- 
luctant to disclose her cherished secrets and, second, a Soviet counterpart with 
whom he is daily locked in scientific combat. There is no room for the dissipa- 
tion of research efforts among three sparate and often triplicating channels in 
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order to satisfy the vanity or traditions of any of the services which would 
gawittingly place the flag of an individual service above the general safety of 
the country. 

The degree of overlapping and duplication is quickly noted when one ex- 
amines the statements of “Program and performance” contained in the fiscal 
pudget for research and development. It clearly shows how each of the services 
ats into the business of the other two in this support-type program. This is 
dearly shown by the table showing triplication of programs as set forth in ap- 
pendix C (p. 26). 

In our appearance before the House, we recommended that, in order to place 
our research and development efforts on a basis where they can most effectively 
engage in, competition in the international arms race, all funds for research and 
development be separately programed and appropriated to the Secretary of 
Defense. The comment of the Air Force that the integration of research finding 
gander the Department of Defense would “degrade its management efficiency” 
further illustrates the organizational problem. Certainly, it would simplify 
fnancial procedures, accounting and lines of responsibility, as well as improve 
efficiency and economy if, as a start toward integration of research and de- 
velopment all research and development funds were assigned to the Office of 
the Secretary of Defense in a single fund rather than parceling them out to the 
three services. 

It is our sincere belief that, lacking a reevaluation of the Unification Act and 
improvement in the organization of the Defense Department, the only method 
available to the Congress and the American people is to reduce the funds for 
this purpose by a reasonable amount in order to control this costly and deadly 
interservice conflict. We think the House made a commendable effort along 
these lines, but we disagree with its failure to cut deeply enough. Therefore, 
we are recommending further reductions in the appropriations of the Army, 
Navy, and Air Force for research and development appropriations by an amount 
of $68 million. These reductions are proposed in 3 areas, 2 of which would take 
cognizance of the orientation of defense efforts toward guided missiles and air- 
craft, and the third is designed to get at one of the most costly aspects of inter- 
service rivalry—namely, in the operation and management of research facilities. 

It must be noted that the funds devoted to research and development by the 
Federal Government for the defense of the Nation are not all properly labeled. 
The budget indicates that approximately $1.6 billion will be spent for this pro- 
gram by the armed services, plus an $85 million emergency fund assigned to the 
Secretary of Defense. However, in actuality there probably will be in excess of 
$6 billion spent. And even then, this estimate of $6 billion does not include such 
things as allocation of departmental costs, regular operating and maintenance 
costs of military ships, aircraft, and troop units used in conducting tests, and 
other types of costs which would be in some measure assigned to this particular 
function. Therefore, in looking at the spending level devoted to research and 
development, all estimated costs should be viewed and not merely the amount car- 
ried under the research and development appropriations of the three services. 


D. OTHER MISCELLANEOUS PROGRAMS 


Appendix D (p. 31 of the appendixes) discusses our recommendations and the 
reasons therefor for 12 other miscellaneous programs. It will be noted that in 
the case of 11 of these programs, the chamber supports the House action in H. R. 
7665. We request Senate approval of this action. After careful study of the 
hearings and the report of the House Appropriations Committee, we feel strongly 
that the House action respecting these 11 programs is sound and should be 
approved. 

Regarding one program—National Board for the Promotion of Rifle Practice— 
we do not think the House cut went far enough. The House recommends appro- 
priations of $225,000, a reduction of $75,000 in the budget estimates. We rec- 
ommend a further reduction of $75,000 and the discontinuance of this program 
for future years. 

The national chamber checked the history of this activity and found that it was 
initiated during President Theodore Roosevelt's administration to encourage rifle 
practice. The importance of the rifle in those days presumably made the program 
a legitimate defense activity. However, continued appropriations for rifle 
competition can be supported no more logically than appropriations for other 
sports that contribute to making good military servicemen. Moreover, we find 
difficulty in understanding how Congress can justify appropriations for rifle prac- 
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tice in the face of large expenditures for building up strong Reserves. [Pop 
fiscal 1957, the House reduced the budget estimate $128,000 but your committee 
increased it $110,000. We would hope this committee will reverse its position 
for fiscal 1958 by reducing appropriations to $150,000 and in its report request 
the Army to discontinue this program for succeeding years. We think the dis. 
continuance of this program is in the national interest. 













E. MAJOR PROCUREMENT AND PRODUCTION 


The chamber has made no recommendations for a reduction in major procure. 
ment and production—the largest program in the budget. Without access to 
classified and other information bearing on military strategic planning, we deem 
it unwise to make recommendations regarding this program. ‘ 

The House has recommended a reduction of about $114 billion of which $516 
million for the Army is being postponed for later submission. Therefore, the 
House, in effect, is recommending a $704 million reduction—or 6.6 percent of the 
budget estimates. After reviewing the hearings and the report of the House 
Appropriations Committee, we find no reasonable basis for questioning the action 
reflected in H. R. 7665. Therefore, we accept the evaluation of the House and 
commend it to this committee. 

Before leaving this program, however, there is one aspect of it which we think 
merits immediate consideration by the Congress. This relates to the lack of 
effective control over military requirements. 

As the committee well knows, the number and complexity of modern military 
weapons and equipment involves a major problem of management. This em- 
phasizes the importance of management controls and adequate organization man- 
agement. The very fact that the Air Force has exceeded its 1957 budget, an 
investigation of which has taken much of the time of this committee in the past 
few weeks, would seem to support our position that there is need for added con- 
trols over requirements, for more effective screening of excesses against require 
ments, and greater standardization. An important conclusion of the Second 
Hoover Commission Report on Business Organization of the Department of 
Defense related to deficiencies in defense planning. The report pointed out, in 
part: 

“Guidance furnished the military departments for basic procurement planning 
is inadequate because of weaknesses in unified military planning. Insufficient 
consideration has been given to the industrial feasibility of military planning. 
Requirements computation practices in the departments suffer from excessive de 
tail, in adequate knowledge of usage, and insufficient coordination with research 
and development activities. The Secretary of Defense and the three departmental 
Secretaries are not conducting sufficiently penetrating analysis and review of 
defense requirements.” 

Recommendation No. 1 in this Hoover Commission report was designed to im- 
prove these deficiencies. It provides: 

“The Secretary of Defense should create in his office a civilian position invested 
with sufficient stature and authority to insure the establishment and maintenance 
of effective planning and reviews of military requirements. The official occupying 
this position would, on behalf of the Secretary— 

“(a@) Maintain active liaison with National Security Council, Joint Chiefs 
of Staff and their staffs; 

““(b) Coordinate all guidance provided at the Office of the Secretary of 
Defense level to the military departments covering the preparation of re 
quirements programs; and 

“(e) Provide for a system of effective review and analysis of defense plans 
and requirements computations.” 

This recommendation has not been accepted or implemented by the Department 
of Defense. We feel strongly that the control of requirements is the heart of the 
procurement dollar—representing the largest program in the Department of De- 
fense budget. 

Savings in major procurement and production are also possible by improved 
personnel management. I read a great deal of the testimony in the House Appro- 
priations Subcommittee hearings this year. In the 1957 hearings, as was true in 
the 1956 hearings, many deficiencies in procurement were emphasized. One in 
particular was stressed, involving lack of sound personnel management. There is 
apparent absence of stability and career incentive in the civilian employee group 
charged with the task of negotiating contracts which add up to billions of dollars. 
The competition between the services has long tradition but clearly is not parallel 
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to competitive private enterprise as pictured by some proponents of the present 
arrangement. It takes great courage within the Congress and outside to ques- 
tion the basic tenets of our Military Establishment but we must recognize reality. 


SUMMARY 


In summary, the national chamber endorses H. R. 7665 and recommends that 
it be approved by this committee. In addition, it is our belief that further re- 
ductions can be made as I have discussed and as detailed in the appendixes, 
without in any way impairing national security or essential operations of the 
military services. These reductions are possible by— 

(1) Improving management and reducing duplication in the broad field 
of noncombat activities, particularly those which have broad similarity to 
business-type operations ; 

(2) Implementing Hoover Commission recommendations for improving 
supply and personnel management ; 

(3) Curtailing business and commercial-type activities which are unneces- 
sarily in competition with private enterprise; and 

(4) Effectively integrating and centrally administering the research and 
development program in all of its major aspects. 

In our discussion we have raised major issues which are important to the 
broad and continuing responsibility of the Congress, and of this committee in 
particular—issues which relate to future budgets as much as they do to that 
of fiscal 1958—and finally issues which go beyond the budget and into funda- 
mental policies governing national security. 

The first issue is fundamental to our concept of constitutional government 
and involves, as I have detailed in my discussion, the reality of congressional 
control in its field of responsibility. This issue carries to the executive depart- 
went, to the Department of Defense, and to the individual military services 
the matter of congressional mandates being implemented and effectively en- 
forced. Related to this question is the constitutional concept of civilian control 
over the Military Establishment. More disturbing is the evidence, repeatedly 
authenticated by congressional committees, regarding noncompliance with De- 
partment of Defense directives. 

A second major issue is the degree of unification consistent with modern condi- 
tions and the outlook for the future. Clearly, the intended unification envisioned 
under the National Security Act and supported by military leaders as producing 
economy and better support management, does not exist. Beyond support ac- 
tivities in the field of unification is the broader question of whether the existing 
multiservice organization best meets the needs of a nation locked in a conflict for 
technological superiority in weapons development. This issue requires careful 
evaluation of the advantages and disadvantages of the costly competition between 
the services, the desire of each for dominance, and the effect of the basic con- 
troversy in the field of guided missiles, aircraft, transportation, supply, ete. 

A third important issue involves the development by Congress of personnel 
practices and policies for the Department of Defense which go to the heart of 
quality versus quantity, which meet the organizational problem of management 
continuity and which permits the many economies which competent studies have 
pointed to as being practicably and realistically available. 

A fourth important issue involves the continued magnitude of Government 
competition with private industry and the limited progress within the Depart- 
ment of Defense toward enforcing the policy of the administration and thus re- 
ducing the expenditures directly involved. 

A fifth issue involves the organizational disease that is responsible for the 
tremendous duplication of facilities and functions and multiplies the amount of 
waste many times. Examples include the duplication of such activities as depots, 
marine terminals, airfields, research centers, maintenance facilities, procure- 
ment operations, training programs, and even duplicate recruitment. 

And finally there is the issue involving the economic implications of a con- 
tinuing large scale defense program along with the many other Government serv- 
ices being financed. The House Appropriations Committee recognized these 
implications when it said: “There should be no disputing the elementary fact 
that excessive military expenditures would have serious weakening effects on 
our economy.” We recognize that adequate defense protection is not cheap. And 
we would not want to compromise any phase of defense effort vital to our national 
security. Nevertheless, it is incumbent that every effort be made to stabilize de- 
fense expenditures to counter the inflationary impact on our economy. Otherwise, 
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our national defense will cost us as much in inflation as it will in real expengj. 
tures. The defense budget for the past few years bears all the marks of inflation, 
Each year, we are getting less defense for the dollars spent. This is all the more 
reason why Congress should explore every possibility for stabilizing defense 
spending. 

The answers to issues of this magnitude are not easy. They involve great 
traditions and the sincere convictions of dedicated public servants. But the 
proper answers must be found, as the problem of adequate national Security 
properly organized, competently managed, and economically administered, tran. 
scends all personalities and is our major public obligation. 


APPENDIX A. OPERATIONS AND MAINTENANCE 


The national chamber has made a careful review of the House action regard. 
ing operations and maintenance costs in the Department of Defense and hag 
reached the conclusion that there are additional savings that can be realized 
for this program for fiscal 1958. We are recommending, therefore, a total re 
duction of $836,847,000 for this program as indicated below. This increases the 
House cut by $357,097,000. 


Item | Budget | H. R. 7665 | Chamber rec- Additional 
estimate | ommendation | reductions 


} 
| 


Operations and maintenance: 








ED oti pen Uae saneeddcauabaeek ..| $3, 400, 000, 000 | $3, 145, 200, 000 $3, 117, 458, 000 $27, 742, 000 
iis Gitta cha a dnd 5 keaelg ibn hen 2, 791, 400,000 | 2, 729,330,000 | 2, 575, 095, 000 ; 
ORE nrnpaknnned qncuaubesod 4, 225,000,000 | 4,062,120,000 | 3,887, 000, 000 175, 120, 000 
- — _ — _ —| _ 
ek diincccabcdtavessdiniasia 10, 416, 400,000 | 9, 936, 650,000 | 9, 579, 553, 000 357, 097, 000 





House reductions for this program total $480,750,000 distributed as follows: 


TING ican cece epee we bc ba ec se ode chek ion $254, 800, 000 
DT scp cir ig sn se cs mmo at de sade ss tg aie UR ES aE 63, 070, 000 
BO TO as sess oe eteesnsescnseh pain eine pins ins cic ge oi gos tence a ad cel lh Seapets aba 162, 880, 000 

PI as cai iio 2 Sscmnecons cone mar meso pon so ek ca ih lhe ag an hale aa eocan ti ai 480, 750, 000 


For fiscal 1957, Congress appropriated a total of $9,377,036,000 for this pro- 
gram. The budget estimates for fiscal 1958 are $10,416,400,000—an increase of 
11.1 percent. However, among the military services the percentage increases are 
11.3 percent for the Army, 8.2 percent for the Navy, and 12.9 for the Air Force. 

For fiscal 1958, the House has recommended $9,936,650,000—a reduction of 
$480,750,000 from the budget estimates. When spread among the military 
services, this reduction amounts to 4.6 percent for all 3 services, but it amounts 
to 7.5 percent for the Army, 2.3 percent for the Navy, and 3.9 percent for the 
Air Force. Compared with 1957 appropriations, the House-approved figures for 
all three military services is 6.0 percent higher, and when spread among the 
services, amounts to 3.0 percent higher for the Army, 5.8 percent higher for the 
Navy, and 8.5 percent higher for the Air Force. 

The chamber recommends a reduction of $836,847,000 for this program—a cut 
of 8.0 percent. When spread among the services, this reduction amounts to a 
cut of 8.3 percent for the Army, 7.7 percent for the Navy, and 8.0 percent for 
the Air Force. Therefore, the chamber recommendations would increase the 
House approved cuts by 3.4 percent for all 3 military services. This action rep- 
resents an increased cut for the Army of 0.8 percent, for the Navy, 5.4 percent; 
and for the Air Force, 4.1 percent. We strongly urge that this committee ap- 
prove these increased reductions in operations and maintenance for the three 
military services. 

With literally thousands of ways to affect savings in such an extensive opera- 
tion, it is difficult for businessmen to understand why there should be too much 
difficulty in making an additional reduction of $357,097,000 for fiscal 1958—a 
mere increase of 3.4 percent over the amount approved by the House. 


OPERATIONS AND MAINTENANCE, ARMY 


Included in our recommendation for reduction in this program is $282,542,000 
for the Army. Although the House cut is $254,800,000, it includes $104,800,000 
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in lieu of deutschemark support in Germany which may have to be restored. Our 
recommendation increases the House cut by $27,742,000. 

In reviewing the major activities financed by this program, we note substantial 
increases requested for practically each one. We recognize new and complex 
weapons have caused increased costs. But one need only review the activities 
financed by this program and which are duplicated by the other military services 
to see great savings possibilities. 

In the field of supply activities, one looks in vain for the economies presumed to 
have been achieved by the single manager plans for subsistance, clothing, textile 
and traffic management, for which the Army has responsibility. Clearly, storage 
and distribution costs could be expected to decline in the face of the inventory 
reductions of which the Department of Defense has boasted, and with propriety 
if the accomplishment were indeed real. Our study of the single manager plan 
leads us to the inescapable conclusion that it is not a satisfactory substitute for 
effectively integrating supply. 

A glaring example of lack of integration of supply activities is the situation 
found in the Army. There, these activities are carried on by seven technical 
services—each with separate administrative staffs, separate supply depots, field 
staffs occupying separate offices, duplicate inspecting, legal, fiscal, and procure- 
ment staffs. Seven separate and independent supply systems means that head- 
quarters offices, field offices, depots, etc., are multiplied seven times. The present 
defense organization which fosters at least 3 supply systems is wasteful enough, 
but when 1 of those systems has 7 separate subdivisions, that multiplies personnel 
and overhead costs 7 times. 

The Army justifies this wasteful operation by referring to these technical 
services as “seven different professions,” each having “a principal mission which 
is reasonably distinct from the others.” What is “distinct” about procurement, 
contract administration, depot management, fiscal and accounting, legal, and other 
activities that are involved in this operation involving seven supply systems? 
The Army claims these seven systems “are integrated under one controlling com- 
mander and staff—DCSLOG.” It is difficult to understand a claim that an in- 
tegrated supply system is one that is integrated at the staff level—particularly 
when it appears that this staff (DCSLOG) represents another example of dupli- 
cation of the responsibilities of the Office of the Assistant Secretary of the Army 
for Logistics. The failure of the Army to integrate its supply operations is cost- 
ing incalculable millions each year. 

There are many activities financed by this program of the Army in which there 
is duplication, unnecessary functions which could be curtailed without harming 
national security, and lack of coordination in the use of facilities with the other 
services. 

For instance, savings in “Training activities” can be realized by eliminating the 
need for many of the technical and administrative training schools for business- 
type operations, by adopting Hoover Commission recommendations for improving 
personnel management, by greater standardization of courses of instruction and 
coordination among the military services, and eliminating duplication of courses 
and facilities among the services. : 

There are ample savings in “Central supply activities” to offset the increases 
requested. We have already touched upon the costly supply system of the Army. 
We do not have information on the costs for maintaining standby industrial fa- 
cilities. However, this item of cost should be weighed carefully in the light of 
the importance in mobilizing for a nuclear type of war. We share the concern of 
the House, as stated in House Report No. 471, over the increase in the industrial 
mobilization program and agree that careful consideration should be given to the 
disposal of production facilities and equipment that are becoming obsolescent 
even for conventional tvpe war. Weare led to believe that our military planning 
is developed to engage in nuclear-type warfare. That being the case, industrial 
mobilization planning should be adjusted immediately to conform to that type of 
planning. ; 

For “Major overhaul and maintenance of materiel,” we have noted increased 
costs, part of which is attributable to aviation expansion. This is an activity 
in which savings can be realized by integration of overhaul and maintenance of 
materiel and by stabilizing any further expansion in aviation and other activities 
in which there is duplication with the Air Force and the Navy. 

In “Army medical activities” there is ample possibility for savings despite 
the increase in costs because of the Dependent Medical Care Act and the con- 
tributions to the civil service retirement fund. Expenses for this activity can be 
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reduced substantially by eliminating 
ties, integration of nontactical medic 
agency separated from the military 


duplication of medical services and faeijj. 
al supply and service activities under One 
services, and coordinating these activities 
with the Veterans’ Administration. The Hoover Commission found that Savings 
of between $20 million and $25 million could be realized by eliminating 
unnecessary facilities, regionalization of services, and better utilization of 
doctors and other medical personnel. The recent action to provide CTOSS- 
servicing of medical Services in only a piecemeal step in the direction of integra. 
tion. This is a good example of an activity in which the single manager plan 
is ineffective to remove the triplication of medical service now being performed 
by all three military services. Consolidation under a separate service wonld 
save in personnel costs, eliminate the need for many of the present facilities 
and provide for regionalized hospital service, which is necessary in the interests 
of an economic program. In “Army-wide activities” and “Joint projects” there 
are also ample savings that can be realized by coordinating activities with the 
other military services and eliminating those which are not absolutely essential 
to meet the military mission. These activities should be reduced rather than 
increased, and any increased costs because of the civil service retirement cop- 
tributions should be absorbed. There are duplication of echelons of authority 
within the Army which are unnecessary, particularly those engaged in support 
and related activities. We think also that the Intelligence Service and other 
specialized activities should be greatly curtailed. It is difficult to understand 
why there should be so much policing of activities within the military services, 


OPERATIONS AND MAINTENANCE, NAVY 


The National Chamber of Commerce recommends a reduction of $217,305.00 
for this program as compared with $62,070,000 which has been recommended by 
the House. The recommended House cut is 2.3 percent of the budget request 
for this Navy program as compared with cuts by the House of 7.5 percent for the 


Army and 3.9 percent for the Air Force. Our recommendation increases the 


House cut by $154,2235,000. 
We have carefully analyzed statements of Navy officials in testimony before 
the 


fouse Appropriations Subcommittee and also the House report and we find 
nothing that would change our mind that this program can be cut $217,205,000 
for fiscal 1958 In reading these statements and the comments in the House 
report, we have noted the various reasons for the increase in costs for fiscal 
1958 over fiscal 1957. However, we look in vain for statements that indicate 
that unnecessary activities have been discontinued, that activities have heen 
integrated with the other military services So as to reduce personnel and over- 
head costs, or that apparent multiple echelons of authority have been reduced 
to a minimum. We are aware of the increased costs of operations caused by 
inflation and legislation at the last session of Congress, This would seem to 
require cooperation on the part of the three military services to change their 
status quo by adopting measures that would eliminate duplication, waste, and 
multiplicity of activities. 

We suggest that the recommended cut be distributed 


among the following 
activities: 








Activity Budget FH. R. 7665 | Chamber rec- A dditional 

request |} ommendation reductions 
— — — — | - a — 
Navy personnel, general expenses ig $29. 000, 000 | $87. 000, 000 | $83, 980, 000 | $3, 020, 000 
Marine Corns, troons and facilities___ 184, 200, 000 | 178, 000, 000 | 171, 820, 000 | 6, 180, 000 
Aircraft and facilit 878, 000, 000 | R52, 500, 000 810, 772. 000 ‘ 000 
Ships and facilities 827, 000, 000 820, 000, 000 | 766, 067, 000 3, 000 
Ordnance and facilities | 167, 000, 000 | 164, 000, 000 | 162, 792, 000 000 
Medical care 87, 200, 000 85, 200, 000 77 . 900 , 000 
Civil engineering " 138, 000, 000 134, 630, 000 120, 069, 000 14, 561, 000 
Servicewide supply and finance : 309, 000, 000 300, 000, 000 289, 644, 000 10, 356, 000 
Servicewide operations J 112, 000, 000 107, 000, 000 92, 751, 000 14, 249, 000 


Total : ; - .| 2,791, 400, 000 2, 729, 330, 000 2, 575, 095, 000 154, 235, 000 
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GENERAL EXPENSES 





NAVY 





PERSONNEL, 


The House has recommended a cut of $2 million for this activity. We think 
this cut should be increased by $5,020,000. According to the hearings in the House 
Appropriations Subcommittee on the Defense Budget (p. 2197, pt. 2), there are 
jncreases in this activity amounting to $6,339,000 and decreases amounting to 
$1,319,000, making a net increase of $5,020,000. It is somewhat shocking, however, 
to find that little effort has been made to absorb this net increase for fiscal 1958. 
We again repeat that we have no quarrel with increased costs resulting from 
Jegislation and inflation, but it seems that there are many reasons given for 
other increases with hardly any initiative being taken to reduce expenditures to 
offset those increases. This activity affords Congress a good opportunity to 
provide the incentive for absorbing this increase in costs. For instance, what 
has been done to more effectively utilize civilian personnel and to implement the 
Hoover Commission recommendations for improving personnel management? To 
what extent has training activities of personnel in the administrative, tactical, 
and professional fields been integrated? What real justification does the Navy 
have for refusing to adopt the Air Force method of using privately operated 
contract schools which have been estimated would save $7 million annually? 
What is wrong with integrating basic flight training with the Air Force, which 
would reduce facilities costs as well as personnel costs? In asking these questions, 
we are not unmindful of the fact that some coordination is going on between the 
Navy and other military services. Howevr, by the Navy merely inviting Army 
and Air Force personnel to attend its school of music or its prep course at 
Bainbridge, it does not mean that the other services will discontinue that type 
of school or that the Navy will discontinue training activity that can be provided 


by the other services. 












FACILITIES 





TROOPS AND 





CORPS 


MARINE 











The House has reduced this activity $6,200,000. The National Chamber of 
Commerce believes that this activity can be reduced further by $6,180,000 without 
in any Way impairing our national security. This activity involves training and 
operations, depot supply operations, transportation of things, reserve training, 
and departmental administration—all housekeeping functions in which large 
savillgs are possible. We commend the Marine Corps for the $8 million of savings 
in operations and maintenance. However, we are convinced that additional 
savings of S12 million could be realized by more initiative toward economy in this 
type of ac tivity. 

AIRCRAFT AND FACILITIES, NAVY 





The budget estimate for this activity has been reduced by the House by 
$24,500,000. The chamber recommends a further reduction of $42,728,000. Ex- 
penses for this activity will increase by an estimated $22 million for fiscal 1957 
over fiscal 1956. fowever, for fiscal 1958 the Navy has requested an increase 
of $27 million over fiscal 1957. Again, we find little effort to hold the line on 
expenses for this activity despite the fact that it involves operations in which 
careful planning, better management, and elimination of nonessential operations 
can result in large savings. We firmly believe that an effective integration of 
the maintenance and general overhaul of naval aircraft with this activity of 
the Air Force would produce large savings by the elimination of facilities alone. 
We suggest also that the Secretary of Defense take the initiative to eliminate 
“weekend” flying by officers assigned to support operations, particularly where 
the principal renson for such flying is to obtain flight pay to supplement their 
regular pay. 

AND 


SHIPS FACILITIES 








The House has recommended a cut of $7 million in the budget estimate for 
this activity. The chamber recommends a further reduction of $53,983,000. 
We note substantial increases in excess of $25 million are requested for main- 
tenance and operations of the active fleet and active fleet alterations and im- 
provements. Funds for the first of these activities are used for overhauling active 
fleet ships and the other for alterations and improvements to vessels of the 
active fleet. Both of these activities should be reduced to the fiscal 1957 esti- 
mates. Also, we suggest that this committee inquire into the possibility of dupli- 
cation and overlapping in these two activities. Recognizing that costs in main- 
taining and operating the active fleet will vary with the size of the fleet kept 
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active, Congress should also inquire whether the Navy Department has Plang = 
for inactivating a portion of the active fleet. the J 
For some time, private industry has proposed that the Government curtail its -” 
huge shipbuilding activity in competition with private shipyards. According to g quire 
Hoover Commission task force report, the Navy was maintaining 10 shipyard = 
facilities having an original cost of $1,300 million. At the time of the task force mn 
investigation in 1954, these Navy facilities employed 105,900 persons, or 51 per- are 
cent of all shipyard workers in the United States. The Hoover Commission _ 
recommended an investigation of the extent to which ship construction in Govern. nen 
ment shipyards was affecting the private shipbuilding industry and a transfer 
where found feasible, of such shipyards to private concerns. It is absolutely T 
essential that the Government discontinue nonessential commercial activities in that 
competition with private enterprise. The taxpayer gains in two ways by pursuing thet 
such a policy. First, he is assured that the service required by the Government “Oc 
will be performed at the lowest cost because of the operation of the law of com- pro 
petition. And secondly, the Treasury will receive taxes from the commercial this 
organization providing such services. to § 
ex] 
ORDNANCE AND FACILITIES req 
For this activity, the House has recommended a reduction of $3 million in the - 
budget estimate. The chamber recommends a further cut of $1,208,000. Instead of 
of a budget increase for this activity, there should be substantial reductions be- ate 
-ause of the reduced need for programs for maintaining unnecessary facilities am 
and for ordnance and ammunition. There is a real opportunity for effective in- - 
tegration of this activity to eliminate wasteful duplication in both facilities and er" 
manpower. Integration would eliminate duplication of inspection, testing, and y 
maintenance services, as well as ordnance equipment and facilities. We are not - 
unmindful of the fact that there is some cross servicing of these functions. How- , 
ever, this method of operation is not a satisfactory substitute for an effectively 
integrated operation. 
MEDICAL CARE 
The House has reduced this activity $2 million. The chamber recommends a » 
reduction of $10 million. This activity has already been discussed in detail under , 
“Operations and maintenance, Army.” After reviewing the Navy statements fi 
in regard to this program, the chamber is convinced of the absolute necessity for 
the adoption of the Hoover Commission recommendation for a separate service , 
to handle common-type services and supplies. The practice of cross servicing and i 
pursuing the practice of coordinating and participating in an integrated effort 1 
are not satisfactory substitutes for a complete integration of this type of service. c 
We see no reason for three medical military services when one would be more 
effective and less costly. 
CIVIL ENGINEERING ' 





The House has approved a cut of $3,370,000 in this activity. We recommend a 
further reduction of $14,561,000. This program has been rising steadily. We 
recommend that it be stabilized at the 1956 level of expenditures of $120,069,700. 
The increase in estimated costs for fiscal 1958 should be offset by keeping the 
program at the 1956 level of expenditures and finding ways to improve manage- 
ment and curtail nonessential activities and facilities. 



















SERVICEWIDE SUPPLY 





AND FINANCE 









This item has been reduced by the House by $9 million. The chamber recom- 
mends a further reduction of $10,356,000. We agree completely with the House 
Appropriations Subcommittee on the Defense Budget that reductions ‘can be 
achieved in the supply distribution system, the commodity control system, the 
cataloging activities, and in departmental administration.” However, we think 
that savings in these areas can be realized for a considerably greater amount 
than the House has approved. This is a businesstype operation in which continu- 
ous improvement and efficiency in management should result in a reduction rather 
than an increase in expenditures. Instead, an increase of $19,356,000 is requested 
for fiscal 1958. After reviewing the hearings and the House committee report, 
we fail to find a real incentive in this program. 

Because of waste and inefficiency found in supply operations, the Second 
Hoover Commission developed a sound program for integrating common services 
of supply and improving personnel management for the business operations of 
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the military services. However, this program, in effect, has been rejected by 
the Department of Defense. The costly practice in supply management is not 
new to this comimttee. Last year, your committee reported deficiencies in re- 

rement computations, inaccurate inventories, inadequate stock records, and 
excessive paper work that was costing large sums. For instance, the House Ap- 
propriations Committee reported: “Due to inadequate stock control, 5,503 Navy 
radios valued at $11,006,000 cannot be located and, as a result, 2,000 additional 
sets are on order” (Report on Procurement Policies and Practices of the Depart- 
ment of Defense). 










SERVICEWIDE OPERATIONS 











The House reduction for this activity is $5 million. The chamber believes 
that there are considerable savings that can be realized in this activity and, 
therefore, recommend a further reduction of $14,249,000. Except for the item, 
“Contingencies of the Navy,” which is classified and the purpose for which the ap- 
propriation is requested is not known to us. However, as pointed previously in 
this testimony, we object to Congress abdicating its control over appropriations 
to administrative judgment, even though such judgment is subject to review. As 
explained in the budget, this activity covers emergencies and extraordinary 
requirements for which the Navy has requested $10,800,000. The Congress spent 
considerable time determining whether it should give the President a blank check 
of $400 million to be spent in the Near East under presumably emergency circum- 
stances. And here with no emergency indicated, a request of a sizable amount 
is made to take care of any emergency that might arise. This form of appropria- 
tion practice amounts to delegating the Secretary of the Navy the power of Con- 
gress to appropriate for the common defense. Moreover, in reviewing the ex- 
penditures for 1956 and the estimate for 1957, it is interesting to see how the 
Navy appears to average the same amount of emergencies each year; and for 
fiscal 1958 it is asking to increase its emergencies by over $1 million. 
















MAINTENANCE, 





OPERATIONS AND AIR FORCE 










The House has recommended a cut of $162,880,000 or 33.0 percent less than the 
budget estimate. The national chamber recommends a reduction of $338 million 
or 8 percent less than the budget estimate, increasing the Llouse cut $175,120,000. 

It should be noted that the Air Force requested a 12.9-percent increase for 
fiscal 1958 over 1957. Significantly, the Air Force requested an increase of ap- 
proximately 12 percent for fiscal 1957 over fiscal 1956. Moreover, the House cuts 
for the Army and Navy are 7.5 percent and 2.3 percent, respectively, which are 
not in line with the House cut of 3.9 percent for the Air Force. The chamber’s 
recommendation brings the Air Force cut of 8 percent in line with the 8.3-percent 
cut recommended for the Army and the 7.7-percent cut recommended for the Navy. 

We can fully understand why the operating costs of the Air Force will be 
greater than those for the Navy and the Army. However, it is difficult to under- 
stand why the percentage of increase for the three military services should not 
be comparable. 

The Air Force has requested an increase of $105 million over 1956 for this 
program. However, for fiscal 1958, the estimated increase is about $451 million 
over fiscal 1957. The estimated increase for fiscal 1958 over 1957 is 12 percent 
as compared with only 2.9 percent for fiscal 1957 over 1956. Notwithstanding 
the effect of the impact of inflation and legislation on operating costs, it is difficult 
to understand why this program isn’t more stabilized. We suggest that the rec- 
ommended cut of $338 million for this program be made in the following activities 
as set forth in the budget: 






















Activities Amount | Chamber rec- Amount of 
requested ommendation reduction 





















Operation of aircraft $640, 000,000 | $585, 000, 000 $55, 000, 000 
Logistical support ; . 574, 861,000 | 1, 452, 861, 000 | 122, 000, 000 
Training support 382, 603, 000 358, 900, 000 | 23, 702. 000 
Operation support -- , 290, 215, 000 1, 190, 570, 000 | 99, 645, 000 
Medical support 108, 416, 000 97, 416, 000 11, 000, 000 
Contingencies 6, 264, 000 6, 264, 000 
Servicewide support 222, 641, 000 202, 253, 000 20, 388, 000 





Total 4, 225, 000, 000 3, 887, 000, 000 338, 000, 000 
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OPERATION OF 





AIRCRAFT 





(FUEL AND OIL) 





The House reduction for this activity is $82 million or about 5 percent of the 
budget estimate. The national chamber recommends that appropriations for thig 
activity be reduced to the fiscal 1957 level of $585 miliion—a cut of $55 million. 
We realize that fuel and oil costs have increased, but we also know that there 
has been an increase in the MATS operation to a point where it has expanded 
from a $480 million operation in 1954 to about a $800 million operation at the 
present time. This operation will continue to grow and compete with commer. 
cial carriers until Congress cuts appropriations to finance it. The nationa) 
chamber would object strenuously to any effort to reduce fuel consumption for 
essential aviation activities. However, there is every indication that the Air 
Force is expanding their nonessential flight activities each year to a point where 
it is becoming a terrific burden on the defense budget. We think, therefore, that 
Congress has a great responsibility in this area to make sure that these costs do 
not get out of control and should take action at this session of Congress to main- 
tain the level of expenditures for this activity at the 1057 level and make certain 


that the MATS operation is curtailed for the future. 






LOGISTICAI 


SUPPORT 









We have recommended a reduction of $122 million in this activity or 7.8 per- 
cent of the budget estimate. We have already stated our views concerning sup- 
ply operations among the three military services and the savings that could be 
realized by an effective integration of these activities. Until such time as Con- 
gress takes a firm stand regarding the integratien of supply, these costs will 
continue to rise each } 








TRAINING SUPPORT 


The House has recommended a redutcieon of $14,955,000 in this activity. The 
national chamber recommends that appropriations for this activity be main- 
tained at the fiseal 1957 level of S358,900.000—a reduction of S2Z3.703.000. Aec- 
cording to House Report No. 471, an increase of about 6 percent over fiscal 1957 
was requested in spite of the fact that the training work load projected for fiscal 


year 1958 “will be substantially below that estimated for fiscal year 1957." We 
have noted the reasons given for the increase, but we are firmly convinced that 
there are ample savings in this program by integration of basic flight training 
with the Navy and by better management of training facilities. We suggest, 





therefore, that the best way to encourage an incentive for economy in programs 
of this kind is to reduce appropriations to the 1957 level. 





OPERATION SUPPORT 


The House has recommended a reduction of $29 million or 2.2 percent of the 
budget estimate. The national chamber recommends a reduction of $99,645,000. 
The Air Force request for this activity was approximately $212 million or 19 
percent over fiscal 1957. The House has made a reduction of 2.2 percent, which 
we think is too low for an operation this extensive. We have recommended, 
therefore, a reduction of approximately 7.8 percent. 

This activity includes the operation of MATS. This is the largest commercial 
activity operated by the military services. It is operated around the globe and 
carries passengers and cargo in competition with commercial aircraft carriers. 
Although the exact amount is not possible to determine, there is little doubt that 
utilization of commercial transportation would produce substantial economies. 
Savings could be realized by: 

(a) Reducing investment in new transport aircraft; 

(b) Eliminating all the operating and maintenance costs, including per- 
sonnel, for the aircraft no longer required by the Department of Defense; 

(c) Facilitating elimination of subsidies now being paid to international 
air carriers; and 

(d) Reducing training costs, particularly the special school for training 
flight attendants. 

We are firmly convinced that the House recommendation for a cut in this 
activity is too conservative and that a larger reduction can be made without im- 
pairing efficiency in aircraft operations. 
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MEDICAL SUPPORT 


The national chamber has recommended a reduction of $11 million in this 
program We are convinced that effective integration of medical activities 
among the three military services could produce substantial savings and that 
Congress should take the initiative to provide the incentive to bring about tha 
wmtegration. 

CONTINGENCIES 


We have eliminated this item for reasons already stated. If Congress is to 
delegate its appropriating power to the Department of Defense, we think it 
should not be spreud among the three military services but should be delegated 
directly to the Secretary of Defense with whatever legislative safeguards appro- 
priate for controlling expenditures. 


SERVICEWIDE SUPPORI 


The chamber recommends that this activity be kept at the fiscal 1957 level, 
$202,253,000—a _ reduction of $20,388,000. An activity of this kind lends itself 
to duplication and should not be permitted to rise each year. The best incentive 
for savings in this type of activity is to stabilize expenditures at a particular 


level ana we believe the 1! D7 level is i dequate to finance this fun tion. 


APPENDIX B. MILITARY PERSONNEI 


The report of the House Appropriations Subcommittee on the Defense Budget 
| 


indicates a gross cut for military personne! for all services of $387 million. How- 
ever, $590 million of this gross reduction represents a “paper cut” because of a 
transt f unused funds from other sources. Therefore, the House recommen- 
dati provides a net reduction of $97 million. The national chamber recom- 
mends a total reduction for all military services of $414,157,000 from the budget 


° 


estimates or $318.387,000 over the net reductions recommended by the House: 


Mi pe I R. 7E ( Add l 
l ndation I ction 
Army $3, 6 CM), $3, 513, OO } $3, 401, 100, 000 $111. 900. 000 
Navy 2 ( OU 2, 485, 000, 2, 387, 823, OO 97, 177, 000 
Marine Corp fi4 , O00 630, 000, 000 630. 000, 000 , 
Air Foree 3, 840, 0, OU 3. SOL, GOO, OF 3. 692, 290. OOO 109, 310, 060 
rota 10, 526, G00, OO 10, 429, 600, 000 10, 111, 213, 000 318, 387, 000 
| 
I 1 100 mo ind 
Inclu $ ) } 


We recommend that the total reduction of $414,187,000 be made in the follow- 
ing program activities as set forth in the budget: 


Budget Reduction 
Program estimat from budget 
estimate 


Army 
Pay and allowance $2, 957, 216, 000 $125, 000, 000 
Movem t, permanent change of station és 222, 908, 000 22, 900, 000 
Navy 
Pay and allowances 2. 163, 679, 000 106, 000, 000 
Movement, permanent change of station 91, 770, 000 9, 177, 000 
Marine Corps: Movement, permanent change of station 32, 147, 000 3, 400, 000 
Air Force 
Pay and allowances Se eae 3, 332, 256, 000 125, 000, 000 
Movement, permanent change of station ; ; 227, 101, 000 22, 710, 000 
I a i Be a Seed eae . ), 027, 077, 000 414, 187, 000 
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We believe the above reductions can be made without impairing our total mijj- 
tary strength and our ability to deter any threats to our national security by (1) 
better utilization of military personnel, (2) eliminating nonessential jobs, (3) 
eliminating excessive rotation and duplicate staffing, and (4) cutting down on 
wasteful and unnecessary travel and movement of personal effects. 

In a speech made November 15, 1956, Deputy Secretary of Defense Reuben 
Robertson stated that the percentage of total military personnel in operating 
units (as distinguished from support units) had increased from 57 percent in 
1952 to about 62 percent at that time. He further explained that “for every 
military personnel dollar, we are getting a maximum number of individuals who 
are already for immediate service rather than engaged in performing the less- 
essential functions.” 

This can be interpreted to mean that we now have more military personnel] 
available for combat duty. However, there is still a high ratio of military per- 
sonnel (about 38 percent) engaged in performing the “less-essential functions” 
referred to by Deputy Secretary Robertson. According to the Army, about 35 
percent of military personnel are assigned to nonoperating activities. 

Accepting the Army’s estimate and relating it to the total of $8,500 million to 
be spent for pay and allowances for fiscal 1958, it means that approximately 
$5,530 million will be spent for military personnel engaged in tactical operations 
and $2,970 million in support and related activities. 

The national chamber strongly believes that 12 percent of the $2,979 million 
to be spent for support and related activities reasonably can be saved without 
affecting our combat strength. This would result in a total reduction in military 
pay and allowances of approximately $356 million. We suggest that an equitable 
distribution of this reduction would be as follows: 


I i xa se ___. $125, 000, 000 

7 - 106, 000, 000 

125, 000, 000 

. We note that our recommendation is consistent with plans already announced 

ty Defense Secretary Wilson for an overall reduction in military personnel in 

all major subordinate administrative, logistical, and operational organizations. 
(House Appropriations subcommittee hearings, pt. 2, p. 1962). 

The need for improved personnel management by the military services has been 
brought to the attention of Congress many times. Last year, the Mahon sub- 
committee investigating Defense Department procurement practices and proce- 
dures found that rotation of military personnel in defense procurement and 
contract work was seriously impairing efforts to control production costs because 
of the “lack of personnel continuity in these functions.” In pointing this out 
to Defense Secretary Wilson, Chairman Mahon referred to officer rotation “as 
one of the areas where, in my opinion, millions of dollars could be saved an- 
nually.” The report also stated that “time and money are being wasted training 
a continuing series of new officers.” 

The Hoover Commission also found rotation of military personnel into support 
activities for temporary tours of duty to be extremely demoralizing and wasteful. 
Despite the fact that military personnel treat support assignments as necessary 
only to supplement their major assignments as tactical officers, the Commission 
found that— 

1. Practically all top managerial jobs in support activities are held by military 
personnel unqualified in background and experience for the tasks; 

2. A deterioration of the civilian staffs resulted from lack of adequate incen- 
tives ; 

3. Because of the need to keep civilian staffing for purposes of continuity, 
rotation of military personnel in support activities produces duplicate staffing 
costing an estimated $110 million annually ; and 

4. Excessive rotation was costing between $33 million and $53 million each 
year. 

Approximately 50 percent of officer personnel are employed in noncombat 
type activities. This indicates about 55,000 of the total officer strength of an 
estimated 110,000 are employed in positions involving these activities. Although 
the budget does not allocate military personnel costs between support and tacti- 
cal activities, a conservative estimate for officer personnel would be approxi- 
mately $8,000 per officer for pay and allowances and other benefits. This would 
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jndicate that an estimated $440 million ($8,000 times 55,000 officers) in officer 
personnel costs are paid for nonmilitary functions. And, as previously brought 
out, a large percentage of these officers are duplicating the work of civilians. 
But even cutting officer personnel in support and related activities by 12 percent, 
there would be savings of $52,800,000 each year in pay and allowances only. 
When added to the costs of training, transportation, including dependents, medi- 
cal care, survivor benefits, and other costs, the savings would be even greater. 
Relating this formula to one item only—the $222 million requested for fiscal 
1958 for movements involving permanent changes in station—savings of over 
$13,300,000 could be realized (12 percent times one-half of $222 million). 

Military personnel are trained for combat and related activities—not for such 
business-type functions as procurement, manufacturing, supply, contract admin- 
istration, hospital administration, legal, accounting, and other business related 
functions. Their insistence on controlling and supervising such activities for 
which they are not trained produces a wasteful and inefficient personnel system. 
Assigning military personnel to manage business operations is no more logical 
than assigning civilians to manage military operations. The usual reasons for 
holding to the present system are to make available a greater number of posi- 
tions for utilizing military personnel, provide diversification in job assignments 
in peacetime and maintain a broadened personnel base for rotating military 
officers. 

Huge sums are spent annually to provide our military forces with the best 
training Money can buy. But the objective is to produce well-trained military 
forces—not business and professional men. Congress should make certain that 
this sound objective is followed. 

In addition to the savings that would result by putting into effect improvements 
in personnel management recommended by the Hoover Commission, there are 
other convincing reasons for Congress to deal firmly with the military personnel 
problem : 

1. In utilizing personnel in this revolutionary era of advance technology, it is 
essential that greater emphasis be placed on specialization. 

2. Rotating military personnel to perform support functions requiring business 
and professional background and experience is adversely affecting military pre- 
paredness to meet sudden emergencies. 

3. Placing military personnel in top management positions in support activities 
is lessening public confidence in the military services and impairing the estab- 
lishment of a sound career system for civilian personnel. 


MOVEMENTS, PERMANENT CHANGE OF STATION 


Not only does the military rotation policy disrupt continuity and militate 
against long-range planning, it also increases travel costs of officers and their 
dependents and transportation costs of household goods and effects. 

The fiscal 1958 budget calls for a total appropriation of $222,908,000 for move- 
ment of Army military personnel. Our recommendations call for a reduction in 
this item of 10 percent, which should not impair efficiency or operations. This 
reduction can be made by adopting a firm policy on rotating tactical officers to 
support positions merely for rotation convenience and by cutting down on 
unnecessary travel. 

The Hoover Commission found that by merely extending the tour of duty to 
4 years, savings in the transportation of personnel and their dependents and their 
personal effects would amount to $83,500,000 annually. Although the Defense 
Department has taken steps to extend tours of duty, we believe that our recom- 
mendation of a 10-percent cut of $22,291,000 is conservative and reasonable. 

While the chamber has not recommended a general reduction in military 
personnel strength of our operating forces, we would assume the committee will 
evaluate the justification for maintaining the fiscal 1957 level of such forces 
and will not ignore the so-called Radford plan for reducing military requirements 
and the recent reference by the President to the possibility of such a reduction. 
We also have been under the impression that a reduction in our forces overseas 
would be possible as the foreign military assistance program builds up the mili- 
tary strength of our allies. 
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APPENDIX C. RESEARCH AND DEVELOPMENT 


The chamber recommends the following reductions in the research and 
development appropriations for the Army, Navy, and Air Force: 


| 1958 budget H. R. 7665 | Chamber rec- Additional 
ommendation reduction 


Army BRS ma _.| $400, 000, 000 $392, 600, 000 $375, 400, 000 $16, 600, 000 
Navy Lae as : » ete 505, 000, 000 495, 000, 000 467, 600, 000 27, 400, 000 
Air Force. -- 661, 000, 000 649, 000, 000 625, 000, 000 24, 000, 000 


Total. ai 1, 566, 000, 000 1, 536, 000, 000 1, 468, 000, 000 68, 000, 000 


in testifying before the House of Representatives we stated the sincere belief 
of the United States chamber that there is no better investment in the defense 
of our country than dollars spent wisely and in adequate quantity for researeh 
and development. We also noted that the quality or effectiveness of such efforts 
is not necessarily measured by the quantity of funds assigned these purposes 
in the Federal budget 

After reviewing at some length the testimony of the Department of Defense 
and the military services regarding their efforts in this field, and the generally 


unconvincing rebuttal of the Defense Department on its management of research 


it 
and development activities, we believe more firmly than ever there is need for 


action to integrate research and development programs. This is necessary 
not only for efficiency and econoiny in the use of manpower, materiel, and dollar 
resources, but is also essential to the muintenance of adequate security for the 
United Stutes. The acute nature of the rivalry among the services, especially 
in the field of research and development and its danger to national security was 
noted by the House Committee in its report. It said: 

‘The increasing degree of rivalry among the services for roles and missions 
is becoming so serious as to jeopardize and delay the rate of buildup of our 
nlilitary power.” (House Report No. 4 p. 20). [Emphasis added.] 

If there were a truly integrated research and development program underway 
in the Department of Defense, the requested appropriations would appear more 
defensible. However, there are in effect three competing programs based not 
so much upon research to improve the technology of weapons as upon the desire 
of each service to prove that it suould assume the principal strategic and tactical 


This faulty premise makes for greater cost, 


~4 
i! 


role in the defense of the Nation. 


difiicult administration, waste, dissipation of scarce scientific manpower, and 
tends to move us toward second place in the arms race at the true level of com- 
petition—the international level. 

Evidence that such internal competition breeds internecine strife and expense 
has been manifest in the several developments which followed the attempt of 
the Secretary of Defense to define the roles and missions of the three services 
in aircraft and ballistic missiles. This courageous attempt by Secretary Wilson 
sought to provide research and productive efforts for the Nation’s defense which 
could both be afforded and which would not be wasteful. This has met with 
virtual insubordination and attack by the services themselves when their 
special interests were endangered. 

Certainly, there must be a concrete and realistic reevaluation of interservice 
competition in this field. Turning back the frontiers of science is not something 
which lends itself to the compartmentalization of the three military services. 
Scientists in the Air Force, the Army, and the Navy should not be trying to 
give one service dominance over the other. <A scientist working on defense 
programs must meet as his first competitor a mother nature very reluctant to 
disclose her cherished secrets and, second, a Soviet counterpart with whom 
he is daily locked in scientific combat. There is no room for the dissipation of 
research efforts among three separate and often triplicating channels in order 
to satisfy the vanity or traditions of any of the services which would unwittingly 
place the flag of an individual service above the general safety of the country. 

The degree of overlapping and duplication is quickly noted when one examines 
the statements of program and performance contained in the fiscal 1958 budget 
for research and development. It clearly shows how each of the services cuts 
into the business of the other two in this support-type program. The following 
comparative table is self explanatory. 
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Same or similar activities carried on by the 3 military services under their 3 separate 
research and development appropriations 


Army Navy Air Force 
1. Aircraft and related equipment... 1. Aircraft and related equipment-_, 1. Aircraft and related equip- 
ment. 
9. Guided missiles and related | 2. Guided missiles and related | 2. Guided missiles and related 
equipment. equipment. equipment. 
3. Ships and small craft and related | 3. Ships and small craft and 
equipment. related equipment. 
4, Combat and support vehicles and | 4. Combat and support vehicles 
related equipment and related equipment. 
§. Artillery and other weapons and | 5. Artillery and other weapons 
related equipment. and related equipment. 
6. Ammunition and related equip- | 6. Ammunition and related equip- | 3. Ammunition and _ related 
ment. ment. equipment. 
7. Other equipment si 7. Other equipment.- ....--| 4. Other equipment. 
8. Military sciences 8. Military sciences. - 7 _....| 5. Military sciences. 
9. Operation and management of 6. Operation and management 


facilities of facilities. 


In our appearance before the House, we recommend that, in order to place our 
research and development efforts on a basis where they can most effectively en- 
gage in competition in the international arms race, all funds for research and 
development must be separately programed and appropriated to the Secretary 
of Defense. 

In commenting on this suggestion, the Air Force said that such a change would 
“degrade its management efficiency.” Such a statement cannot be given much 
credence, Certainly, it would simplify financial procedures, accounting and lines 
of responsibility, as well as improve efliciency and economy if, as a start toward 
integration of research and development, all research and development funds 
were assigned to the Office of the Secretary of Defense in a single fund rather 
than separately to each of the three services. 

It is our sincere belief that lacking a reevaluation of the Unification Act and 
improvement in the organization of the Defense Department, the only method 
available to the Congress and the American people is to reduce the funds for 
this purpose by a reasonable amount in selective places in order to forestall this 
costly and deadly interservice conflict. We think the House made a commend- 
able effort along these lines, but we disagree with its failure to cut deeply enough 
in the right places. Therefore, we are recommending further reductions in 
the appropriations of the Army, Navy, and Air Force for research and develop- 
ment appropriations by an amount of $68 million. These reductions are proposed 
in three areas, two of which would take cognizance of the orientation of defense 
efforts toward guided missiles and aireraft, and the third is designed to get at 


one of the most costly aspects of interservice rivalr) namely, in the operation 
and management of research facilities, 


But before dealing with the specific reductions recommended, it must be noted 
that the funds devoted to research and development by the Federal Govern- 
ment for the defense of the Nation are not all properly labeled. The President 
indicates in his budget that approximately $1,600 million will be spent for this 
program by the armed services, plus an $85 million emergency fund assigned to 
the Secretary of Defense. However, there probably will be in excess 
of $6 billion spent. And even then, this estimate of $6 billion does not include 
such things as allocation of departmental costs, regular operating and mainte- 
nance costs of military ships, aircraft, and troop units used in conducting tests, 
and other types of costs which would be in some measure assigned to this par- 
ticular function. Therefore, in looking at the spending level devoted to research 
and development, all estimated costs should be viewed and not merely the amount 
carried under the research and development appropriations of the three services. 


in actuality 


SPECIFIC REDUCTIONS 

1. Ships and small craft and related equipment.—Ships, small craft and re- 
lated equipment should be maintained at the current spending level of $72,600,000. 
There was no indication in the House report that research in this field would be 
cut. Tiowever, a reduction would be in keeping with the orientation of our 
defense efforts toward missiles and aircraft. It must also be pointed out in this 
connection that there is some question as to the need for the Army engaging in 
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research and development on ships and small craft when presumably the ex. 
pertness on this subject lies with the Navy. Certainly the assignment of water- 
related functions seems to fall clearly within the Navy’s assigned mission. 

2. Artillery and other weapons and related equipment.—Artillery and other 
weapons and related equipment should be reduced to $8 million from the proposed 
$10,300,000. In view of the rapid advances in the development and production 
of tactical missiles, it is felt that research efforts on conventional weapons should 
be curtailed. Not only is it not feasible, but this Nation cannot afford research 
and development for all types of weapons to their fullest potential. A selective 
process must be used. There is little value in development of a model T engine to 
its fullest capacity in an age when high compression V-8 engines are in being, 
The same analogy applies to the development of defense weapons. 

Operation and management of facilities should be reduced from $385,800,000 
to $300 million. By far the greatest amount of waste in the interservice struggles 
for dominance in this field lies in the numerous facilities which have heen built 
up by each service to outstrip the other. 

This program in research and development represents the largest single amount 
of money spent. Because of security reasons, it is not determinable just how 
many research and development installations exist and how much duplication 
there is. However, there have been many examples revealed by the press indicat- 
ing a vast economy potential. For example, the Engle subcommittee recently 
found the armed services procuring in a wasteful fashion large amounts of land 
and facilities for purposes which they could not properly use. 

Redstone Arsenal is in large part devoted to the development of the Jupiter 
missile which, according to Secretary Wilson’s determination, duplicates the Air 
Force’s Thor, and is scheduled for cancellation. And there are also questions 
which may be raised regarding the facilities and manpower being used at several 
testing grounds such as Cape Canaveral, White Sands Proving Ground, Edwards 
Air Force Base, Yuma Test Station, Aberdeen Proving Ground, Dahlgren Proy- 
ing Ground, Fort Belvoir, Army Chemical Center, and others. 

If research and development efforts were properly integrated, the elimination of 
duplicate and/or triplicate building of facilities and staffing of such installa- 
tions might well bring substantial savings to the taxpayers. The proposal to 
reduce the cost of operation and management of facilities from $385,800,000 to 
$300 million would still allow approximately $20 million more than was actually 
needed for fiscal 1956 for this same job. 

In summary, it is felt that the most effective results can be gained in the 
research and development program of the Defense Department by appropriating 
all research and development funds to the Secretary of Defense and, for at least 
the next year, plicing a limitation upon the items noted above in order to bring 
about improvement in management and the elimination of waste in research and 
development. 

APPENDIX D. OTHER MISCELLANEOUS PROGRAMS 


The national chamber recommends additional reductions in the budget esti- 
mates for other miscellaneous programs in the total amount of $140,100,000, or 
$75,000 in excess of the total recommended in H. R. 7665. Except for the Army 
appropriation item, “National Board for the Promotion of Rifle Practice,” it will 
be noted that we support the reductions recommended by the House in H. R. 
7665. A summary of our recommendations and the reason for each are as follows : 
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estimate 


H. R. 7665 


Additional 
reductions 





OFFICE OF THE SECRETARY OF DEFENSE 


. Salaries and expenses..............-.--..-- 
. Salaries and expenses, Office of Public Af- 


: ONES a ccuwiodsaecend ditdsadtineoea 
ARMY 


. Reserve personnel 
. National Board for the Promotion of Rifle 


. Alaska Communication System 


$16, 700, 000 
475, 000 


$15, 900, 000 
450, 000 | 


12, 000, 000 
30, 000, 000 


197, 000, 000 


150, 000 
5, 000, 000 


NAVY 


. Reserve personnel. Navy-- 

. Reserve personnel, Marine Corps... 

. Shipbuilding and conversion 

. Naval petroleum reserves-_._.........----- - 


AIR FORCE 


55, 000, 000 | 
11, 959, 525, 000 


55, 000, 000 | 





2, 099, 625, ‘000 11, 959, 600, 000 














1. SALARIES AND EXPENSES, OFFICE OF THE SECRETARY OF DEFENSE 


The amount requested for fiscal 1958 is an increase of $2,200,000 over fiscal 
1957. The hearings disclose 2 major increases—$900,000 for the weapons pro- 
gram and $658,000 for the civil service retirement fund, or a total of $1,558,000. 
The House report indicates that estimated savings of $352,800 will be realized as 
a result of the reduction in personnel ordered by Defense Secretary Wilson. By 
offsetting the estimated savings of $352,800 against the major increase of 
$1,558,000, it would indicate that an increase over fiscal 1957 is warranted in 
the amount of $1,205,200. This is still approximately $1 million in excess of 
fiscal 1957 appropriations. Therefore, the House reduction of $800,000 appears 
reasonable. 

2. OFFICE OF PUBLIC AFFAIRS, OFFICE OF THE SECRETARY OF DEFENSE 

The national chamber supports the House reduction of $25,000. The budget 
shows expenditures on a substantial rise from $430,000 for fiscal 1954 to $457,000 
for fiscal 1956 and $440,000 estimated for fiscal 1957. The average has beeu 
less than $450,000 for these years. Any increased personnel costs resulting 
from legislation last year may be absorbed by greater efficiency and curtailing 


travel and communication services and economizing on supplies and materials. 


3. CLAIMS 


For the payment of tort claims, the House has recommended $12 million— 
a reduction of $2,950,000. This is $1 million more than was appropriated for 
fiscal 1957. Even though this item is an estimate, we believe the amount recom- 
mended is in line with the trend of expenditures for previous years. 


4. CONTINGENCIES 


We support the House recommendation, although it is difficult to understand 
why budget programs cannot be proposed in a way that would avoid the prac- 
tice of Congress abdicating its constitutional power over appropriations to the 
Department of Defense. An after-the-fact review of obligating funds provides 
little comfort to taxpayers whose only protection against wasteful spending is 
careful review of appropriations by Congress. 
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5. RESERVE PERSONNEL 


Congress reduced this program by $8 million for fiscal 1957 and the Honse 
has recommended a reduction of $10 million for fiscal 1958. In making this 
reduction, the House has requested that the Army keep expenditures for this pro- 
gram within the amount estimated for 1957. We support this action and also 
share the concern of the House in the manner in which the 6-month training 
program for reserves is being administered. 


6. NATIONAL BOARD FOR THE PROMOTION OF RIFLE PRACTICE 


The House has recommended a reduction of $75,000. We recommend that this 
program be reduced $150,000 for fiscal 1958 and, further, that it be completely 
abolished for succeeding fiscal years. This program was instituted during Presi- 
dent Theodore Roosevelt's administration to encourage rifle competition. What- 
ever sound reasons may have been for initiating this program then, we find no 
justification for its continuance during this period when the taxpayers are 
called upon to support a large military program, including a concentrated Re. 
serve program. Therefore, continued support by Congress of this proezraim would 
be in furtherance of rifle competition as a sport. Last year an appropriation of 
$424,000 was requested. The House reduced this request to S297,000—a redue- 
tion of $128,000. Your committee increased this appropriation to $534,000, 
which was later compromised in conference at $357,000. With Government 
costs running higher each year and contributing to inflation, the chamber op- 
poses appropriations to carry on a nongovernmental activity. 


7. ALASKA COMMUNICATIONS SYSTEM 


This program has averaged $5 million for the past 2 years. For fiscal 1958, 


an increase of $700,000 was requested. We concur completely in the House 
action to reduce this program to the level maintained for fiscal 1956 and 1957, 


8. RESERVE PERSONNEL, NAVY 


The House hearings and report indicate that this program has not achieved the 
goals anticipated. This is borne out by a review of the amount of expenditures 
for fiscal 1956 and the estimates for 1957 and 1958. For instance, S05 million 
was appropriated for fiscal 1957, whereas expenditures are estimated at $87 
million. For fiscal 1958, expenditures are estimated to be $2,500,000 less than the 
budget estimate of $86,500,000. Therefore, the House reduction of S500,000 is 
very conservative and should be accepted. 


9. RESERVE PERSONNEL, MARINE CORPS 


The national chamber supports the recommended Ilouse reduction of $300,000 
for this program. Actual expenditures were $16,600,000 for fiscal 1956, and they 
are estimated at $21 million for fiscal 1957 and fiscal 1958. H. R. 7665 recom- 
mends an appropriation of $23,200,000, which seems ample for this program, 
particularly in the light of the fact that the Reserve program has not achieved 
the objectives that were contemplated. 


10. SHIPBUILDING AND CONVERSION 


For fiscal 1957, Congress appropriated $92 million over fiscal 1956. For fiscal 
1958, the Navy is requesting $174,300,000 in excess of 1957 appropriations. Tlow- 
ever, expenditures history for this program shows $904 million for fiseal 1956 and 
estimated expenditures of $905 million for fiseal 1957 and $1,090 million for 
fiscal 1958. H. R. 7665 recommends an appropriation of $1,534 million, which is 
$54,300,000 over fiscal 1957. Therefore, the House action in reducing this pro- 

‘am by $120 million seems reasonable. 


11. NAVAL PETROLEUM RESERVES 


H. R. 7665 provides for an appropriation of $1 million for this item—a redue- 
tion of $175,000 from the budget estimate. In its report, the House Appropria- 
tions Committee has stated that this appropriation “will be snfficient to allow 
for the operation of the petroleum-reserves program of the Navy in an orderly 
and efficient manner.” We find nothing in the testimony that would indicate that 
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the House-recommended appropriation would not be adequate. Therefore, we 
support the House action. 


12, RESERVE PERSONNEL, AIR FORCE 


Requests for new obligational authority for the past 3 years have been far in 
excess of actual expenditures. For fiscal 1956 and 1957, requests for new money 
were $43,500,000 and $59,300,000, respectively, whereas expenditures for the same 
years have run at the rate of $39,200,000 and $48 million, respectively. For fiscal 
1958, $57 million is requested for new obligational authority, but anticipated 
expenditures are estimated at $55 million. Thus, there appears to be an overesti- 
mation for new funds for this program of an estimated $2 million. Therefore, we 
support House action in reducing this program $2 million to S55 million—the 
amount estimated to be spent for fiscal 1958. 


Summary of recommendations of the Chamber of Commerce of the United States for 
reductions in the fiscal 1958 budget for the Department of Defense—H. R. 7665 


Chamber rec- 4 dditional 
ommendations reauctions 


Operation 

mv 0, 000,000 | $3, 145, 200,000 | $3, 117, 458, 000 $27, 742, 000 
11, 400, 000 2, 729, 330, 000 2, 575, 095, 000 54, 235, 000 
25, 000, 000 y , 120, 000 3, 887, 000, OOO 5, 120, 000 


. 400, 000 , 936, 650, 000 9, 579, 553, 000 357, 097, 000 


, 000, 000 | | 3, 513, , 000 3, 401, 100, 000 , 900, 000 
3,000,000 22 . 000, 000 2, 387, 823, 000 97, 177, 000 


+, 600, 000 30, COO, OOO 630, 000, 000 
, 000, 000 3, 801, 600, 000 3, 692, 200, 000 19, 310, 000 


26, 600, 000 0, 429, 600, 000 | 10, 111, 213, 000 318, 387, 000 


‘ 


Army 7 000, 000 392. 000. 000 375, 400, 000 , 600, 000 


avy ‘ 5, OOO, OOO 495, O00, ( 167, 600, O00 27, 400, 000 
Air Fores 1, 000, OOO 649, 000, 000 625, 000, 000 24, 000, 000 
Total , 566, 000, 000 1, 536, 000, 000 1, 468, 000, 000 68, 000, 000 
Miscellaneous programs 2, 099, 625, 000 1, 959, 600, 000 1, 959, 525, 000 75, 000 
irement ( I I 
251, 000, 000 9, 067, 500, 000 9, 067, 500, 000 


25,000 | 32, 929,350,000 | 32, 185, 791, 000 


STATES AND NEW YORK CHAMBERS OF COMMERCE 


Senator CHavez. You may proceed. 

In glacing over your statement, I noticed that some testimony giv- 
en this morning is similar to that given in your statement. 

Mr. SHormaker. Mr. Chairman, may I introduce Mr. John Olverson 
who is at the table with me. Mr. Olverson is head of the national de- 
fense department of the United States Chamber of Commerce, and has 
collaborated with me in preparing this testimony. 

I am Perry M. Shoemaker, president of the De ‘laware, ee 
Railroad, president of the Chamber of Commerce of the State of 
New Y ai and a member of the government operations committee of 
the United States Chamber of Commerce. 

During 1954 and 1955, I served with the second Hoover Commis- 
sion as chairman of the Transportation Subcommittee, and a member 
of the Task Force on Business Organization of the Department of De- 
fense, later being changed to the Task Force on Food and Clothing. 
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I was a member of the Government Competition Committee and the 
Depot Utilization Committee of the Hoover Commission. 

In representing the chamber before this committee, I am, as you 
know, representing a federation of some 3,300 chambers of commerce, 
trade organizations, and that sort of thing. 


SUPPORT OF WELL-PLANNED DEFENSE PROGRAM 


I would emphasize at the outset that the national chamber has con- 
tinuously supported a well-planned defense program. I would like 
to emphasize to this committee that we are not posing as military ex- 
perts. Neither the chamber, nor committees, nor myself profess com- 
petency regarding military strategy. Nor do we question in any way 
the military competency of our country’ s military professional per- 
sonnel. 

We do feel that we know something of the business organization of 
the Department of Defense, the businesslike operations of that great 
Department. 

We are not unmindful of the impact of the technological changes in 
equipment and weaponry which area part of this age. 

Within such general guidelines as those, we have tried to discuss 
the defense budget calmly and dispassionately, and certainly in the 
hope of being constructively helpful to the committee. We believe 
that we share with you people a deep sense of responsibility for na- 
tional security. At the same time we believe that the defense of our 
country is something that can be questioned, something that can be dis- 
cussed rationally without, for the most part, running into questions 
of security. 

Senator Cuavez. I am glad, sir, that you are testifying in an open 
hearing, because I believe that the American people will be glad to get 
information of this nature. They do not mind how mue h we spend 
for national security, if it is spent properly. They are willing to pay. 
I am glad that we are having an open hearing on the matter. 

Mr. Suoemaxer. Mr. Chairman, we in the chamber particularly 
appreciate that this is an open hearing, and that we have the privilege 
of appearing here. As I think you know, this is the first time that the 
chamber has tried to make a detailed study of the Department of 
Defense budget. 

Senator Cuavez. You are most welcome. 

You have three recommendations on page 3 of your statement. 


THREE RECOMMENDATIONS OF CHAMBER 


Mr. SuHoemaker. In general terms, we have three points there, Mr. 
Chairman (1) that we ‘support the action of the House in this field; 
(2) we support the amendment which you and Senator Douglas joined 
in sponsoring with Sy ce O’Mahoney who discussed it here before 
lunch today; and (3) we recommend certain additional, reductions 
above those made by the House in an amount of $743 million, and in our 
testimony we tell you why we think those recommendations have some 
merit. 

I would like to say very frankly that in a task of this kind perhaps 
we have gotten into some language which seems abrupt, and which, 
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upon hasty reading, might lead to a question of whether or not we are 
indulging in personalities. I can assure you that we are not. 

Senator Cuavez. Lam pleased that you feel that way. 

Mr. SuHoemaker. We do. It is possible that we may have 
made mistakes in some of the things we have recommended. We have 
not had access to classified material, of course. We have gone through 
the budget and House hearings with great care, and have studied the 
explanations that are made there. 

Senator Cuavez. As businessmen, you examined the subject matter, 
have come to the conclusions that you are now going to recommend. 

Mr. SHoemaker. That is correct, sir, and I think it would be very 
healthy if the committee would regard them as much as suggestions 
instead of recommendations, because of the limitations of our com- 
petence in a field which has in it so much detail. 
HOUSE 


COMMENT ON BILL 








Now, may I speak for just a moment about the House bill, merely 
because in our opinion the job done by the House this year, we feel, is 
one of the most sound and thorough jobs of analysis that has been given 
the defense budget certainly in this generation. We think the ap- 
proach was objective and penetrating, and we cannot comment too 
highly the hours of time spent and the results of that effort which has 
come out of the House committee in the bill before you. 


O’MAHONEY AMENDMENT 








OF 





APPROVAL 

















With respect to the O’Mahoney amendment, we vigorously support 
that amendment which requests the President to recommend organi- 
zational changes to established integrated supply systems for common 
supply items, and directs and empowers the Secretary of Defense to 
eliminate overlapping, duplication and waste in the services. 

We understand that the amendment contemplates services as well 
as the supply field. We point out here that this is an important aspect 
of the amendment. 

Now, in our opinion, the approval of this amendment is imperative 
and vital to the future of a strong Defense Establishment. The first 
amendment in 1953 failed to get results. That was discussed by Sena- 
tor O'Mahoney this morning. Clearly it requires courageous efforts 
and determination on the part of Congress if action is to be taken in 
this field. 


NEED FOR ORGANIZATIONAL GUIDELINES 


Now, any discussion of the budget and of its programs in the defense 
field crosses the lines between the services, and unavoidably gets into 
overlapping and duplication of effort, duplication of facilities and 
equipment, but in our consideration of that, we have confined our- 
selves to the noncombat side of the Military Establishment. There 
are organizational questions of great magnitude, as you people have 
known so well through the years as you have considered this; but it 
does, it seems to us, place before the Congress, and particularly before 
your committee, the broad question as to whether or not the National 
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Security Act of 1947 adequately and effectively supplies the proper 
organizational guidelines for the period immediately ahead of it, 


NEED FOR ADEQUATE DEFENSE ORGANIZATION 


We must have a No. 1 defense organization. We cannot have a see. 
ond best one, regardless of dollars. We recognize that the House bill 
before you necessarily reflects operations as they now exist in the De- 
partment of Defense, so that our study of this, on the one hand, relates 
to the dollars to be spent under present organizational concepts and, 
on the other hand, the potential spending of less dollars and the attain- 
ment of a better Defense Establishment, we hope, by organizational 
changes which require congressional action. 

Now, it is appropriate, we think, to particularly emphasize this issue 
of noncombat unification which was envisioned under the National 
Security Act of 1947, and to point out that General Eisenhower in 1952 
regarded it as a nec essity. Certainly it was an important part of the 
Hoover Commission’s reports on business organization of the Depart- 
ment of Defense, which report did highlight many wasteful opera- 
tions that seemed to be growing out of a lack of integration of supply 
activities in the military departments. 

This has been pointed out by congressional leaders for years, by com- 
mittee studies, and we come back to the conclusion that. it is going to 
take strong action by the Congress to change this kind of situation. 


MAJOR PROGRAMS UNDER DEFENSE BUDGET 


In the testimony which I gave before the House on behalf of the 
National Chamber of Commerce on March 22, we tried to review in 
great detail the major programs financed by the defense budget, and to 
make specific recommendations in those areas. We have followed that 
same approach to this extent: That we vane appended to the prepared 
statement four appendixes, A, B, C, and D, which cover suggestions 
and which we think can be he Tpfully considered by the committee and 
by its staff. 

Appendix A details our arguments in support of recommendations 
for reductions in “Operations and maintenance,” appendix B for re- 
ductions in “Military personnel,” appendix C for reductions in “Re- 
search and development,” and appendix D for reductions in “Other 
miscellaneous programs.” 

I will not go into the appendixes today in any way whatsoever, unless 
you request me to do so. 


OPERATIONS AND MAINTENANCE FIELD 


In the “Operations and maintenance” field, the National Chamber of 
Commerce recommends appropriations of $9.5 billion among the three 
services. That is a reduction of $357 million over the cut of the House. 

With some exceptions, our recommendations hold to the 1957 budget, 
in the same general area. 

While appendix A reviews this field by items and by programs, this 
committee will recognize the difficulties, if not the dangers, inherent in 

taking away from the management of the Department of Defense, the 
opportunity for some managerial facility in applying budget reduc- 
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tions in the most appropriate programs. In plain language, we think 
that tying this down to programs and activities is fine from an analyti- 
cal standpoint, and is an encouraging process for businessmen to be 
interested in. We are not sure that we have enough managerial back- 
ground in the Department of Defense to know that the cuts are made 
in the proper place. 

I emphasize the importance of managerial flexibility for those whom 
we are holding responsible for the operation of this great business 
enterprise. We would be, I think, somewhat naive in reviewing all 
of the programs and activities under “Operations and maintenance” 
if we could not visualize the amounts of manpower and resources 
which get into this question of duplication, and the waste that we 
believe isa part of it. 

We would emphasize that the Army, for instance, does not have 
one supply organization, but actually that its supply activities are 
carried on by each of the seven technical services, each with separate 
administrative staffs, separate supply depots, field staffs, occupying 
separate offices, some in the same cities, with duplicate inspecting, 
legal, fiscal, and procurement personnel. We have gone into that in 
some detail. 

REGARDING 


CONCERN DUPLICATIONS 





In this field we are concerned about the duplication of facilities, 
because in almost every activity in the military services there seems 
to be duplication which at least is open to discussion as to the real 
need for that in this day and age. One needs only to visit the great 
ports of the country to see the duplication of marine terminals. Stor- 
age areas are duplicated in separate depots, and storage facilities. 
Each of the services has separate facilities for basic training, and this 
activity extends even to separate organizations in each service for 
recruiting, 

The height and impenetrability of the fences dominate every phase 
of common functions. 

In the area of supply unification, the second Hoover Commission 
recommended a program for improving supply management by in- 
tegrating common supplies and services under a separately adminis- 
tered civilian agency. That was rejected by the Defense Depart- 
ment in favor of a single manager system which, i in itself has been 
considered and rejected by the Hoover Commission. 
















COMPETITION WITH PRIVATE ENTERPRISE 


Now, another area of great savings opportunity involves Govern- 
ment competition with private enterprise. The Hoover Commission 
detailed some 2,500 business and commercial-type activities in competi- 
tion with private enterprise, and employing some 600,000 people in 
the Defense Department alone. 

You have heard extensive discussions by previous witnesses, some 
of them today, on the matter of the Military Transport Service. The 
House spent hours, if not days, on that particular question. 

I would emphasize that we in the chamber do not question the de- 
sirability of a nucleus of an air transport service that can be expended 
in cooperation with the civil airlift for strategic purposes during the 
emergency, but we consider the present MATS, operation.as greatly 
exceeding any reasonable interpretation of a nucleus operation. 
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MATS OPERATIONS 


I might point out to the committee that of all the activities within 
the Department of Defense that we have come across that are in any 
way competitive with private enterprise, the MATS operation is by 
aa the largest. It dwarfs everything else. It is growing larger year 

y year. 

y think I can talk with some assurance in this particular field be- 
cause the study which our transportation committee of the second 
Hoover Commission made of the MATS operation was the first public 
study of that operation. 

Our recommendations for the elimination of duplicating air trans- 
port services in the Defense Department and the preferential uses of 
available commercial transportation have not been implemented by 
the Department of Defense. 

I did not include it in my testimony, but we have been giving a great 
deal of thought to this particular situation. I have a suggestion to 
make to the committee to accomplish the objectives set forth by this 
committee in the letter to Secretary of Defense Wilson on August 3 of 
last year, and at the same time would hope to become a valuable guide- 
line in the Department of Defense effort to comply with your wishes 
relative to the operation of the military air transportation service. 

It is our suggestion that a directive be sent to Mr. Wilson by this 
committee which would reemphasize the position taken last year on 
the August 3, and also declare that the maximum utilization of the 
United States Government of privately owned and operated air and 
sea transport is essential to both the promotion of our free enterprise 
economy and the provision of a necessary reserve of facilities and 
trained personnel essential to national defense, and that Government 
operation of its own transport facilities should be limited to that es- 
sential to military security. 

Now, in line with this position, the committee appropriately could 
add that within the 1958 appropriations for operations and mainte- 
nance and military personnel, the Department of Defense should show 
a reduction in its expenditures on MATS and other Government-owned 
transport activities to a point below that expended for the 1957 fiscal 
rear. 

, Your letter might urge that the funds then made available be ap- 
plied toward greater use of the United States commercial airlines 
and shipping in meeting transportation requirements. 

Senator Cuavez. What about sea transportation ? 


SEA TRANSPORTATION 


Mr. Suormaxker. That is exactly why we have worded this as we 
have, Mr. Chairman. We are suggesting that your letter cover both 
air transportation and sea transportation. We think they are related 
to each other. 

The committee might well desire to ask for a progress report at the 
end of the first 6 months of the fiscal year. Now, such a directive 
would implement the clear policy laid down last year by both the 
House and the Senate in the conference committee’s letter to Secretary 
Wilson, for which both congressional committees, yours and the 
House committee, are to be heartily commended. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1958 1499 


I remind you of one sentence in that letter: 


The Government should to a great extent practicably adjust its use of air 
transportation so as to use existing unutilized capacity of United States air 
carriers. 

Senator Cuavez. Whom are you quoting? 

Mr. Suoemaker. I am quoting your letter of August 3 last year to 
Secretary Wilson. 

Senator Cuavez. That was also signed by Congressman Mahon. 

Mr. Suoremaker. Yes, it was. We think it was a fine step of estab- 
lishing guideline policy and we think you may desire to go a little 
further with it this year. That is why I have made the suggestion 
to you which I have just completed. 

Now, transportation costs as a whole are an important factor in the 
general category of operations and maintenance. 


TRAFFIC MANAGEMENT 


The Defense Department has established a single managership for 
traffic management. We will not have real traffic management with 
all the broad economies which are possible from the exercise of this 
function until the policy control is completely taken from the in- 
dividual services and the organizational responsibility is placed upon 
a worldwide basis and not restricted to the continental United States 
as is presently true. 

The single managership set up for traffic management is restricted 
to continental United States and is thus prevented from doing more 
than half of a job. 


MILITARY PERSON NEL 


Now, in the field of military personnel, you will note that we have 
recommended in general a 12-percent reduction in the military per- 
sonnel engaged in support and related activities. And a 10-percent 
cut in budget estimate for travel in permanent changes of stations. 

We remind you that Secretary Wilson has recommended a 12-per- 
cent cut in the Washington area personnel, which the House has taken 
in consideration in its appropriation bill. 

Our testimony discusses at some length this matter of rotation. It 
is something that two committees of the task force of the Hoover 
Commission went into with a great deal of care. 

The findings of the Commission were that rotation of military per- 
sonnel and the support activities for temporary tours of duty was an 
extremely demoralizing and wasteful practice, despite the fact that 
military personnel treat support assignments as necessary only to 
supplement their major assignments as tactical officers. 


FOUR FINDINGS 


The Commission found four things: 

One, practically all top managerial jobs and support activities are 
held by military personnel unqualified in background and experience 
for the task. 

Two, a deterioration of the civilian status resulting from lack 
of adequate incentives. 
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Three, because of the need to keep civilian staffing for purposes 
of continuing it, rotation of military personnel and support actiy- 
ity produces duplicate staffing costing an estimated $110 million an- 
nually. 

If I recall correctly, in our Hoover Commission figures we found 
some 16,000 duplicate positions in that particular field. 

Four, that excessive rotation as such is costing between $33 million 
and $53 million per year. 

This comes into focus when one realizes that 50 percent of the 
officer personnel of the Military Establishment is employed in sup- 
port and related activities. That means about 175,000 of our officer 
strength i is in that field. 

We as businessmen look at it a little bit this way: 

Military personnel are trained for combat and combat-related actiy- 
ities, not for such business-type functions as procurement, manufac- 
turing, supply, contract administration, hospital administration, le- 

gal, accounting, and other business-related functions. 


PROPORTION OF COMBAT SERVICE 


Senator SatronsratL. Mr. Shoemaker, it is my understanding that 
the peacetime Army of the United States today ‘has a higher propor- 
tion in combat service than ever before in our history. It is some- 
thing over 60 percent. 

I think the English run up as high as 65 to 70 percent, less than 
70. But as of today, ours has a higher percentage in combat units 
than ever before. 

Now, the tendency is up all the time. 

Mr. SHormaker. Which we commend, s 


CIVILIANS IN SUPPORT ACTIVITIES 


Senator Sauronsrautu. The other point you make on civilians in 
support activities. The testimony before this committee is quite strong 
that if you withdraw much of that, you have to put troops in to re- 
place it. That puts more expensive personnel into those support 
items. 

The soldier costs $5,000 a year. You can get civilians for less than 
that. I just make that comment because those are two of the points 
you have made. 

Mr. SHormaker. That is a very interesting point, sir. 

Senator SALTroNsTALL. We can have two points of view on that. 

Mr. Suoremaker. I am sure that is so. 


REASONS FOR FIRM PERSONNEL POLICY 


In addition to the savings that would result by putting into effect 
the impr ovements in personnel management recommended by the 
Hoover Commission, it seems to us there are three other convincing 
reasons for Congress to deal firmly with this military personnel prob- 
lem. 

One, in utilizing personnel in this revolutionary era of advanced 


technology, it is essential that greater emphasis be placed on speciali- 
zation. 
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Two, rotating military personnel to perform support functions re- 
quiring business and professional background and experience is ad- 
gersely affecting military preparedness, i 
Three, placing military personnel in top management positions in 
support activities is lessening public confidence in the military serv- 


‘ees and impairing the establishment of a sound career system for 
evilian personnel. 









RESEARCH AND DEVELOPMENT 










Now, in the field of research and development, we have several 
pages of testimony. We pointed out to the House the very sincere be- 
lief that we have that there is no better investment for American 
dollars in our country’s defense than dollars spent wisely and in 
adequate quantity for research and development. 

I reiterate that point of view to this committee. 

We also believe, however, that quality of effectiveness of such efforts 
is not necessarily measured by the quantity of dollars assigned to 
these purposes in the Federal budget. 

After reviewing the testimony of the military services and the gen- 
erally unconvincing rebuttal, if I may say so without offense and 
without indulging in personalities in any way whatsoever, from the 
Department of Defense with respect to its management of research 
and development activities, we do believe more firmly than ever that 
there is need for action to integrate research and development pro- 
grams. 

The House committee’s report points out pretty sharply the acute 
nature of the rivalry between the services in this research and develop- 
ment field and says in part: 



















The increasing degree of rivalry among the services for roles and missions is 
becoming so serious as to jeopardize and delay the rate of buildup of our mili- 
tary power. 

If we are looking at this from a sensible and mature point of view, 
there is just no room for dissipation of research efforts among three 
separate services that often triplicate the channels of research and 
development and tend to get into the wastefulness of this basic com- 
petition between the services. 

We have discussed that at some length in the testimony. It seems 
to us that this field can be placed in a separately programed fund and 
appropriated to the Secretary of Defense. 














OPPOSITION TO CUT IN FUNDS 





Senator Symineron. I want to congratulate you on your statement, 
Mr. Shoemaker, even though some of these things we perhaps do not 
agree on. Iam glad to see somebody come up here with recommenda- 
tions for more unification. So many people seem to want to keep the 
services separate instead of having good business management and 
bringing them closer together. 

You say it is your sincere belief that, lacking a reevaluation of the 
Unification Act and improved organizaton in the Defense Department, 
the only method available in Congress and to the American people is 
to reduce the funds for defense by a reasonable amount in order to 
control this costly and deadly interservice conflict. I do not agree 
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with you on that because I do not think it is any fun cutting your nose 
off to spite your face. However, I do appreciate your bringing up 
what more unification of the services would do from the standpoint 
of the taxpayer. 
Inasmuch as I have to leave shortly and do not know when you wil] 
be through and what other questions will be asked 
Mr. SuoemMaker. I will be through in 3 minutes, but go right ahead, 





CORDINER REPORT 


Senator Symineron. First there is the Cordiner Committee report. 

I suppose you know Ralph Cordiner; he is an outstanding able in- 
dustrialist. He made a report which he believes, if adopted, will save 
$5 billion a year annually by 1962. 

Then there is the Hoover Commission recommendations to which 
you referred. 

I believe in the procurement picture they say $4 billion can be saved 
annually. 


NEED FOR WEAPONS EVALUATION 


There is one thing of which I am sure, based on my experience in 
the Pentagon. Whatever we can save by adjusting our manpower 
situation to modernity, whatever we can save in getting better busi- 
ness practice in our procurement, we can save a great deal more if 
we had a true weapons systems evaluation. 

If you have not read a new book, called Nuclear Weapons and 
Foreign Policy, by Dr. Kissinger, | would earnestly recommend that 
you do. He shows that, as a result of our emphasis on the massive 
retaliation concept, for all-out war, each service is now, with relatively 
little control over it, attempting to have such all-out capacity. : 

Dr. Kissinger’s book is a well-documented presentation, in my 
opinion. 

I congratulate you, representing the chamber, in coming up here 
and pointing out that there are these obvious ways to save billions 
of dollars a year. Yet, for reasons best known to itself, the adminis- 
tration refuses to enter any of these broad avenues for savings. 


ENDORSEMENT OF CORDINER REPORT 


Mr. SuHorMaAker. Senator, you brought up the Cordiner committee 
report, which is not mentioned in my testimony. 

I can say to you unequivocally that the Chamber of Commerce of 
the United States endorses that report and will back that report with 
two exceptions which are not really exceptions. 

No. 1, we think in the implementation of that report that it can 
be done concurrently with a reduction in force that will result in the 
budget being largely stabilized insofar as personnel expense is con- 
cerned. 

Secondly, we do not think the Cordiner committee report will ever 
amount to anything unless it is made very clear that the Department 
of Defense will take it and implement the report in its entirety. 

In other words, that the principles in it will stay alive and be guid- 
ing personnel practices. 

Senator Symineton. I am particularly glad to hear you make that 
second point. 
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As perhaps you know, I have introduced a bill based on the Cordiner 
report. It is cosponsored by Senator Goldwater. I just received a 
letter from Governor Aronson of Montana, in which he stated that at 
one airbase in his State there was a waste of over $11 million last year 
and that the Air Force as a whole lost over $203 million of the tax- 
payers’ money by not following recommendations comparable to that 
of the Cordiner report. mr 
What worries me particularly about this situation is that after a 
committee headed by Mr. Cordiner and including other outstanding 
people such as Mr. Burgess, former Assistant Secretary of Defense 
under Mr. Wilson, Admiral Fechteler, former Chief of Naval Opera- 
tions, spent a full year at this administration’s request, investigating 
the matter, and they come in with their recommendations, the report is 
pigeonholed and, in effect, abandoned. 


QUALITY VERSUS QUANTITY 


Mr. SHorMAKeER. Senator, if there is any one philosophy in our 
whole testimony for the chamber here, it is one of trying to emphasize 
quality versus quantity and an emphasis on better methods rather than 
on the way we have always done it. 

Now, the Cordiner report does exactly that with respect to personnel, 
as we see it. You just cannot file it away. 

Senator Symineron. I had your report this morning. Mr. Hewitt, 
with his usual efficiency, made it available. I read it hurriedly. 
However, I just wanted to come back and point out some of the things 
with which I agree. 

Mr. Chairman, I would like the opportunity to question Mr. Shoe- 
maker when my turn comes. 

I thank you and the distinguished Senator from Massachusetts for 
allowing me to make these remarks. 

Senator Cuavez. I think that Mr. Shoemaker will be through di- 
rectly and after that you can ask some questions. 

Proceed, Mr. Shoemaker. 

Mr. Suormaker. If there is anything approaching humor or light- 
ness or facetiousness in testimony, it does refer to this National Board 
for the Promotion of Rifle Practice which does not amount to anything 
money wise, and we would be the first to agree to it. It is not worth 
your time to belabor that point at all. It is a pretty small item. 





PROCUREMENT AND PRODUCTION 


I do call your attention to our discussion of major procurement and 
production. Certainly, if there is any one field in which the chamber 
is not competent to evaluate the need for planes and ships and atomic 
weapons and what have you, it is in a field where we have no access 
whatsoever to classified information, to war plans, and that sort of 
thing. 

So, essentially, our testimony in that part does this: It says that 
we do have confidence in the way the House has gone at it. We 
know that they have spent days and weeks in that field. 

From that standpoint, we endorse the House cuts in the major pro- 
curement and production fields. 
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If you ask us to testify, why, in other than general terms, we just 
cannot do it, sir. 

Senator Cravez. You are being very honest about it. 

Mr. Suormaxker. I think it pays to be that way. 

Senator Cuavez. I do, too. 


SUMMARIZATION 


Mr. SHorMaKer. Now, in summary, may I say this: 

The chamber endorses H. R. 7665 and recommends it be approved 
by this committee. 

We point out that reductions are possible by improved personnel 
management and reduction in duplication, by using Hoover recom- 
mendations, by curtailing business-type activities and by integrating 
the research and development program. 

We realize that we have raised some pretty major issues here which 
are important to the broad and continuing responsibility of the Con- 
gress, and this committee in particular, issues which in large measure 
relate to future budgets as much as they relate to the present one, 

In my summary, I have discussed each of those items with a para- 
graph or two. I do not think it is necessary or helpful to repeat it 
here at this time. 

I would point out, however, the fifth issue, on research and develop- 
ment, that we not only are talking about personnel and the shortage 
of engineers, but we are talking about the duplication of facilities 
for research and the diffic ulty of controlling real research and de- 
velopment unless it is put into one guiding and planning estab- 
lishment. 

That is the heart of our recommendation in that field. We do point 
this out to the committee that there is an issue involved in the eco- 
nomic implications of continuing a large-scale defense program alon 
with the many other Government services which have to be financed. 

The House recognized these implications when it said there should 
be no dispute in the elementary fact that excessive military expendi- 
tures would have serious weakening effects on our economy. 


DEFENSE NEVER CHEAP 


We recognize that adequate defense is not cheap, never will be 
=. We also know, as you do, that defense is economic waste. 

Ve do not want to put ourselves in a position and do not in com- 
promising any vital phase of the defense effort. I am emphasizing 
that because the position of the national chamber is very positive 
in that respect. 

We want economy, we want good organization, we want good 
methods and so on, but we do not cross the bridge by saying we 
want cut-rate defense or cheap defense or second- or third-best 
defense. 

The answer to these questions, the issues, of the magnitude that I 
have summarized perhaps too briefly, are not easy. They involve 
great tradition, they involve sincere convictions of many dedicated 
public servants of this Government of ours. 

The proper answer must be found. The problem of adequate se- 
curity, properly organized, competently managed and adequately ad- 
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ministered, transcends all personalities and is, in our opinion, a major 
ublic obligation to all of us. 

That concludes my summary and may I again express apprecia- 
tion to the committee for the opportunity of appearing. 

Senator CHAvez. I want to thank you personally. I know that I 
speak for the entire committee for the fine statement that you have 
given us. 

I would like to ask you just one question. 


RETIRED OFFICERS IN BUSINESS 


I have noticed a tremendous number of higher echelon officers both in 
the Army and in the Navy that retire from military service, but next 
day go to work in a civilian capacity. 

Do you think that would be good business ¢ 

If you do not care to express your views, it will be all right. 

Mr. Suormaxer. Mr. Chairman, I am glad to give you my personal 
views on that thing because I happen to feel pretty strongly on this 
matter of too early retirements, retirements which result in the com- 

any or the Gov ernment—the same principle retains in either case— 
ioe the experience and maturity that that individual has. 

There has been almost a hysteria of forcing early retirements in 
the business field during the postwar era. The insurance companies 
tell us now that that thing i is reversing and that there is a tendency 
for companies to go back to the retirement at 70 rather than the 65 
and 60 that ened to be the pattern. 


I am firmly convinced that we have too early a retirement in the 
military service and that we are losing the benefit of great experience, 


great judgment, and great competency. 

Senator Cuavez. They are trained for military purposes. They 
retire to go to work for private enterprise or in a civilian capacity 
for Government. All their training is for naught. 

Mr. Suoemaxer. A lot of it would seem to be. 

Senator Cuavez. Thank you. 

Senator SatronsTauu. I have one question. 

I appreciate the spirit in which the chamber of commerce has gone 
at this. It is the most thorough job that I have ever seen done. 

On your very last page, on your summary, you make no reduction 
in procurement. Is that because, as you said, you have not the 
knowledge or ability to go into that subject ¢ 

Mr. SHormaxer. We endorse the House cut in procurement a bil- 
lion and a quarter, if I am not mistaken, on the basis of their knowledge 
of it. The only reason we have not gone into the procurement field— 
I might say as an aside when I testified before the House, Chairman 
Mahon asked me if businessmen were afraid to recommend reductions 
in items that were greatly important to business. I assured them that 
was not the case at all. 

We would be happy to recommend reductions if we knew enough 
about the subject to make those recommendations wisely. 

Senator Satronstauy. I bring that out because you have reduced 
maintenance and operation by $357 million and your personnel by 
$318 million. 

Now it is one of the fundamentals, I think, that you have to have 
enough people to operate and, if you are going to keep military service 
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as a going concern, if you are going to cut you might cut on some of 
the new procurement. I do not say necessarily so, but you cut on that 
as long as you keep enough money in to operate what you have. 

You gentlemen are not only trying to cut military procurement, 
perhaps for the reasons you stated, but you have gone through to cut 
your maintenance and operation and personnel. 

Mr. Suormaker. My experience as a businessman is, when the chips 
are down and you really have to reduce expenses, the only sure way 
to do it is to get some heads off the payroll. I think that is also true 
in economy in Government. In order to get heads off the payroll, 
you have to find better methods, mechanization, and all that sort of 
thing in private business. 

I think it is certainly true in Government. 


CAPITAL EXPENDITURES 


Now, your next big field of saving in business is this matter of capi- 
tal expenditures. You decide whether the capital expenditure is 
necessary, whether it will produce savings or not. 

Here the problem you gentlemen have with your knowledge of the 
subject is not whether the capital expenditure for major procurement 
produces savings, but whether it inddliaes better defense, more efficient 
defense, and that sort of thing. 

We would be happy to go into it if we had the knowledge to do it. 

Senator Satronsratu. Some parts of what you say would be sub- 
ject to particular rules of business. Others in defense are not. 

Mr. Suormaxer. That may well be. 


FIVE AIR FORCES 


Senator Symineron. Mr. Shoemaker, for example, we have five 
air forces; we have the Air Force itself, we have the Naval air force, 
we have the Army air force, we have MATS, and we have a Marine 
air force. That is five. 

Actually, based on the testimony we heard this morning, we have 
from a Reserve point of view a civilian air-force fleet, too. So one 
might say we have six air forces. 

Is that the kind of thing that you are thinking about from the 
standpoint of unification ? 

Mr. SHoemaker. Yes, sir. It is the kind of thing we are thinking 
about, yet we stayed out of the military side of it. 


TRUE WEAPONS EVALUATION 


Senator Syminetron. As I understand it, you believe that consid- 
erable money can be saved by employing the recommendations of the 
Cordiner Committee report and the Hoover Commission report. I 
would add to that list, and I believe that I could get you to agree 
to it, a true-weapons-systems evaluation so that we would not have at 
least three ways of doing everything but would pick the best way and 
have the taxpayer pay for that. 

Limiting my questions to the two with which you are familiar, 
Hoover and Cordiner, you feel there is considerable money to be 
saved; is that correct? 
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Mr. Suoemaker. I do, sir. On this matter of valuation of weap- 
onry, the Hoover Commission went into that quite carefully and into 
the related item of screening of requirements. 

We felt that in both of those areas, there was some weakness of 
organization in the present setup in the Department of Defense and 
made some recommendations in that field in the business-organization 


report. 
ARMY ANTIAIRCRAFT PROCUREMENT 


Senator Symincron. For example, it worries me that of the pro- 
curement in the Army budget, 38 percent is in antiaircraft. 

In the Air For ce, there : are 75 fighter ee per fighter wing for 
just 1 reason ; that is that there were 75 fighter planes per fighter v wing 
in World War IT. 

Where we differ, I think, is that I would not want to see any cuts 
made that adversely affected our national security. If this admin- 
istration does nothing about its own report, the Cordiner committee 
report, and nothing about the Hoover Commission report, then I do 
not see how you can be bound and make cuts on a blind basis. A1- 
though I believe that we could get adequate defense within the present 
budget, I don’t think it can be done unless we make the major revi- 
sions that we have discussed. 

With that premise, | would like to ask you if you believe that we 
want to approach this thing from a qu: alitative standpoint instead of 
a quantitative standpoint, and whether we want to or not, we have to 
say that is what we are doing because we know they have millions 
more ground soldiers than we have and we know they have hundreds 


more submarines than we have, and we know they have a great many 
thousand more modern jet combat aircraft than we have. 

So we might as well, unless we want to quit, say we approach this 
from the qualitative standpoint instead of the quantitative one. 


METHOD OF REACHING BETTER QUALITY 


I would like to ask you this question: If we are going to approach 
this from a qualitative standpoint, what are we going to do if the 
powers that be refuse to take the necessary actions to ret the quality ? 

The last speech that the Secretary of Defense made at the War 
College, which is unclassified, the entire speech was devoted to not 
changing one aspect; not changing anything about the present struc- 
ture in the Pentagon. Believe it or not, he seemed to consider it to 
be perfect. 

If they take that attitude, don’t we just have to go on putting up 
the money although we realize we are putting a gr eat deal of it up for 
unnecessary W aste. 

In other words, don’t forees come before figures? 

Mr. SHormaker. Of course that is so. If we do not have the ability, 
the competence to do a better job, and the only alternative is to impair 
defense, certainly the chamber would be the first organization to say 
yes, you have no choice. 

Our feeling is that we can get a nonimpaired defense by better 
support activities by less duplication activities in many of the fields 
we have pointed to in our testimony. 
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RISK IN REDUCING RESEARCH 


Senator Symineron. You said you did not want to reduce procure. 
ment because you did not know the facts about the details of clagsi- 
fied information. Wouldn’t you feel that we are taking even more 
of a risk in research and development or are you more up on what 
is going on in that particular category ? 

Mr. SuHormaker. In research and development, Senator Syming- 
ton, of course we have to spend money for research, and a lot of it, 
But when we go through the budget and the testimony before the 
House we find research duplicated among the services. Let me take 
3 or 4 items here. 

Here is aircraft and related equipment. As a businessman, I would 
think that would be headquartered in the Air Force, but here are 
three different programs on the same subject; one in the Army, one 
in the Navy, one in the Air Force. 

In guided missiles, each of the three services have their own pro- 
grams and they are tremendous things, as you gentlemen know better 
than I. 

We find the Army still has a research program in ships and small 
craft and related equipment. 

The Navy has the same thing, running independently. In combat 
and support vehicles, the Army and Navy each have research pro- 
grams going on. 

In artillery and other weapons, both of those services have research 
programs. 

In ammunition, the three services have separate research programs, 
Even in the military sciences, they have three research programs go- 
ing on. 

It is hard for us to think that is not duplication and that we are 
not losing somewhat in research by the competition that is a part of 
that duplication. 

Senator Symrneron. I must say it would be hard for me to argue 
with you about that. At the same time, unless we do streamline it, 
I would prefer to spend the money than take the greater risks, espe- 
cially right now when it looks like we may get somewhere in this 
disarmament picture, at least farther than we have ever gotten before. 

If it is only 1 percent progress toward disarmament I would hate 
right now to begin to weaken at this time. 


NEED FOR BEST EQUIPMENT 


On maintenance and operations, we had sworn testimony last sum- 
mer, with illustrations about how the reductions in maintenance and 
operations had resulted in our boys having increased accidents, in- 
creased deaths. This was due to lack of adequate maintenance and 
operation funds. 

This April in Germany we were told by proper authority that there 
was not enough money for gasoline to adequately train these boys who 
were flying supersonic airplanes right on the front. 

As a result, they were having more accidents and they were not being 
kept properly combat ready. 

Now the chamber would not favor anything like that, would it? 
Certainly, regardless of money, we have the duty to give our forces the 
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best equipment and the best training so that they in turn will have the 
best chance to get back alive. 


I know you will agree with that. 
Mr. SHoeMAKER. Senator, we not only agree with it, but say so in 


some detail in the appendixes of the report. 
Senator Symincton. In other words, that would just be another 


point of emphasis on your qualitative concept, would it not? 












NO CUT IN TACTICAL SIDE OF DEFENSE 





Mr. SHormAker. We have no interest, by suggestion or otherwise, in 
cutting down the tactical side of the Defense Department, or the ability 
of the tactical side to function. 

If in any of our recommendations we have weakened tactical sup- 
port—I do not think we have—but if we have, we are wrong. 

Senator Syminetron. You mean training, too? 

Mr. SHoeMAKER. Yes, sir. 

Senator Symineron. Mr. Chairman, I may not agree with all of this 
statement from the Chamber of Commerce of the United States, but I 
certainly commend the amount of time that has been expended on it 
and the basie philosophy of it, which is that the American taxpayer is 
wasting billions of dollars a year because the Pentagon is not being put 
on a businesslike basis. 

I do not say that this deficiency has been characteristic only during 
the last 4 years. There is a difference however in degree. When we 
were only spending $14 billion a year, we were not wasting as much 
money as when we are spending $38 billion a year. 

In those days, General Eisenhower, as Chief of Staff of the Army, 
was one of the strongest advocates of unification. 

I hope that everybody will read this statement of yours and learn 
about your views on how to save money through greater efficiency. 

My belief is that we cannot cut this ‘budget 1 in accordance with the 
House recommendations because, if we do and maintain the present 
setup, the structure and functions of the Department of Defense, we 
are going to affect negatively our national defense. 

Thank you, Mr. C hairman. 
Senator Cravez. Senator Thye. 


























VARIOUS RESEARCH GROUPS 






Senator Tuyr. Mr. Chairman, I was not here while all the testi- 
mony was made by Mr. Shoemaker, but I have glanced through his 
statement while following the colloquy or discussion between you, sir, 
and Senator Symington. 

From the table of itemized accounts found on page 3, I see that you 
propose to reduce the research and development, Army, $16,000, 000 
below the figure of the House bill. That is correct, is it not? 

Mr. SHorMAKER. Yes, sir; that is correct. 

Senator Tuyr. In the Navy, you propose $27,400,000 below the 
House reduction and in the Air Force $24 million below. 

Those are items in the field of research. 

I was present when Secretary Wilson, Secretary of Defense, was 
making his statement, and also Secretary Quarles, and they seemed 
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to be of the conviction that there might be some advantage in havin 
the three services competing in the research field because of the com. 
petitive spirit. This competitive effort might develop some particular 
missile or some achievement in research activity which they could 
finally say had reached perfection so that they would then concentrate 
on that one perfected item and emphasize production of it. 

I cannot help recalling the remarks of Secretary Wilson and Secre- 
tary Quarles in their testimony on this particular item from which you 
are proposing a reduction of $68 million. 

I just wanted to ask, Do you differ with the views of Secretary Wil- 
son and Secretary Quarles on the competitive aspect of research and 
development by the three services? 

I would believe that it would be important to have the record reflect 
your views against those of Secretary Wilson and Secretary Quarles, 
because both of those men are businessmen and eminently qualified to 
speak as business people. They have not been down here long enough 
to be influenced by Potomac fever which is so often referred to around 
Washington. They have not been here long enough to have many of 
those germs in their system yet. : 

Mr. Suormaker. I did not know there was a time element to this 
disease. 

DISAGREEMENT AMONG BUSINESS HEADS 


Senator Ture. I know that if you are exposed long enough, it may 
infiltrate. 

I have raised this question, because if any men are businessmen, Mr, 
Charles Wilson and Mr. Quarles are. 

I am just wondering now how you three businessmen, you, Mr. Wil- 
son, Mr. Quarles can disagree so much on this one item. 

I would not question any phase of the other items, but on research 
and development, a field 1 am not qualified to appraise, I am not so 
certain that you are qualified to challenge the figures because research 
and development is such an unknown field. 

If a scientist is successful, he achieves fame. If he makes a mistake, 
he fails. I can only trust that we will be successful and that tomorrow 
we may find some answers that we are searching for right now. 

I do not wish to challenge the wisdom of those two great men in the 
business world when they say in their best judgment we are better off 
to let these three services compete to see if that competition spirit may 
result in some important advances in research and development. 

I have made a more or less general statement rather than a question 
that can be answered “Yes” or “No.” 

Mr. Suoemaxer. I would prefer not to give a yes or no answer to 
your statement because there is much good hard commonsense in it. 
Of course, we disagree with Secretary Wilson and Secretary Quarles, 
that is obvious, because we have come up with a different answer. 

Without disrespect for them in any way whatsoever, Mr. Quarles is 
one of the great research and scientific minds of this Nation, a man for 
whom I have tremendous respect. Yet, haven’t we got to ask our- 
selves what is the limit of spending money for duplicating of research 
activities and facilities? 
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BUDGET DOES NOT GIVE CLEAR PICTURE 





The budget does not give a clear picture today. The President’s 
discussion of the budget and his message indicated that research and 
development amounted to $1,600 million. Discussions which we in 
the chamber have had with Secretary McNeil in the Department of 
Defense, among others, bring out the fact that the real research bill 
is something over $6 billion, that is involved in this defense budget 
right now. 

Certainly, if we were into it in that magnitude and if the impres- 
sion that we have is correct, that guided-missile development alone may 
go into a figure of five or six billion dollars a year in the next 2 or 
3 years, we almost have a bear by the tail here. 

‘It is from that standpoint we have looked at this question of organ- 
ization. We have read very carefully the House testimony in the 
research and development field and note with interest the conclusion 
of the House committee, that this competition has gone too far. Cer- 

tainly we know some competition is good but do you let competition 
go with an unlimited expense account ‘and carry it to the extent of this 
tremendous competition between the services that we have today? 

I think Secretary Wilson has had periods of real frustration over 
this problem. 

You will recall that not too long ago he attempted to define the 
roles and missions of the three services in the aircraft and ballistic mis- 
siles field. It was a courageous attempt but it has not been settled 
yet, so far as the public can see. 





REEVALUATION OF INTERSERVICE COMPETITION NEEDED 





Now, it seems to us that there must be a concrete and realistic reeval- 
uation of the interservice competition in this field. Nowhere is it 
more expensive. Now, scientists of the Air Force, the Army, and the 
Navy should be trying to get a better missile, a better weapon, a 
better what have you, rather than a better Navy or a better Army or 
better Air Force. 

Senator Ture. I raised the question as to whether your judgment or 
my judgment was such that we could rightfully say that we could 
reduce research and development $68 million below what the House 
approved. The House, of course, had reduced the Budget Bureau’s 
findings considerably. We are discussing here a field in which no cer- 

tain factors can be pointed to as being the yardstick or the scale or the 
instrument by which we measure. 

Now, another phase of Secretary Wilson’s testimony that seemed 
rather impressive to me was when he referred to the work done by 
General Motors in developing a transmission for their automobiles. 
They had not been able to agree on one specific type, so they proceeded 
to do research on twotypes. The net result was that they came up with 
two good transmissions, whereas, if they had not gone into both types 
and worked them out, they probably would not have had two of the 
best ones on the market. 
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I have gone on record stating that I believed we could reduce the 
President's budget by $3 billion, and I stand on that. 

I hope we will accomplish, that. I think we are going to accom. 
plish it. I also said at the time that I lacked the ability to make 
detailed statement on research and development that would permit me 
to venture any kind of guess as to whether we could reduce the Budget 
Bureau’s recommendation. I would have been speculating in a field in 
which I was not qualified to speculate. 

I respectfully say to you that we are not scientists, and those who 
direct research are best able to judge whether it is too much. I would 
rather err on the side of giving the expert in that particular field who 
is conducting advanced scientific research, the benefit of the doubt. 

I would sooner err by giving them ample than to err on the side 
of possibly smothering out a project that might bear some real accom- 
plishment if per mitted to be carried thr ough. 

T would not question the other items because I think your intelligence 
and judgment may be better than mine. You come representing one of 
the greatest business organizations in the land. When it comes to re- 
search and development, however, I do not know that you are a scientist 
who can speak with authority. 


NOT MILITARY EXPERTS 


Mr. Suoermaxer. Senator, at the beginning of my testimony before 
you came in, I made a number of qualific ations about this and em- 
phasized to the committee that neither the chamber nor its c ommittees 
nor myself personally appear before this committee under the guise of 
being a military expert. 

There are real limitations on our judgment as you have pointed out. 

Senator Tye. I know you put in a tremendous amount of work to 
develop this statement and the only phase that I have challenged as 
to whether your wisdom is better than that of Secretary W ilson’s and 
Secretary Quarles’ and whether this should be a question of public 
opinion, taking the three services and mashing their heads together 
until such time as they officially and actually agree to unification in 
its entirety. I am not so sure that I would be willing to go along 
with you when you say that the 3 services should be unified in 1 
program of research, because I have never seen anyone who was 
as good as when he knew he was competing with somebody. I think 
human nature is the same in any field. 

Mr. Suormaxer. That is true in the railroad business. 

Senator Torr. Yes, sir. 

Mr. Suoemaxer. I would only leave this one comment with you. 
I don’t know that Secretary Wilson has personally passed on ‘this 
question of the reorganization which would give his office, as it were, 
not only the responsibility for guidance and planning of research, but 
having appropriations go through that field as well. 

S you recognize, that w ould involve a change in the organization 
concept of the Department to that extent at least, it would put the 
Office of the Secretary of Defense in the operating field. 
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Senator Tuyr. I was here at the time the unification bill was debated 
and voted on. We all had an idea that it meant just what the words 
stated, and that was unification. 

I would endeavor to work for unification in every phase of our 
defense operation, but in the question of research and development, 
because of our new weapons in the atomic field and the vastness and 
the speed with which we are proceeding in aviation generally, I do 
not think I have sufficient knowledge to question whether they were 
right or wrong. 

Senator Cuavez. The only thing I am sure is that there is plenty 
of competition in the Pentagon. 

Mr. SHormaKer. That isa fine statement. 

Senator Cuavez. Is that all your statement ? 

Mr. Suoemaker. That is all I have, sir. 

Senator Cravez. Thank you. We have enjoyed your testimony. 
I think you have devoted a lot of time in research in preparing this 
statement. 

Mr. Suormaker. Mr. Chairman, may I understand that the ap- 
pendixes will be in the record as well as the statement ? 

Senator Cnavez. Yes. Thank you, sir. 

Dr. Hussey. 


GEORGETOWN UNIVERSITY MEDICAL SCHOOL 


STATEMENT OF DR. HUGH HUSSEY, PROFESSOR OF MEDICINE 


MEDICAL PROGRAM 


Dr. Hussry. Mr. Chairman. members of the committee, I am Hugh 
Hussey, Washington, D. C., where I am professor of medicine at 
Georgetown University School of Medicine. I am appearing here 
today as a representative of the American Medical Association and 
as a member of the board of trustees and its liaison committee on 
medical dependents and medical-care program. 

In addition to serving on that committee, I was chairman of the 
working group that participated with the Department of Defense 
task force that developed the directives under which this program 
operates. 

We have been pleased, in general, with the way the medical pro- 
gram has progressed since it began last December. We believe that 
the program has been successful, in large measure, because repre- 
sentatives of the Armed Forces and the medical profession have co- 
operated closely, and because dependents of service personnel have 
been permitted to choose freely between military and civilian sources 
of medical care. 

“MEDICARE” PROGRAMS 


At the recent hearings of the House of Representatives on the 
medical budgets of the Defense Department, representatives of the 
Navy Department stated that the cost of civilian medical care under 
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the “medicare” program was 2 to 214 times as much as the cost in 
military hospitals. 
HOUSE REPORT 


The subsequent report of the House Committee on Appropriations 
contains the following recommendation : 

It is the committee’s belief * * * that the free-choice element (should) be 
amended so as not to permit dependents to utilize civilian medical and/or 
hospital services unless a positive determination is made by appropriate an- 
thority that, without augmentation, the military medical-hospital facilities and 


medical personnel in the general area in which the dependents reside are in- 
adequate. 


The suggested amendment should result in substantial savings to the Govern- 
ment. First, it will assist in utilizing military medical facilities at the optimum 


efficient level; second, it will continue to provide the needed medical care at 
lesser cost. 


MATERIAL INACCURATE 


We do not believe that the statements and cost figures presented 
to the House subcommittee are accurate, and, therefore, we do not 
believe that the resulting recommendation in the House report is 
warranted. In our opinion, there has been insufficient experience 
under the program to justify the type of statement presented by the 
Navy representative to the House Appropriations Committee con- 
cerning the comparative cost of the military and civilian programs, 

Zepresentatives of all three military medical services have also testi- 
fied to this fact. 

In their presentation to the House committee, representatives of 
the Armed Forces have used an arbitrary figure of $27.50 per day 
for the cost of medical care for a dependent in a military facility. 
That figure was established by the Bureau of the Budget, in conjune- 
tion with the military medical services, on December 7, 1956, when 
the “medicare” program began. It is used as a basis for reimburse- 
ment between the various military services and the Public Health 
Service for the intraservice care of service dependents. 


COSTS ESTIMATED 


For budget and planning purposes, the Bureau of the Budget and 
the military y departments established an estimated figure of $! 50 a day 
for civilian medical cost, including hospitals, physici ians, nurses, and 
all other related charges. The Bureau of the Budget frankly has 
stated that this figure was a rough estimate. 

In his statement to the Dependents Medical Advisory Committee, 
Maj. Gen. Paul I. Robinson, director of the program, reported that 
a $50 figure also was obtained on a small sample of only 8 cases involv- 
ing 3 maternity cases of different severity, 1 tonsillectomy, and 4 cases 
involving the usual surgical procedures. 

If a comparison is to ) be made of civilian and military costs under 
the program, it must be made on the same type of case and with the 
same factors used in computing the basic cost figure. It should be 
recognized that the types of cases being tr eated under the civilian 
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program involve a higher percentage of more costly procedures, such 
as surgery and complete obstretical care. Conversely, the cases 
treated in military facilities include a higher percentage of the less 
expensive procedures and treatment, thus lowering the military’s 
average cost per case. 

On checking with the military services and the Bureau of the Budget 
on how they arrived at the rate of $27.50 per day,for care in a military 
facility, it was indicated that there are a number of cost items not 
included. For instance, there are no cost-accounting figures for out- 
patient care. This results in a number of variables in attempting to 
compare this figure with any figure developed in the civilian program. 
The Armed Forces also do not include the pay of any interns and only 


half the salary of the residents, even though they all provide medical 
and surgical care. 


CIVILIAN COST METHODS 


On the other hand, a civilian hospital includes the pay of all in- 
terns and residents in the overall expense of the hospital operation 
in computing the cost to a patient. 

In addition, the cost of amortization of the military hospitals and 
their capital equipment, medical depot. overhead, and central pro- 
curement of medical supplies is not included. Nor are costs for re- 
cruitment, orientation, training, and transportation of medical officers, 
and other medical technical personnel included by the military in 
arriving at the $27.50 figure. 

Another instance of the disparity between the computation of 
military and civilian costs is found in the area of obstetrical care. 


Since the $27.50 cost excludes all outpatient care—which is a major 
portion of the total obstetrical cost—it is obvious that it is not pos- 
sible to make a valid comparison based on any figures now available. 

Obstetrical cases represent 37.9 percent of the total cases in the 
civilian program—and additional 8 percent are for obstetrical care 
other than deliveries—and account for over 50 percent of the total 
expenditures in the civilian oe 


Of the total cost in an obstetrical case, between 35 and 40 percent 
may be attributed to physicians’ and other services rendered in the 
doctor’s office in the prenatal and postnatal period. 

In the military program none of these outpatient costs are taken 
into account. 

This is also true in the pre- and postoperative care of all other 
surgical and medical cases given outside the hospital. The pre- and 
postoperative care in military facilities is provided in the outpatient 
department for which no cost is included in the $27.50 figure. 


NEED FOR COMPLETE COST ACCOUNTING 


Thus, more complete cost accounting must be done in the overall 
military hospital and outpatient services before a realistic basis for 
comparisons between the costs of military and civilian medical care 
can be arrived at. 
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If medical care is to be provided for dependents of servicemen, 
whether it is received in military hospitals or in civilian facilities, 
there will be an expenditure of money required. There is no sound 
reason to assume that medical care rendered in military facilities js 
or will be less expensive than care provided in civilian facilities, 

It has always been our belief that any dependent’s medical care 
program in the armed services should allow the dependent a free 
choice of physician and hospital, and should not be the basis for an 
expansion of military medical facilities. 

We have opposed such expansion of military medical facilities and 
military medical-care activities because of the admittedly discrimina- 
tory “doctor-draft law.” 

If certain statements of the representatives of the Armed Forces 
are taken as fact, and if the recommendation of the House report is 
followed, both of these objectives would be defeated. 

A brief comment should be made regarding the statements in the 
House report to the effect that: 

* * * This option may cause overloading of civilian medical and hospital 
facilities, particularly in the smaller communities. 


And: 


Reports received by the committee indicate that disruption of medical services 


available to civilians have occurred in some communities since inception of this 
program. 


DEPENDENTS’ MEDICAL-CARE PROGRAM 


A number of State medical society executives and local county 
officers, have been queried on this point and not a single instance 
of overloading or disruption of civilian medical facilities has been 
reported to them. 

The American Hospital Association, likewise, have received no in- 
formation indicating that any hardship in the availability of hospital 
facilities has occurred as a result of the dependents’ medical-care 
program. 

General Robinson, in his statement before the House committee, had 
thiscomment to make (p. 852 of the hearings) : 

There have been no instances brought to our attention of uniformed service 
dependents creating crowded conditions in hospitals. 

Thus, we have been unable to discover a single example to confirm 
the report of overcrowding of civilian hospitals caused by the medical- 
care program. 

In other reports by the military services, it has been indicated that 
the program has had a very beneficial and desirable effect on the 
military medical services, by reducing the great overloading of mili- 
tary facilities and the backlog of patients awaiting medical care, 
particularly in obstetrics and tonsillectomies. 


Thus it would seem that the program is meeting what we believe 
to be the intent of Congress. 


SUMMARY OF POSITION 


In summary, I should like to emphasize the following : 
We question the validity of the comparative cost figures for de- 
pendents’ medical care in military and civilian programs as presented 
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to the House Committee on Defense Appropriations by representatives 
of the Armed Forces. 

We believe that the costs are not ascertainable based on the data 
presently available, and that the recommendations made in the House 
committee report that: 


* * * the suggested amendment should result in substantial savings to the 
Government. 


was based on incomplete and inaccurate information. 

I would like to point out that Congressman Paul J. Kilday and Con- 
gressman Leslie C. Arends of the House Armed Services Committee, 
which formulated the medicare legislation, in remarks on the floor on 
May 29, spoke out against the House Appropriations Committee 
recommendation. 

We believe very strongly that the medicare program has accom- 
plished the intent of Congress and that it should not be changed as 
recommended in the House report. 

I would like to read to the committee, and have included in the 

rinted hearing, a letter, dated June 11, 1957, from the Bureau of the 
Budget in reply to our request for information regarding cost data 
on the medicare program. 

Senator CHAvez. You may insert that in the record. 

(The letter referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 11, 1957. 
Dr. THOMAS H. ALPHIN, 
Director, American Medical Association, 
Washington, D.C. 


DEAR Dr. ALPHIN: I am writing in reply to your letter of May 29, 1957, which 
requests that the Bureau of the Budget furnish an evaluation of how costs of 
caring for military dependents in military hospitals compare with costs of care 
under local community auspices. You state that this request has been prompted 
by cost comparisons recently made by Navy witnesses in a House Appropria- 
tions Committee hearing which you would like to be able to refute in testifying 
before a pending Senate committee hearing on the medicare program. 

It is unfortunate that Navy representatives drew an invalid comparison 
between the preliminary estimate of $50 a day as the cost of caring for military 
dependents through community resources and operating costs reported by mili- 
tary hospitals. The executive agent advises us that to date no comprehensive 
factual experience has been compiled as to what the actual cost to the Govern- 
ment has been for a day of medical care for dependents through local commu- 
nity resources. The military hospital operating costs include only direct costs, 
omitting many items of expense which for budget and management purposes 
need not be included in a Federal cost-reporting system. The rate of $27.50 per 
day established by the Bureau of the Budget for the purpose of reimbursement 
between appropriations when dependents of one service are provided care in 
another service’s hospitals does not reflect the true hospitalization cost to the 
Government. 

At least the following items of expense need to be added to arrive at an 
approximation of the full cost: Depreciation of buildings and fixed equipment: 
outpatient care incidental to hospitalization; maintenance of a centralized pro- 
curement and depot system; maintenance of training facilities directed to in- 
creasing proficiency of hospital personnel; and management and professional 
direction by headquarters’ staffs. While the Government is in effect a self- 
insurer against property and liability damages, such expenses cannot be excluded 
from a computation of total cost of patient care. 

There should also be included the costs of fringe benefits provided personnel. 
Such benefits for military personnel include free life insurance, medical care for 
the serviceman and his dependents, noncontributory retirement, as well as a 
number of minor benefits which are not susceptible to cost analysis. The Gov- 
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ernment also contributes toward the retirement and life insurance of its civilian 
personnel. While we have included certain of the fringe benefits in our computa- 
tions, you can appreciate our concern that their costs not be regarded as 
definitive. 

Working with limited information and conceding that cost analyses of these 
expenses are not maintained, we have estimated that the above components 
of hospital expense contribute the following approximate amounts to the cost 
per patient-day of providing care for dependents in military hospitals: 
Depreciation 
(peepmerent GAMO... wie de eal Sa as Ske tee 3. 00 
Supply overhead 
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Fringe benefits : 
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If these costs were added to the $27.50 uniformed-service reimbursement rate, 
the total expense would approximate $36. 

The estimate of costs in military hospitals represent our best judgment at 
this time and has been concurred in by the Assistant Secretary of Defense 
(Health and Medical). We would want the $36 figure regarded as provisional 
only in view of the imponderables involved in such an analysis. The executive 
agent has assured us that data as to payments by the Government when utilizing 
community resources for dependent patient care will be forthcoming as the result 
of a special study which has been initiated. We share your interest in the 
findings of this study. 

Sincerely yours, 
RosertT EF. MERRIAM, Assistant Director. 


LETTER ON COSTS 


Dr. Hussey. That letter, in essence, deals with the matter of in- 
adequacy of cost accounting in the military hospitals and points to 
some of the changes which would result if the factors were taken into 
account as previously mentioned in this report. 

In conclusion, I respectfully urge your committee to include in its 
report to the Senate language negating that section of the House 
Appropriations Committee report on dependent medical care, which 
recommends elimination of the free choice provisions as between mili- 
tary and civilian facilities. Not todo so may result in a major change 
in the medicare dependents law which we believe may have undesir able 
consequences. 

Mr. Chairman and members of the committee, I thank you for the 
opportunity of appearing at this hearing. 

Senator Cuavez. Thank you, Doctor. 

We will insert in the record at this point a letter from the American 
Hospital Association, agreeing with the contentions of Dr. Hussey. 

(The letter referred to follows :) 


AMERICAN HOSPITAL ASSOCIATION, 
Washington, D. C., June 10, 1957. 


Hon. CARL HAYDEN, 
Chairman, Senate Committee on Appropriations, 
Senate Office Building, Washington, D. C. 
DEAR SENATOR HAYDEN: I wish to acknowledge with appreciation your letter 
of June 6 advising that you had forwarded my letter of May 


31 relative to the 
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dependent medical care program to your subcommittee on the Department of 
Defense Appropriation, chaired by Senator Dennis Chavez. 

The attached letter is a much fuller exposition of the questions raised by the 
House Appropriations Committee on the dependent medical care program than 
was my previous letter. For this reason, I felt it advisable to bring the additional 
facts contained in this letter to your attention and to that of the members of the 
Senate Appropriations Committee considering this legislation. 

Sincerely yours, 










KENNETH WILLIAMSON, 
Associate Director, American Hospital Association. 












AMERICAN HospiTrAL ASSOCIATION, 
Washington, D. C., June 10, 1957. 





Hon. GarL HAYDEN, 
Chairman, Senate Commitee on Appropriations, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR HayveN: This is in regard to H. R. 7665, the Department of 
Defense appropriation bill for fiscal 1958, which is before your committee for 
action. 

A recent report of the House Appropriations Committee is a matter of deep 
concern to the American Hospital Association as it should rightfully be to 
anyone interested in the medicare program. In its report dated May 21, 1957, 
that committee proposed a drastic revision of the right of military dependents 
to choose freely whether they wish to receive their medical care in civilian 
hospitals, utilizing the services of civilian physicians, or in military hospitals 
with military physicians, saying: “It is the committee’s belief that this joint 
directive should be revised at an early date to the degree that the free choice 
element be amended so as to not permit dependents to utilize civilian medical 
and/or hospital services unless a positive determination is made by appropriate 
authority that, without augmentation, the military medical hospital facilities 
and medical personnel in the general area in which the dependents reside are 
inadequate.” 

We believe that the committee’s recommendation which would revise the “free 
choice” element is not in the best interests of the dependents, nor of the country 
at large; and, in fact, the elimination of “free choice’ would wreck the program. 
This issue of “free choice” was thoroughly explored by the committees of the 
Congress which conducted the hearings on the basic legislation. 

In contrast with the language of the committee report, it is significant to 
observe what Representative Paul J. Kilday, subcommittee chairman of the 
House Armed Services Committee and principal architect for the dependent 
medical care program enacted last year, had to say on the House floor on 
May 29, 1957, when the Department of Defense appropriation bill for 1958 
(H. R. 7665) was being debated : 

“] hope we will continue with this program to see what history will develop. 
* * * } believe we are on the right track. I believe the privilege of free choice 
should be continued and that we should not follow the recommendation as set 
forth in the Appropriations Committee report at this particular time.” 

The American Hospital Association has long been vitally interested in the 
health problems of servicemen’s dependents. As the representative of over 
90 percent of the general hospital beds of this Nation, it has a deep concern for 
the successful operation of the dependent medical care program for which it 
sought congressional enactment for many years. 

From all information we have received, civilian hospitals are doing an 
excellent job in providing the care needed by dependents as they do for all other 
civilians. We understand that the dependents themselves are thoroughly pleased 
with the operation of this program and with their right to select their own 
physician and hospital. Though the program has been in operation for only 
a brief period of time, improved morale within the armed services, which is 
desired by all of us and which is in the best interest of the security of this 
Nation, has been quite evident. 

Prior to the inception of the dependent medical care program a large part 
of military dependents, estimated at about 40 percent of the total, were not 
receiving any care in military facilities, and others only some care. These per- 
sons were receiving the care they needed in civilian facilities as civilians and 
at their own expense. As far as We are able to determine, the program has 
caused no appreciable diminution in the numbers of dependents using military 
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facilities. If there has been a decline in the number of maternity caseg jp 
military facilities, this was both anticipated and thought desirable. In any 
event, if such falling off of this particular type of case has occurred, it has not, 
according to the record of the hearings before the House committee, materially 
lessened the overall size of the dependent patient load in military facilities, 
What has changed, however, is that those dependents using civilian facilities 
are having their care paid for by the Federal Government. The current opera. 
tion of the program is carrying out the expressed intent of Congress. 

We are in complete agreement with the statements appearing in the record of 
the House committee’s hearings to the effect that thorough and detailed review 
should be made next year of all factors involved in the operation of the program, 
We believe that until such thorough analysis has been made of comparative costs 
and other factors related to the operation of programs within the military facili. 
ties as compared with civilian facilities, it is premature to suggest that “substan. 
tial savings to the Government” would result from the House committee’s recom. 
mendation. We are firmly convinced that when all factors which go into making 
up hospital costs are considered, it will be revealed that there is no substantia] 
difference in the costs of both. There are a great many different factors which 
affect the costs of care through civilian channels as compared with care in the 
inilitary. Any such comparisons are inappropriate unless a similar basis of 
comparison is used. 

In connection with any comparison of the costs for providing care in civilian 
and military hospitals, I should like to invite the attention of this committee to a 
further statement made by Representative Paul J. Kilday on the House floor that 
same day: 

“* * * figures [were given in the House hearings] which would indicate that 
medical care in the military hospitals is cheaper than in a civilian hospital, but 
I feel that an adequate cost accounting of the cost of military care would indi- 
cate to the contrary.” 

Apparently in support of its recommendations to drastically curtail the free 
dom-of-choice element, the House committee states in its report: “Reports re 
ceived by the committee indicate that disruption of medical services available 
to civilians have occurred in some communities since the inception of this pro- 
gram.” Initially, in commenting on this statement, we stress most emphatically 
that these dependents are civilians. Further, though we are following the 
progress of this program with great interest and work closely and cooperatively 
on it with the Department of Defense, we have received no information indicating 
that any hardship in the availability of hospital facilities has occurred as a re 
sult of the inception of the dependent medical-care program. Moreover, we note 
that Gen. Paul I. Robinson, the executive director of the program, in his state 
ment before the House committee, states, among other things (p. 832, hearings) : 

“There have been no instances brought to our attention of uniformed services 
dependents creating crowded conditions in hospitals.” 

Nor were we able to find elsewhere in the appropriations hearings before the 
House committee any documentation of overcrowding of civilian hospitals caused 
by the enactment of the legislation creating the dependent medical-care program. 

In the interest of serving the House Appropriations Committee, the Department 
of Defense, military dependents and all others having an interest in the medicare 
program, this association asked that House committee to furnish us with in- 
stances reported where military dependents, because of this program, are causing 
overcrowding of civilian community hospitals. We made this request because 
we are most interested in the continuing success of this program and would wish 
to ascertain any fact which may be operating to its detriment. 

In the congressional hearings on H. R. 7994, the Dependent Medical Care Act 
(S4th Cong.), it was pointed out quite clearly that the inability of the military 
to staff facilities adequately with military health personnel was a major factor 
affecting the provision of medical care to dependents. This personnel shortage 
still exists. Withdrawal of health personnel from civilian facilities to staff 
military facilities in order to effect “the optimum efficient level of operation” 
would, in light of the present severe shortages of such personnel, be disastrous 
for the whole population. 

The operation of the dependent medical care program is undoubtedly a most 
difficult task. Experience thus far is inadequate as a basis for any general 
conclusions. On the basis of what we know of the experience to date, however, 
the program is accomplishing its objectives in a thoroughly competent and whole- 
some fashion. We wish to emphasize the competent administration of the pro- 
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gram by the Surgeon General's Office of the Department of the Army, and to 
compliment particularly the splendid work of General Robinson, the executive 
director of the program. 

The American Hospital Association continues to support the dependent medical 
eare program in its present form and believes that the full utilization of civilian 
facilities and health personnel in the care of civilian dependents is in the best 
interests of the Nation. We therefore urge the Senate Appropriations Commit- 
tee to appropriate the sums necessary to continue this program preserving for 
military dependents their right of freedom of choice. 

Sincerely yours, 


KENNETH WILLIAMSON, 
Axsociate Director, American Hospital Association. 


AMALGAMATED Meat CuTrers AND ButcHER WoRKMEN OF NoRTH AMERICA 
AFL-CIO 


STATEMENT OF ARNOLD MAYER, WASHINGTON STAFF MEMBER 
AND PUBLIC RELATIONS DIRECTOR 


GENERAL STATEMENT 


Senator Cuavez. Mr. Mayer. 

Mr. Mayer. Mr. Chairman and Senator Thye, I would like to in- 
troduce Mr. Albert Gray, secretary and treasurer of Local 393, Amal- 
gamated Meat Cutters and Butcher Workmen. I would like Mr, Gray 
to sit with me during the testimony. 

Senator Cuavez. Certainly. 

Mr. Mayer. My name is Arnold Mayer. I am a Washington staff 
member and the public relations director of the Amalgamated Meat 
Cutters and Butcher Workmen of North America, AFL-CIO. 

The AMCBW is a labor union with 350,000 members organized in 
more than 500 local unions throughout the United States and Canada. 

The AMCBW and its locals have contracts with thousands of em- 
ployers in the meat, retail, poultry, egg, canning, leather, fish process- 
ing, and fur industries. 

On behalf of our organization, I want to express to you our grati- 
tude for the opportunity to bring to your attention a problem which 
has unjustly plagued our members and the members of numerous 
other unions. It is a problem which we believe you will be concerned 
about and one which you will be able to remedy. 


DEALING WITH FIRMS EMPLOYING STRIKEBREAKERS 


The Armed Forces, and especially the United States Army, have 
purchased and are purchasing products from firms which are involved 
in bitter labor-management disputes. These firms are being operated 
with strikebreakers. 

Our members in food-processing firms have on several occasions in 
recent years seen the United States Army, their own Army, become 
the biggest factor in opposing their legitimate aims to raise their 
standard of living. 

Our union has in such cases protested to the Department of the 
Army. We have pointed out that the purchases put the Army in the 
position of strikebreaking. 

We have appealed to officials up to the Secretary of the Army to 
cease the purchases until the labor-management dispute had been 
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resolved. We have offered to furnish lists of other firms which could 
supply the wanted product in equal and even better quality. 

These appeals have consistently been to no avail. We would get 
back nice letters telling us of the ‘complete neutrality of the Army i in 
the dispute. But these were words. The purchases, and therefore, 
in practical terms, the partisanship of the Army in the dispute 
continued. 

The AMCBW is not alone in this experience. Many other unions 
have gone through the same sorry routine. 

The AMCBW iscurrently faced with a situation of thistype. With 
your permission, I should like to discuss it briefly as an example of the 
problem which we and other unions face. 

On February 20, 1957, workers at the Shen Valley Meat Packers, Inc, 
in Timberville, Va., went on strike after contract negotiations with the 
firm became stalemated. Management’s refusal to make a meaningful 
wage offer left no alternative to the workers but to walk out. 

The Shen Valley employees had wage scales of 81 cents to $1.56 an 
hour below the national pattern for meat workers. About half of the 
Shen Valley employees earned $1 an hour at the time of the strike. 
This is the minimum permitted by law. The top pay at the plant was 
$1.25 anhour. This is in compar ison with the minimum of $1.81 and 
a maximum of $2.81 an hour in the national meatpacking labor-man- 
agement contracts. 

The Shen Valley workers, through their union, were attempting to 
get a wage increase which would put them a little closer to the wages 
earned by other meatpacking employees. 

As the strike progressed, actions by management against the strikers 
forced the AMCBW to lodge no fewer than ‘eight unfair labor practice 
charges against the firm. These charges, filed with the NLRB, are 
backed by documented evidence. 

Management of the Shen Valley Meat Packers, Inc., began advertis- 
ing for strikebreakers in area newspapers. 

‘Since economic ¢ ‘onditions in this region are not currently favorable, 
management succeeded in recruiting ‘people who were impoverished 
and perhaps hungry enough to become strikebreakers. 

All of these factors are, of course, ones which organized workers 
must, unfortunately, be prepared to face in their struggle to achieve a 
better standard of living. 


UNITED STATES ARMY MEAT PURCHASES 


What is unusual in this case are the actions of the United States 
Army in purchasing meat and meat products from this firm, even 
though a strike was going on and the Army knew the meat was being 
produced by strikebreakers. 

On May 10, our union officially appealed to the Secretary of the 
Army to discontinue the purchases until the dispute was ended. We 
protested that the Army purchases were not only unfair to the workers, 
but also to other meatpacking managements which did not pay the 
substandard wages that Shen Valley Meat Pac kers, Inc. did. 

Nearly 3 w eeks went by and we did not get the courtesy of a reply. 

On May 27 we again addressed a letter to the Secret: ary, empha- 
sizing the urgency of the situation. On June 3, 1957, a reply was 
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written by Thomas H. Swan, lieutenant colonel, J AGC, labor adviser, 
rejecting our appeal. 

The most important parts of Lieutenant Colonel Swan’s letter are as 
follows. They are typical of other communications we have received 
concerning other protests against Army purchases from strikebound 
firms. 

It is the policy of the Department of Defense, and consequently of the De- 
partment of the Army, to remain neutral in, and refrain from taking a posi- 
tion on, the merits of a dispute between labor and management, as these ques- 
tions arise in connection with the procuring activities of the Department of the 
Army. Indeed, various rulings of the Comptroller General of the United States 
prohibit the various departments of the Government from considering these 
matters in awarding or denying contracts. To accede to your request to dis- 
continue purchases from Shen Valley Meat Packers, Inc., would be a violation 
of our long-established policy of neutrality. 

The Department of the Army does not participate in strikebreaking activities. 
The policy of neutrality has been established in order to insure fairness to all 
elements participating in the procurement program of this Department. To 
discontinue business with this company, while the company is able to perform 
according to requirements, would amount to a finding on the part of the Depart- 
ment of the Army that the company is committing an unfair labor practice. 
Such decisions are specifically reserved by statute, and appropriately so, to 
the National Labor Relations Board and the courts. 


IMPOSSIBLE LOGIC 


We would submit that these arguments involve impossible logic. 

As far as the rulings of the Comptroller General are concerned, we 
have not asked the Army to decide in our favor as to the strike issues. 
We asked only that the Army assume a position of neutrality—to 
cease assisting management in carrying out its strikebeaking opera- 
tions. 

The Army claims that to “discontinue purchases from Shen Valley 
Meat Packers, Inc., would be a violation of our long-standing policy 
of neutrality.” 

In other words, to discontinue purchases is to help labor. To con- 
tinue the purchases is to remain neutral. 

We have heard a great deal about Pentagon logic, but we had not 
believed it to be this preposterous. 

Finally, the Army claims that discontinuation of purchases until 
the labor dispute is resolved would amount to the Army’s arrogating 
unto itself the powers of the NLRB. The Army argues it would thus 
find that management had committed unfair labor practices. 


ALIBI FOR CONTINUED PURCHASES 


This must. be considered a sheer, unsubstantiated alibi for the con- 
tinued purchases. 

We are not asking the Army for any support on our unfair labor- 
practice charges. And discontinuation of purchases have nothing 
to do with findings for or against management or the union in such 
charges. 

Again, let me emphasize, we seek only that the Army cease to sup- 
port the strikebreaking. 

But, by the way, even after the NLRB finds a firm guilty of unfair 
labor practices, the Armed Forces have continued to buy from the 
firm. Other unions, particularly the United Auto Workers and the 
United Steel Workers, have had this experience. 
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Two years ago a subcommittee of the Senate Committee on Labor 
and Public Welfare, under Senator Matthew Neely, held hearings 
on such cases. 

On June 12, 1957, the two top officers of the AMCBW, President 
Earl W. Jimerson and Secretary-Treasurer Patrick E. Gorman, ap- 
pealed to President Eisenhower concerning the Shen Valley problem, 
They decided, in view of the Army letter, that it was senseless to 
make any further protest to the Department of the Army. Because 
of the recent date of the letter to the White House, no reply has 
been received. 

There, Mr. Chairman and members of the committee, you have an 
example of this very unpleasant problem. 

We believe that the continued purchases of the Army from struck 
firms, which are operated by strikebreakers, place the Army in the 
position of strikebreaking. 

This, in our union’s opinion, is terrible. Workers are opposed by 
the Army in which their sons and daughters serve and which is, in 
reality, their Army. 

Tax money, contributed by the American people, including mil- 
lions of organized workers, is used to defeat the legitimate aims of 
wage earners for a decent standard of living and decent working 
conditions. 

POLICY OF UNITED STATES GOVERN MENT 


Further, it is the policy of the United States Government, as es- 
tablished in the Labor-Management Relations Act of 1947, to pro- 
mote harmony in labor-management relations. The Army _pur- 
chases from this strike-bound firm, which commits acts contrary to 
the Labor-Management Relations Act and the rules established by 
the National Labor Relations Board, violates that policy. 

The purchases clearly aggravate the present industrial strife at the 
meatpacking firm and other firms. 

We submit to the committee that this problem has dangerous 
ramifications. Involved is whether a department of the Government 
can aggravate a labor-management dispute, contrary to the policy 
laid down in a law by Congress. 

Also involved is whether American workers must regard their 
own Armed Forces as an opponent in a labor-management: contro- 
versy—and even worse, as an opponent who does not shrink at be- 
coming a partner in strikebreaking. 

We hope this committee will consider this problem in its study of 
how the funds contributed by the American people for the defense 
of our nation are to be spent. 

We appeal to you to prevent the tax dollar of the American work- 
ers to be used against them. We hope you will be able to impress 
upon the Armed Forces to become neutrals in labor-management dis- 
putes. 

Senator Cuavez. Thank you, young man. 

Senator Thye, have you any questions? 

Senator Tryr. I have no questions. 

Senator Cuavez. Thank you. 

Mr. Mayer. Thank you very much, Mr. Chairman. 

Senator Cuavez. Mr. Easter. 
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STATEMENT OF ANDREW J. EASTER 


BABY FLATTOP SUGGESTED 


Mr. Easter. I will be very brief. I am a former Government em- 
ployee of the Navy Department, converting ships to naval auxil- 
jaries. 

I realize the confusion and lack of experience of people in time of 
war. I had gotten out an idea that was beneficial suggestion to help 
in the problem of transporting military cargo and so forth and the 
Navy eventually used the baby flattop which ° you all heard of. I got 
fired for pressing for the adoption of it. 

I am not here ‘speaking for my personal welfare. This happens to 
be a brief No. 13,631 in the United States Court of Appeals, District of 
Columbia which brings out very strongly, and has in here, if you 
read it, comments on this idea by General Eisenhower or President- 
elect Eisenhower before his first term. 

It was sent to the Navy Department with comments from Admiral 
Halsey. 

In any case, the original idea is in the naval service as the baby 
flattop. 


MERCHANT-NAVAL VESSEL PLAN 


I further recommend this merchant naval vessel for use by the 
United Nations. I am just an individual American. I saw how the 
United Nations members from the small countries worked for the pur- 
pose of peace and also to try to help prevent the big boys from getting 
together. 

This ship idea is a merchant-naval vessel. It is the same principle 
as the baby flattop, but more interchangeable. The baby flattop is a 
merchant vessel originally converted for aircraft carriers. 

At that time, they spent about $5 million to convert the first. I 
found from the shipyards that they could build that ship at that time 
for $6 million. This ship is honeycombed; you can hardly sink it. 

It won’t heel on account of cross flooding and no unsymmetrical 
sections. My belief is that a ship of this type can carry cargo in 
peacetime. We are all talking about defense. Life is more important 
than money. Yet we have an idea that the Navy and the Govern- 
ment is cal aware of, General Eisenhower, Admiral Halsey, and 
admirals of the Navy Department, and the military forces. If they 
really want defense at low cost, they would give consideration to this 
idea. This ship will eliminate two other vessels which they call single- 
purpose vessels. This ship is large enough to do a 100-percent job. 
Military cargo requires a lot of “floorsp: uce. The ship is designed 
whereby you “could open up the hatches or the decks and carry ‘bulk 
cargo for merchant and military use. 

In peacetime the ship could continue around the world with a 

tendency to prevent war and pay its own way. Therefore, we could 
have military security without cost. 

T had been advised through different people in the Navy Department, 
pretty near the top, to get this into the Patent Office as a matter of 
record. The serial number is 788151. It was filed November 26, 
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1947. In the United States Patent Office it is called combined 
merchant and — “vessel. 

Senator Cuavez. What happened after you filed it in 1947? Was 
the patent issued ? 

Mr. Easter. No, sir. We filed an amendment. Of course, I say 
it is just another one of those things. 


FILE IN PATENT OFFICE 


Senator Cuavez. You might file that with the committee if you want 
to and we will have the staff to analyze it. 

Mr. Easter. I could not afford to give you 24 sets of these. You 
could refer to it in the Patent Office and you could have access to it. 

Senator Cuavez. We want to read it and consider it. That is why 
I wanted you to send it to us. 

Mr. Easter. Representative Cole came out against $30 million to 
spend for an atomic vessel. Here is a man against the building of 
any vessel for exhibition purposes. I got in touch with him, showing 
him the idea. He said can you get me a letter from someone who is 
experienced 1 in military forces. 

So I inquired of Captain Karig. He said absolutely and definitely 
we will send that letter. I have inquired of naval architects who 
helped me to develop this in the Navy Department. 

They said “Easter, you know what has happened to you.’ 

I said regardless of that, this is for the interest of the country. 

Captain Kari ig eventu: ully called me up and said his wife refused to 
let him submit the letter. Of course, he is now deceased. 

Senator Cuavez. You send whatever information you have. We 
will be very glad to consider it. 

Mr. Easter. I will mark up some briefs, too. It will be good to read 
this. 

Senator Cuavez. If you will give us a chance, we will. 


COMPETENCE QUESTIONED 


Mr. Easter. I will call your attention to the things: 

The incompetence of personnel management in “the Ni avy Depart- 
ment and the other departments, too. ‘T was there with them. At 
first they tried to prevent me from working with them and charged 
me with diabetes. Up to the present time, I don’t have diabetes. 
But that is what costs money, incompetence. 

Also, you see the efficiency mark on here and also the civil service 
‘atings as early as 1946, the P-5, which is a high engineer rating. 
Maybe eventually we will come to the end that we can practically 

eliminate the reasons for war. 

Senator Cuavez. I hope you are giving us some good ideas. 

Mr. Easter. Yes, sir. I am ready at any time. 

Senator Cuavez. Thank you. 

Mr. Faster. Thank you very much. 

Senator Cuavez. Now the appropriations full committee is meet- 
ing tomorrow morning, so this subcommittee will not meet tomorrow 
morning but we will meet at 2 o’clock tomorrow afternoon. 

Thank you. 

(Whereupon, at 5:45 p. m., Wednesday, June 19, 1957, the sub- 
committee recessed, to reconvene at 2 p. m., Thursday, June 20, 1957.) 
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THURSDAY, JUNE 20, 1957 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 2 p. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Dennis Chavez (chairman of the subcommittee) 
presiding. 

Present: Senators Chavez, Ellender, Saltonstall, Dworshak, and 
Symington. 

DEPARTMENT OF THE NAVY 


RESEARCH AND DEVELOPMENT 


STATEMENTS OF REAR ADM. R. BENNETT, USN, CHIEF OF NAVAL 
RESEARCH; CAPT. E. B. HOOPER, USN, ASSISTANT CHIEF FOR 
RESEARCH, BUREAU OF ORDNANCE; REAR ADM. A. M. MORGAN, 
ASSISTANT CHIEF, RESEARCH AND DEVELOPMENT, BUREAU 
OF SHIPS; REAR ADM. W. A. SCHOECH, USN, ASSISTANT CHIEF, 
RESEARCH AND DEVELOPMENT, BUREAU OF AERONAUTICS; 
AND MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 


EXECUTIVE SESSION 


(The hearings relating to research and development were held in 
executive session, a record of which was placed in the security files of 
the committee. ) 
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OPEN SESSION 


(The open session, beginning at 4:20 p. m., follows:) 










DEPARTMENT OF THE AIR FORCE 


OPERATION AND MAINTENANCE FUNDS 


STATEMENT OF HON. JAMES H. DOUGLAS, SECRETARY OF THE 
AIR FORCE 


RESTORATIONS REQUESTED 


Senator CHavez. Secretary Douglas, we shall be glad to hear from 
you at this time. 

Secretary Doucias. Mr. Chairman, I very much appreciate the 
opportunity to come back, if only for a few moments. 

It might have been more appropriate if we had been able to finish 
the Air Force presentation, but as I am here, I don’t expect to take 
more than a very few minutes. 

Senator CHavez. Do I understand you would like to have a classi- 
fied session? 

Secretary Doucuas. Not particularly, except as members of the 
committee might ask questions that would make that appropriate. 

I just have in mind that the Air Force presentation has involved a 
good many problems and discussions other than our request for 
appropriation and particularly our request for restoration of House 
cuts. 

I had the feeling that it would be helpful for me to say to this 
committee that the Air Force very much hopes for favorable action 
on the request for restoration of House cuts. 

I would put as our No. 1 concern the Operations and Maintenance 
account where we are reclamaing $132 million. 






























































EFFECT OF FUNDS REDUCTIONS ON FLYING 
You will remember that the House cut there rested to a considerable 
extent on the suggested reduction of flying hours by some 500,000. 
And a reduction in fuel and oil of $32 million in connection with that 
reduction in flying hours. Another major cut related to the flying 
hour reduction is the $43 million for depot maintenance support. 

We have had experience in the last 3 months with cutting down 
flying. I cannot urge too strongly that we be put in position where 
there will be certainty about carrying out our flying program. 

I think that essential to our having what I believe is the best Air 
Force in the world, is doing more flying than any other Air Force does. 

Senator Symineton. If the witness will permit, and inasmuch as 
there is so much going on today in the Senate, which reduces the size 
of the committee, may I respectfully suggest that inasmuch as Secre- 
tary Douglas is asking for reclama the Chair decide that this part of 
the record be made public. 
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Secretary Dovatas. I have no objection at all. 

Senator Symineton. My point has to do with the importance of 
making the Secretary’s testimony a part of the public record. We 
probably do not even print up the classified hearings, do we? 

Senator Cuavez. That is right. 

I asked the Secretary first if he wanted the remarks to be made as in 
open session and he said, ‘‘Yes.”’ 

Senator SymincTon. So this is an open session and this will be part 
of the open record? 

Senator Cuavez. I asked him if he wanted his remarks to be 
classified or open. He stated it made no difference to him. 

Senator SymincTon. So this will be an open session and it will be 
published. 

Secretary Douaias. Thank you very much, sir. 


IMPORTANCE OF AIR FORCE FLYING PROGRAM 


I was giving all the emphasis I could give to the importance of 
carrying out the kind of flying program that the Air Forces have. 
I think that the efficiency and effectiveness of the Air Force rests in 
carrying out such a program. 

Senator Cuavez. You cannot make a flyer unless you have him fly? 

Secretary Dove.as. No, sir; you cannot. 

Senator Cuavez. You cannot fly if you do not have gasoline and oil. 

Secretary Doucuias. That is right. You cannot have topnotch 
fliers that modern aircraft require without a flving program that gives 
him a great many hours in the air. 

I think there is no reason to believe and so far as I know, no one 


has suggested that we can definitely get along with a substantially 
less reduced flying hour program although the House stressed the view 
that we did a considerable amount of flying that might not be necessary. 

I believe you heard General Twining comment and give assurances 
that that is not the case within our ability to control flving. 


CURTAILMENT OF FLYING HOURS 


Senator CuHavez. I hope I am correct about this, but I believe I 
heard the Senator from Missouri state that he had been to Germany? 

Senator SyMinGron. Yes, sir. 

Senator CHavez. And he saw some boys there that were only flying 
a few hours. 

Senator Symincron. Not flying enough in the opinion of the 
commanding officer, so as to be properly trained. 

Senator ELLeENDER. Mr. Secretary, did the House cut the “Opera- 
tions and maintenance’’ appropriation and specify that there be a 
reduction in flying time? 

Secretary Douatas. Yes, sir. 

Senator ELLENDER. They were specific in that? 

Secretary Dovetas. Yes. They justified it by saying that they 
recognized that there would be a reduction in flying hours and made 
the reduction of $32 million in fuel and oil, with the estimate that this 
would reduce flying by 500,000 hours during the vear, which is roughly 
a5 percent reduction. 
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Senator ELLENDER. You mean 32 million? 
Secretary Doucias. The number of hours is what I was referring 
to. The program is in the neighborhood of 10 million hours. 


HOUSE ALLOWANCE FOR FLYING 


Senator ELLENDER. How much have you been allowed by the House 
for this purpose? 

Secretary Dovue.as. $609 million for fuel and oil against our request 
of $641 million. The reduction is $32 million, sir, that I referred to. 

Now, this “Operation and maintenance” appropriation, I think, 
always presents great difficulties for complete and satisfactory justi- 
fication. The history of operation and maintenance appropriations is 
that they are cut in Air Force headquarters when the demand comes 
in from the field, they are cut in the Office of the Secretary of Defense, 
and if anything is cut in the Congress, it is almost sure to be this 
appropriation because 












































we can get along with a little less paint, we can get along with a little less mainte. 
nance; we can get along with a little less gas and oil. 

Our experience makes me express great concern about finding our- 
selves in the situation in 1958 that we are in in 1957. 

The fact is that by the time we were in fiscal 1957 we had to do 
reprograming, and defer valid requirements, which reduced our oper- 
ation and maintenance program by a couple of hundred million dollars 
from what seemed a reasonable requirement from the field. 

Then during the year and after the budget had been presented to 
the Congress, we had to absorb new requirements, new activities in 
the amount of $185 million. 

I think I referred to this before, but that $185 million was a very 
carefully cataloged series of new requirements. 

We further reduced the program that we had anticipated which 
was necessitated by these new requirements, largely by further de- 
ferral of real-estate maintenance and a deferral of local purchases. 

In each of those categories, the program was reduced by something 
over $85 million. 

In spite of these kinds of action we still found ourselves short $50 
million as we proceeded to the final fiscal year quarter. The $50 
million shortage was what resulted in our instructing commands to 
pick up the $50 million by whatever further deferrals and reductions 
in operations seemed appropriate. Where not appropriate, we auth- 
orized a reduction in flying hours. 

The figure I think we finally estimated would be saved in fuel and 
oil was something like $30 million. 

That is a very unsatisfactory solution. 

Senator Symincron. When you say pick up, you mean stop; do 
you not? 

Secretary Douatas. Yes. 

Senator Symincron. When you say ‘‘authorize,”” you mean direct; 
do you not? 

Secretary Doucias. My intent with respect to authorize and 
direct was with regard to flying hours. We did not direct a reduc- 
tion in flying hours. We authorized a reduction in flying hours, if 
necessary. 
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If they could find other savings they would not have to reduce 
flying hours. 

Senator Symineron. In other words, they had to reduce so much 
money, but they could pick it up somewhere else? 


CLOSE ANALYSIS OF INCREASED REQUIREMENTS 


Secretary Douauas. That is correct. Now, this appropriation is a 
large one. 1 asked for a close analysis of increased requirements that 
we could foresee at this time for the fiscal year 1958, 6 months after 
we had arrived at the budget request of $4,225 million. 

Colonel Friedman, on my left, presented me with a very careful 
analysis, filling some 12 pages of single-spaced items totaling over 
$200 million, 

As of today, even if we secure our reclama of $132 million, we will 
have, I think, a task that will require some real ingenuity to accom- 
plish the programs that seem necessary within the original request for 
the “Operation and maintenance”’ appropriation less the $31 million 
we have accepted as a reduction. 

That $31 million you remember, is largely a matter of deutsche- 
marks, which we are taking a risk on. 

Now, I hesitate to take more time of the committee at this time 
going through the other items. I would be very happy to answer 
any questions. I will be pleased to go through each item if that be 
the desire of the committee, but as vou have ‘the “Research and de- 
velopment”’ appropriation—— 

Senator Cuavez. | believe Colonel Friedman has already inserted 
that in the record. | am sure the committee will go over it carefully. 

(The material referred to appears on p. 1159.) 

Secretary Dovatas. Thank you, Mr. Chairman. 


FUNDS FOR GAS AND OIL 


Senator Cuavez. I think I understand the situation, I feel sure the 
other members of the committee do. We know your problems; we 
know what you are up against. We know if you do not get enough 
money for gas and oil you will have to sidetrack something else in 
order to get gas and oil. 

Secretary Douctas. The important thing is that it is a different 
kind of Air Force if we don’t fly the hours that we have scheduled. 

The fact that I did not go right ahead and go through the 200 
account and aircraft and related procurement and other. major pro- 
curement, is not due to the fact that the Air Force is not concerned 
about its reclamaing those areas, but due to the fact that we covered 
those in more detail in the hearings up to date. 

Senator CHAvez. Senator Ellender? 

Senator ELLENDER. No questions. 

Senator CHAVEZ. Senator Symington? 


ADMINISTRATIVE LIMITATIONS ON OBLIGATIONS 


Senator Symineton. Mr. Secretary, I want to go back to the basic 
subject we examined previously in these hearings. Regardless of 
whether the Congress accedes to these appropriation reclamas, the 
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administrative limitations on obligations and the administrative ex. 
penditures ceiling continue to worry me. The first year I was on 
the Armed Services Committee the Pentagon witnesses said the 
could take the heavy reduction, but they would need a lot more the 
next year. That was the fiscal year 1954 budget. 

The next year, when they came up regarding the fiscal year 1955 
budget, they said they would take less, but they would have to have 
more the next year. This has been the general practice since I have 
been in the Senate. Asa matter of fact, it was not too much different 
up until the Korean war when I was on the other side of the river. 

The last time this matter of annual postponements came up, the 
Chief of Staff of the Air Force, General Twining, used a new phrase 
when he called it “rolling up the rug.”’ 

A recent editorial explained the effort behind directive 7200.4 
by stating that ‘‘the rug has now hit the wall.”” It seems to me that 
we are operating, if not in sort of a vacuum, nevertheless on a com- 
pletely theoretical basis, if at the same time we request an increase in 
appropriations we are postponing the use of obligational authority 
and making plans to reduce expenditures. 


“‘PACING FISCAL FACTS” 


There is another editorial which I read in a McGraw-Hill publication 
last night, called Facing Fiscal Facts, which I put into the Congres- 
sional Record today because it seemed to make a lot of sense. 

If you come up here on a ‘“‘Wolf! Wolf!’ basis regarding appropria- 
tions and then have rigid ceilings to lower expenditures where are 
you going to stand? I am thinking about you as the new Secretary 
of the Air Force, in a position we are pleased you accepted. 

If you say this is the program and then you say because we are 
spending too much money we are not really going to have the pro- 
gram, what difference really does it make whether or not you get the 
House cuts restored? 

Because appropriations and authorizations are theoretical until they 
became obligations, commitments, and expenditures. 

We have had considerable discussions of directive 7200.4 after it 
was discovered and we have had a chance to study your splendid 
letters of protest of May 7 and May 31 against that directive. We 
have assumed that President Eisenhower knew what he was talking 
about when he said we need such and such a military program; we 
have seen the Air Force program cut from 137 wings to 128 wings, 
which was actually a cut to 123 wings. We have heard Secretary 
Quarles testify and his testimony was corroborated by Secretary 
MeNeil that there were only three things to do under the circum- 
stances: Raise the debt ceiling or use some other form of getting 
money, reduce the program, or stretch it out; and then finally we have 
understood that the Secretary of Defense has announced that the 
program for the three services is going to be stretched out. 

Regardless of the amount of money that is appropriated to you, 
we will all agree that the dollar is not going to get any heavier. It is 
going to get lighter. 

What difference, therefore, does it really make whether or not you 
get these restorations in appropriations from the House if you are 
going to be held to an expenditures ceiling. 
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Secretary Dovuctas. Senator, those are very thoughtful questions. 
] have given quite a little thought to a good many aspects of what 
you have been talking about. 

It just occurred to me that it may be useful to say, to start with, 
that although there have been pressures to keep new appropriations 
authority down iv recent years the Air Force spent about $15 billion— 
this is expenditures in 1953—and this year we will spend a little over 
$18 billion. There has been steady increase. 


ESTIMATED 1958 EXPENDITURES 


Our estimate in the President’s budget is $17,600 million for 1958 
and we now estimate that our present program carried out at the rate 
contemplated will result in expenditures of some billion or billion 
point two more than that. 

Now, I have considered the questions you have raised in deciding 
that it was proper for me to come up and urge upon this committee 
the restoration of House cuts. I emphasize the O. and M. appropria- 
tion for the reasons I[ indicated. 1 feel very sure today that it will be 
desirable in the interest of the kind of Air Force I think we ought to 
have, to spend the amount asked for in O. and M. even if there is 
some stretchout in some procurement programs. 

It is possible to be realistic about the whole problem, that instead 
of going from 920,000 personnel to 925,000 during fiscal 1958, we 
might find it desirable, if there are stretchouts, to back away from the 
920,000 figure by several thousand. 


MILITARY PERSONNEL ACCOUNT 


If we did that I would still like very much to have the restoration 
of $38 million in the military personnel account. 

This appropriation is figured without leeway for any contingencies 
whatever and we have been hopeful that the Air Force might be 
able to spend somewhere from 15 to 25 million dollars in implementing 
the program that has been approved for retention of technical per- 
sonnel. 

That is a l-year fund. If we don’t need to spend it we won’t 
spend it. 

In the procurement field it could very well be urged that if there 
is stretchout, then the three-hundred-odd million dollars of procure- 
ment funds are not very important to us. 

I think that I can properly say that that is not so if we are to 
follow the procedures that are desired and established, subject to 
certain exceptions, in the directive you refer to. 

As I indicated the other day, our preproduction purchasing in 1957 
used some $246 million in that account and if those long lead-time 
items had been fully funded in 1957 we would have required an 
additional $650 million. 
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FULL FUNDING REQUIREMENTS 






It may very well be that to meet the standards of so-called fyl] 
funding the change that has taken place with respect to letter cop. 
tracts it may be desirable to have some additional funds. 

So I can say quite sincerely that I think it is appropriate even jf 
some stretchout is contemplated, and I have no way of estimating 
what it will be, that we ask for those funds because substantial funds 
could be properly used for the purpose of full funding preproduction 
of long lead items. 

SHORT LEAD-TIME ITEMS 


Senator Symineton. Let me ask the question with narrower scope 
and from a more practical standpoint: 

Your shortest lead-time items, or among your shortest, probably 
are in the M. and O. funds field; is that right? 

And if that is true, the funds that we appropriated this year now 
for the fiscal year 1958 might be spent, or in the main, in fiscal year 
1958? 

Secretary Dovatas. Yes, practically 100 percent. 

Senator Symineron. That is what I was getting at. If that is true, 
do you feel that the Secretary of Defense is going to allow you to 
spend those funds if they are appropriated? 

Secretary Douatuas. I would expect so, Senator. 

Senator Symineton. But he cut them before? 

Secretary Dovatas. No. 

Senator Syminetron. Then you did not ask for enough. 

Secretary Douetas. Yes, the Air Force cut the commander’s re- 
quirement and we went downstairs for presentation to the budget 
there and the budget went to the Congress which is somewhat less 
than we had requested of the Secretary of Defense. 

That hasb een pretty normal budget procedure in most budgets I 
know about for a long time. 

Senator Symineton. That may be normal for the budget, but it is 
not normal to the kids that were killed just because you did not have 
enough money, according to LeMay’s testimony last summer. 

Here we are between two different polar positions. The Secretary 
of Defense protests the cuts made in the House and on the other hand, 
based on your interpretation of the Defense Department directive 
7200.4, there is the possibility that the Air Force would be cut admin- 
istratively a good deal more than the House cut. 

Do you feel if these additional maintenance and operation funds 
are restored you would be allowed to spend them? 

Secretary Douacias. My judgment is that we would, Senator. 


































AVAILABILITY OF FUNDS FOR EXPENDITURE 






Senator Symineton. Thank you, Mr. Secretary. 
Senator SALTONSTALL. I apologize, Mr. Douglas, for not being here. 
I have had a very active day. 

Following up what Senator Symington said, are there any mainte- 
nance and operations funds that are no-year funds, or are carried over 
for more than 1 year? 
Secretary Doucuas. No. 
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Senator SaLronsTaLL. So you either have to obligate all your 
maintenance and operations or else it will go back into the Treasury? 


MUTUAL ASSISTANCE PROGRAM FUNDS 


Secretary Doucuias. General Bogart refers to a $10 million excep- 


tion with respect to the mutual assistance program that is really not 
significant. 


My answer, I think, is appropriate. 
Senator SALTONSTALL. I apologize for not having heard all the 


discussion. If I am saying something that has been previously said 
please tell me. 


EMPHASIS ON MAINTENANCE AND OPERATIONS FUNDS 


Your purpose in emphasizing maintenance and operations funds is 
that you have to operate what you have. You have to operate your 
Air Force as opposed to procuring. If we had to chose in this com- 
mittee you would emphasize the maintenance and operations funds be 
put back rather than procurement, if we had to chose between the 
two? 

Secretary Doucuas. I don’t like to choose. I did make it clear 
that my first concern was the operations and maintenance fund. 

Senator SALTONSTALL. You have to operate what you now have? 

Secretary Dovetas. That is correct. 

Senator SALTONSTALL. May I ask another question if it has not 
been gone over? 

Mr. Quarles emphasized three points the other day with relation to 
this directive 7200.4 and the Air Force operating procedure. 


PREPRODUCTION LEAD TIME ITEMS 


I thought I understood that, but I am not sure I fully understood 
what it meant. Could you in a comparatively few words give us a 
definition of your preproduction lead time items and how that direc- 
tive would hit that and what the agreements or understandings are, 
and then there is the question of definitizing contracts as opposed to 
letter contracts, so-called, and then there is the programing of over 
100 percent of the appropriated funds. 

Secretary Doua.ias. That is quite right. Those are the three areas 


in which the directive dealt. I would be very glad to discuss all three 
and do so as briefly as I can. 


LETTER ON PROCUREMENT PROGRAM 


This noon I read a letter addressed to the chairman of the com- 
mittee in response to a request which outlined in some detail the 
present situation of the Air Force procurement program in relation to 
the directive and this letter in effect answers the three questions that 
you have asked. 


Senator SALTONSTALL. You wrote that letter? 
Secretary Dovetas. Actually it was prepared, the request went to 
Mr. Garlock. Mr. Garlock submitted it to me and I think by now it 


has been signed and is on the way over. It was signed by Mr. ‘Garlock 
and not by. me, sir. 
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I think it will be part of the record, presumably. I think it supple. 
ments the testimony we have given already. 

Senator SattonsTat.. If I might respectfully have a copy of 
that letter? 

Secretary DouGtias. We will send you one. 

Senator SALTonsTa.L. It is the Air Force’s understanding of the 
directive as it applies to them? 

Secretary Dovuauas. That is right. 

Senator SALTONSTALL. In these three different categories? 

Secretary Dovetas. That is right. 

Senator Symineton. Could I also have a copy? 

Secretary Dovatas. Yes. 

Senator Symineton. Does it change your testimony or that of any 
of your assistants in any way? ; 

Secretary Douaeuas. No, sir. 

Senator Symineton. Thank you. 

Senator Savronstau. The difficulty, I think, Senator Symington, 
from my point of view, is to understand whether the House record is 
modified in the explanation of these items. 

Secretary Douatas. I think that does just what you are concerned 
with reasonably well. 

Senator SALTONSTALL. I have just this one question then. Is there 
any understanding as to the dollars in either the fiscal year 1958 or 
the fiscal year 1959 in connection with these three principles that are 
enunciated? 

Secretary Douauas. No, sir; there is not. 

Senator SALTONSTALL. So that the dollar item will be entirely 
within, as to what the appropriation may be, as to what is in the 1958 
program. There is no understanding as to limitation? 

Secretary Douauas. There is not at this time. There is an indi- 
cated obligational limitation for 1958. The preproduction long-lead 
items that have really been, I think the subject of greatest concern, 
will be reviewed when we submit the 1959 budget. 

The method of treatment of those items and provision for them will 
be determined at that time as will the application of the preproduction 
funds in the 1958 budget. 

Senator SALTONSTALL. I mention that because you will recall Mr. 
Quarles did mention a sum there in the colloquy, I think between you 
and he, when he was here. 

Secretary Douctas. Yes. Actually, before you came in here, 
Senator, I had occasion to refer to the funds in the 1957 budget and the 
amount that it would have required to fully fund the long lead-time 
items which were contracted for under the preproduction funds. 


EFFECT OF LIMITATION ON EXPENDITURES ON PERSONNEL 


Senator SALTONSTALL. If there was any limitation on expenditures 
as opposed to new money being appropriated, new obligational au- 
thority, in the 1958 budget, how would that affect your personnel; 
if at all? 

Secretary Dovuatas. I think it is very hard to say, there is a differ- 
ence of from a billion to $1,200 million between Air Force’s estimated 
1958 expenditures in the President’s budget and our most recent esti- 
mates. 
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Now, any revision of the program downward, which might stretch 
out procurement of aircraft and other expensive items and might seek 
to reduce expenditures in other areas of Air Force activity would have 
to be studied very carefully to say what would produce a balanced 
program. 

It might well be that we would think some further reduction in 
personnel was appropriate, but I think it is impossible to state cer- 
tainly with a dollar reduction just what would be the personnel 
reduction. 

Senator SALTonsTaLL. Thank you very much. 

Senator CHAvez. Mr. Secretary, you addressed a letter to me on 
the subject matter on June 12. Would you like to have that made a 
part of the record? It is entitled secret, or would you just like to 
have the committee put it in the safe? 

Secretary Douatas. This can’t properly become part of the record. 
It is marked ‘‘Secret.’”’ That, sir, is an example of our advising the 
committee of such changes in program as have taken place since the 
presentation of the budget. 

Senator Cuavez. Now, the testimony that you have given this 
afternoon, may that be put into the record? 

Secretary Dovatas. Yes, sir. 

Senator Cuavez. But the letter which you addressed to me cannot? 

Secretary Dovuauas. That is right. 

Senator Cuavez. We still have the Air Force research and develop- 
ment. 

We are going to meet tomorrow afternoon at 2:30. 

So you gentlemen be ready at 2:30 tomorrow afternoon. 

It is our purpose also that if we get through that will be the last. 


It is my purpose to try to mark the bill probably next Wednesday. 

It will take some time to complete the details. 

Thank you, Mr. Secretary. 

Secretary Dovucuas. I very much appreciate coming before you 
this afternoon. 


RECOVERY OF CASH BY THE ARMY Stock FuND 
(See pp. 112, 113 and 151) 


During fiscal year 1957, $559 million of cash was returned to the United States 
Treasury, approximately $545 million was realized from the sale within the Federal 
Government of inventory not replaced and approximately $14 million from the 
sale of surplus stock fund property sold to the general public. 

During fiscal year 1958 it is estimated that the same amount (approximately 
$14 million) will be recovered from the sale of surplus stock fund property and 
that cash generated from sale of inventory not replaced will approximate $336 
million. 


RECOUPMENTS 


(See p. 573) 


(The following information on recoupments was supplied subsequent to the 
hearings on that subject:) 












(Thousands of dollars] 


Appropriation title 

















FISCAL YEAR 1956 





57X3100. 










Aircraft and related procurement: 
Applied to fiscal year 1956 program - -- 
Reserved for application to fiscal year 1957 program. 









Total recoupments, fiscal year 1956 
57X3200. Procurement other than aircraft __ 
57X3600. Research and development 











FISCAL YEAR 1957 


67X3100. Aircraft and related procurement: 
Actual through May 31, 1957-_ _ _- 
Anticipated additional during ‘fiscal ye: ur 1957_- 













Total estimated recoupments, fiscal year 1957__- 






. Procurement other than aircraft: 
Actual through May 31, 1957. 
Anticipated additional during ‘fiscal year 1957 










Total estimated eee, fiscal year 1957 
57X3600. Research and development 









FISCAL YEAR 1958 









57X3100. Aircraft and related procurement- 
57X3200. Procurement other than aircraft _- 
57X3600. Research and development-.-- 
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Recoupments available to finance new programs 
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Total 
recoupments 
to finance 
new 
programs 


——————— 


















Memorandum. 
For: Assistant Secretary of Defense (Comptroller). 


















































budget. 

















result from deobligations in prior year programs. 














Note.—Approximately 20 percent of recoupments result from deobligations. 


DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS, UNITED STATES 
Washington 25, D. C., June 11, 1957. 


Attention: Director, Economic and Fiscal Analysis Division. 
Subject: Recoupments Available To Finance New Programs 

1. Reference is made to your memorandum of June 7, 1957, subject: Estimated 
Recoupments. The enclosure indicates the three Air Force 
which recoupments have taken place during fiscal years 1956 and 1957 and antici- 
pated for fiscal year 1958. It should be noted that the recoupments for fiscal 
year 1956 represent actual recoupments and that in fiscal year 1957 represent 
actual recoupments through May 31, 1957, and anticipated recoupments for the 
remainder of the fiscal year. The anticipated recoupment reflected for the ‘‘Air- 
craft and related procurement” appropriation in fiscal year 1958 of $1,060.6 
million is the same amount that was reflected in the President’s 


FRANK A. 
Major General, USAF, Director of Budget, DCS/Comptroller 
(For the Chief of Staff). 


Arr Forces, 


appropriations in 


fiscal year 1958 


2. Inasmuch as the Air Force does not account for its recoupments as indicated 
on your format, ““Recoupments involving deobligation” and ‘‘Recoupments from 
unobligated program balances,” this portion of the report was not completed; 
however, it is estimated that approximately 20 percent of Air Force recoupments 


BoGaRtT, 
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DEPARTMENT OF THE Navy 


APPROPRIATIONS, 1958 


Recoupments available to finance new programs 


[In thousands of dollars] 


Appropriation title 


Total 
estimated 
recoupments 
to finance 
new pro- 


Recoup- 
ments 
involving 
deobliga- 
tions 


1539 


Recoup- 
ments from 
unobligated 

rogram 
alances 


grams 


421, 782 157, 627 264, 155 


Fiscal year 1956 
Marine Corps procurement. __-_- eb 
Aircraft and related procurement, Navy. 
Shipbuilding and conversion, Navy ‘ a 
Procurement of ordnance and ammunition, ‘Navy 
Military construction, Navy 
Military construction, NRF_. 
Research and development, Navy 





Fiscal year 1957 


Marine Corps procurement - ---- 

Aircraft and related procurement, “Navy 
Shipbuilding and conversion, Navy 

Procurement of ordnance and ammunition, Navy 
Military construction, Navy ‘ 
Military construction NRF 

Research and development, Navy 








IZ5182 18/83 


Fiscal year 1958 





Marine Corps procurement -- 

Aircraft and related procurement, Nav y 

Shipbuilding and conversion, Navy ---. epeibes 
Procurement of ordnance and aemsinition, ‘Nav y. 
Military construction, Navy 

Military construction, NRF 

Research and development, Navy 


ook 














DEPARTMENT OF THE ARMY 


Recoupments available to finance new programs 


{In thousands of dollars] 


Recoup- 
ments from 
unobligated 

program 

balances 


Total Recoup- 
estimated ments 
recoupments involving 
to finance deobliga- 

new pro- tions 
grams 


Appropriation title 








Fiscal year 1956: 
Procurement and production, Army ! 
Military construction, Army 
Military construction, Army Reserve Forces 
Construction, Alaska Communication System. 
Research and development, Army- te 
Fiscal year 1957: 
Procurement and production, Army 
Military construction, Army 
Military construction, Army Reserve Forces. 
Construction, Alaska Communication System. 
Research and development, Army-_--- oe 
Fiscal year 1958: 
Procurement and production, Army-- 
Military construction, Army ae 
Military construction, Army Reserve Forces 
Construction, Alaska c ommunication System - i ; 
Research and development, Army-.--_..----.-------------- |- 











In addition it was 
authorized the use of recoupments “‘net deobs”’ in an amount not to exceed $350,000,000. Of the $417.4 avail- 
able the Department of the Army utilized $95.7 7 for fiscal year 1956 programs with the balance of $321.7 mil- 
lion being made available for subsequent year’s programs and was so reflected in the DOD financial plan. 


1The Department of the Army was apportioned $1,928 million in fiscal year 1956. 
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CLARIFICATION OF ARMED ForcEs ROLES AND MIssIONS 


(See p. 892) 





In the fall of 1956, the Secretary of Defense made a comprehensive review of 
the roles and missions of the armed services. It was concluded that the statement 
of roles and missions recommended by the Joint Chiefs of Staff at Key West and 
Newport and approved by Secretary of Defense Forrestal, and as modified in 
1953, was still fundamentally sound and effective in implementing the intent of 
Congress as expressed in the National Security Act. It was also concluded that 
some clarification was needed with regard to how the existing roles and missions 
applied to the new weapons being developed in order to avoid unnecessary dupli- 
cation of activities and functions, and to assure that the funds made available b 
the Congress are utilized with the maximum effectiveness. Accordingly, after 
giving careful consideration to the recommendations of the Joint Chiefs of Staff 
and the opinions of other responsible officials, both military and civilian, in the 
Department of Defense, the Secretary of Defense issued a memorandum on 
November 26, 1956, clarifying five important problem areas; namely (1) use of 
aircraft by United States Army; (2) adequacy of airlift; (3) air defense; (4) Air 
Force tactical support of the Army, and (5) intermediate range ballistic missile 
(IRBM). The reasons underlying these five clarifying decisions are stated in 
the memorandum of November 26, 1956, a copy of which is attached. 


THE SECRETARY OF DEFENSE, 

Washington, November 26, 1956. 
Memorandum. 
For: Members of the Armed Forces Policy Council. 

Subject: Clarification of Roles and Missions to Improve the Effectiveness of 
Operation of the Department of Defense. 

Important changes in organization and in roles and missions are not easily 
decided upon or effected. It is not as though we were starting fresh with a clean 
sheet of paper, so to speak, or could set up a theoretically perfect organization and 
division of responsibilities between the military departments. Assignment of 
responsibilities must continue to recognize the precedents of the past and the 
availability of men and facilities for carrying out assigned missions. Problems of 
this nature would be easier to solve if there were always complete unanimity of 
opinion among all responsible executives of the Defense Department, both mili- 
tary and civilian. The very nature of the problems, however, and the varying 
background and experience of the individuals serving in responsible positions 
make some differences of opinion normal and to be expected. 

In spite of the differences of opinion which may exist, there are times when 
conditions require that changes should be made in administrative responsibilities 
and at such times decisions are mandatory. That is the situation now. 

The National Security Act of 1947 states: 


“DECLARATION OF POLICY 


“Sec. 2. In enacting this legislation, it is the intent of Congress to provide a 
comprehensive program for the future security of the United States; to provide 
for the establishment of integrated policies and procedures for the departments, 
agencies, and functions of the Government relating to the national security; to 
provide three military departments, separately administered, for the operation 
and administration of the Army, the Navy (including naval aviation and the 
United States Marine Corps), and the Air Force, with their assigned combat and 
service components; to provide for their authoritative coordination and unified 
direction under civilian control of the Secretary of Defense but not to merge them; 
to provide for the effective strategie direction of the armed forces and for their 
operation under unified control and for their integration into an efficient team of 
land, naval and air forces but not to establish a single Chief of Staff over the 
armed forces nor an armed forces general staff (but this is not to be interpreted 
as applying to the Joint Chiefs of Staff or Joint Staff).”’ 

Nine years of experience operating under the National Security Act of 1947, 
as amended, have proved the soundness of this comprehensive program for na- 
tional security. 

The statement of roles and missions recommended by the Joint Chiefs of Staff 
at Key West and Newport and approved by Secretary of Defense James Forrestal, 
and as modified in 1953, have also proved to be sound and effectively to implement 
the intent of Congress as expressed in the National Security Act. 
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No basic changes in the present roles and missions of the armed services are 
necessary but the de »velopme nt of new weapons and of new strategic concepts, 

together with the 9 years’ operating experience by the Department of Defense 
have pointed up the need for some clarification and clearer interpretation of the 
roles and missions of the armed services. We have recognized the need for a 
review of these matters and from time to time certain steps have been taken and 
we are now taking others to improve the effectiveness of our overall military 
establishment, to avoid unnecessary duplication of activities and functions, and 
to utilize most effectively the funds made available by the people through 
Congress. 

I would like to point out that clarification and interpretation of roles and 
missions does not in itself predetermine the weapons to be used by each of the 
armed services and their numbers, nor the numbers of men to be trained in various 
fields. It should be clearly understood that the approval of roles and missions 
of the armed services for guidance in peacetime does not predetermine the weapons 
or forces which a commander in the field would be permitted to use in the event of 
war. Also, the development of a weapon by a particular military department 
does not in itself predetermine its use. Such determinations rest with the Seere- 
tary of Defense after considering the recommendations of the Joint Chiefs of 
Staff and the Secretaries of the military departments. 

The recent clarification of command responsibilities for field commanders 
should be most helpful in determining weapons and forces to be employed in 
various missions and should assist the Joint Chiefs of Staff in making recommen- 
dations in this regard to the Secretary of Defense in order to determine approved 
requirements for each of the armed services. 

We have recently reviewed five important problem areas which need to be 
cleared up. The recommendations of the Joint Chiefs of Staff in regard to these 
matters have been carefully considered and their differences of opinion carefully 
weighed. In addition, I have given consideration to the opinions in these areas 
of responsible officials, both military and civilian, in the Office of the Secretary of 
Defense. These matters are being resolved as follows: 

1. Use of aircraft by United States Army 

In matters affecting the use of aircraft by the United States Army, the combat 
zone is defined as extending not more than 100 miles forward of the general line 
of contact between United States and enemy ground forces. Its extension to the 
rear of the general line of contact will be designated by the appropriate field 
commander, and normally extends back of the front lines about 100 miles. 

The Army aviation program will consist of those types of aircraft required to 
carry out the following Army functions envisaged within the combat zone: 

(a) Command, liaison, and communications. 

(b) Observation, visual and photographie reconnaissance, fire adjustment, 
and topographical survey. 

(c) Airlift of Army personnel and materiel. 

(d) Aeromedical evacuation. 

The Army aircraft program to carry out these functions will be subject to the 
following limitations: 

(a) Fixed wing aircraft, convertiplanes, and vertical/short takeoff and landing 
aircraft will have an empty weight not to exceed 5,000 pounds. Rotary wing 
aircraft will have an empty weight not to exceed 20,000 pounds. Specific excep- 
tions to weight limitations for specific aircraft for specific purposes may be granted 
by the Secretary of Defense after consideration of Army requirements and ap- 

yropriate Air Force functions and capabilities. (For example, the Secretary of 

efense has just approved the purchase by the ‘lena of five DeHavilland DHC—4 
airplanes, Twin Otter, for test and evaluation and is giving consideration to 
another project involving a plane in the development stage.) 

(6) The provision of a limited airlift capability within the Army aviation 
program shall not serve as a basis for increasing or decreasing Air Force forces 
necessary to support or protect the Army airlift forces. Provision of this limited 
airlift capability will apply only to small combat units and limited quantities of 
materiel to improve local mobility, and not to the provision of an airlift capability 
sufficient for the large-scale movement of sizable Army combat units which 
would infringe on the mission of the Air Force. 

(c) As limited Army aviation airlift capability becomes available to active 
Army Forces, provision should be made for compensating reductions in other 
forms of Army transportation designed to operate within the combat zone. 
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(d) The Army aviation program will not provide for aircraft to perform the 
following functions: 


(1) Strategic and tactical airlift. 

(a) Airlift of Army supplies, equipment, personnel and units from exterior 
points to points within Army combat zone. 

(6) Airlift for evacuation of personnel and materiel from Army combat zone, 

(c) Airlift for air movement of troops, supplies, and equipment in the initia] 
and subsequent phases of airborne operations. 

(d) Aeromedical evacuation from Air Force operating locations within the 
combat zone through Air Force casualty staging units to hospital facilities oyt- 
side combat zone, and aeromedical evacuation from an airhead or an airborne 


objective area where airborne operation includes air landed logistic support by 
Air Force. 


(2) Tactical reconnaissance. 

(3) Interdiction of the battlefield. 

(4) Close combat air support. 

(e) The Army will not maintain unilateral aviation research facilities but will 
confine itself to development and determination of specific requirements peculiar 
to Army needs, to evaluation of proposals, and to user testing of equipment. The 
Army will make maximum use of Air Force and Navy aircraft research and devel- 
opment facilities. The Air Force and the Navy will be responsive to Army needs 
in such research activities on a reimbursable basis. 

(f) The Army will use existing types of Navy, Air Force, or civilian aircraft 
when they are suitable, or may be suitably modified, to meet Army requirements, 
rather than attempt to develop and procure new types. 

With regard to the November 4, 1952, Pace-Finletter memorandum of under- 
standing, I am directing my staff to prepare an appropriate technical and detailed 
directive for coordination and issuance. Until this directive is approved, the 
memorandum of understanding will remain applicable except as_ specifically 
amended herein or by subsequent Secretary of Defense direction. 


2. Adequacy of airlift 


There has been a great deal of discussion and consideration given to the require- 
ments for the airlift of tactical units and supplies. The current composition of 
the Air Force structure has been carefully examined, and it appears that it pres- 


ently provides adequate airborne lift in the light of currently approved strategie 
concepts. 


8. Air defense 


Consideration has been given to distinguishing between Air Force and Army 
responsibility for surface-to-air guided missile systems for defense of the conti- 
nental United Siates on the basis of area defense and point defense, as well as the 
criterion of £n arbitrary range limitation. 

Area and point defense systems cannot be defined with precision. Area defense 
involves the concept of locating defense units to intercept enemy attacks remote 
from and without reference to individual vital installations, industrial complexes 
or population centers. For such a defense system to be effective, extensive 
information gathering networks, such as the semiautomatic ground environment 
(SAGE) system, are required to trace continuously the enemy attack and transmit 
and present the data in usable form for guiding the defense weapons to counter 
the attack. As applied to surface-to-air missiles, this means that area defense 
missiles, because of their more widespread sitings, will normally receive their 
guidance information from the network system rather than from acquisition and 
tracking radars located in the vicinity of the missile launching site. 

Point defense has as its purpose the defense of specified geographical areas, 
cities, and vital installations. One distinguishing feature of point defense mis- 
siles is that their guidance information is received from radars located near the 
launching sites. 

The present state of the art justifies development of point defense surface-to-air 
missile systems for use against air targets at expected altitudes out to a hori- 
zontal range of the order of 100 nautical miles. 

It must be clearly understood that the commander in chief, Continental Air 
Defense Command, who has been given the responsibility for the Air Defense of 
the continental United States, Alaska, and the United States area of responsibility 
in the Northeast, also has the authority and duty for stating his operational need 
for new or improved weapon systems and for recommending to the Joint Chiefs of 
Staff all new installations of any type. Therefore, no service shall unilaterally 
plan for additional missile installations of either category (point or area defense) 
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jn support of CINCONAD’s responsibilities until and unless they have been 
recommended by CINCONAD to the Joint Chiefs of Staff, and approved by that 
body. 

In conformance with the above: 

(a) The Army is assigned responsibility for the development, procurement, and 
manning of land-based surface-to-air missile systems for point defense. Cur- 
rently, missile systems in the point defense category are the Nike I, Nike B, and 
land-based Talos. 

(b) The Air Force is assigned responsibility for the development, procurement, 
and manning of land-based surface-to-air missile systems for area defense. Cur- 
rently, the missile system in the area defense category is the Bomarc. 

(c) The Navy, in close coordination with the Army and Air Force, is assigned 
responsibility for the development, procurement, and employment of ship-based 
air defense weapon systems for the accomplishment of its assigned functions. 

(d) The Marine Corps is authorized to adapt to its organic use, such surface-to- 
air weapons systems developed by the other services as may be required for the 
accomplishment of its assigned functions. 

(e) In overseas areas, the United States theater commander should normally 
assign responsibility for air defense to an air component commander, with appro- 
priate participation by other components. Under this arrangement, Army 
units in the combat zone should continue to be responsible for their own local 
defense, employing organic means. Other Army air defense units should carry 
out point defense missions under the air component commander. Air Force 
units should carry out the area defense missions. Special emphasis should be 
given to simplicity, flexibility, and mobility of weapon systems employed in air 
defense in overseas areas. Navy forces should continue to be responsible for their 
own air defense at sea, employing organic means. As approved by the theater 
commander, the air component commander should establish such procedures for 
coordinating Army, Navy, and Air Force air defense forces as may be required to 
carry out his responsibilities, and, in addition, should establish such detailed pro- 
cedures as are necessary for proper coordination with national air defense com- 
manders of Allied countries. 


4. Air Force tactical support of the Army 


The Army will continue its development of surface-to-surface missiles for close 
support of Army field operations with the following limitations: 

(a) That such missiles be designed and programed for use against tactical 
targets within the zone of operations, defined as extending not more than 100 
miles beyond the frontlines. As such missiles would presumably be deployed 
within the combat zone normally extending back of the frontlines about 100 miles, 
this places a range limitation of about 200 miles on the design criteria for such 
weapons. 

(b) That the tactical air support functions beyond those that can be provided 
by Army surface-to-surface missiles as above defined remain the responsibility_of 
the Air Force. 

It is evident that the tactical air forees programed for Army support should be 
reconsidered and the Joint Chiefs of Staff have been requested to furnish me with 
their recommendations for specific adjustments as to the number and types of 
planned Army guided missile and unguided rocket units and with the number of 
Air Force tactical wings which may be eliminated as a result of these decisions. 

In preparing these recommendations, the development of balanced and inter- 
related Army and Air Force tactical support forces for the accomplishment of 
overall United States national security objectives must be considered, rather than 
the development of completely independent Army and Air Force forces to ac- 
complish tactical support tasks. In developing force recommendations in this 
area, as well as for other United States military forces, it should be recognized 
that all operations in which our forces will be employed will be conducted under 
the command of the designated commanders who will have the necessary forces 
assigned to them for the conduct of their missions by higher authority. 


6. Intermediate Range Ballistic Missile (IRBM) 


In regard to the intermediate-range ballistic missiles: 

(a) Operational employment of the land-based intermediate-range ballistic 
missile system will be the sole responsibility of the United States Air Force. 

(b) Operational employment of the ship-based Intermediate Range Ballistic 
Missile system will be the sole responsibility of the United States Navy. 

(c) The United States Army will not plan at this time for the operational 
employment of the intermediate-range ballistic missile or for any other missiles 
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with ranges beyond 200 miles. This does not, however, prohibit the Army from 
making limited feasibility studies in this area._ 

(The intercontinental ballistic missile has previously been assigned for oper. 
ational employment to the U. 8. Air Force.) 

There are a number of other matters relating to research and development of 
particular weapons that will affect the choice of weapons to be used for various 
missions in the armed services. These choices can only be made after a careful 
technical review of the capabilities of the various weapons under development, 
I refer particularly to weapons systems such as the Nike and Talos and the 
multiple approach (Jupiter-Thor) to developments such as the intermediate- 
range ballistic missile. This memorandum does not attempt to answer those 
questions which can only be decided after studies now in progress are completed, 
and should not be so interpreted. 

In the meantime, these competing weapons systems will be continued with 
support from fiscal year 1957 funds until the completion of the technical evaluation 
referred to above. Budget support in fiscal year 1958 for the land-based Talos, 
as required, will be provided by the United States Army. Budget support in 
fiseal year 1958 for the land-based intermediate-range ballistic missile program, as 
required, will be provided by the United States Air Force. 

In view of the great interest in these matters in the Congress, copies of this 
memorandum are being sent to the appropriate congressional committees. In 
addition, in order that there can be full understanding of these decisions within 
the military departments and by the public, copies of this memorandum are being 
made available to the press. 


C. E. Witson, 


Arr Force CoMMERCIAL AIRLIFT CONTRACT 


The Air Force commercial airlift contract CAT.in the Far East is used for the 
movement of cargo and passengers for agencies of the Department of Defense. 
The CAT contract is monitored and budgeted for by the Air Force as a common 
service (nonreimbursable) for the agencies of the Department of Defense. The 
total contract with CAT of $2,323,200 is utilized approximately 65 percent by 
the Air Force, 30 percent by the Army, and 5 percent by the Navy. Under the 
terms of this contract there is no airlift provided to agencies outside the Depart- 
ment of Defense. There are no commercial contracts administered by the Air 
Force in the Far East on which cargo or passengers are carried for ICA on a 
reimbursable basis. However, the Air Force has contracted for commercial airlift 
for the Hungarian refugee program in the amount of $968,954 for which reimburse- 
ments are anticipated. 


True 2. 1957) 
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DEPARTMENT OF DEFENSE UTILIZATION OF COMMERCIAL AIR TRANSPORTATION 
SERVICES 


(See p. 1414) 


It is the policy of the Department of Defense to utilize the services of com. 
mercial transportation to the fullest extent possible whenever they are more 
economical. In evaluating comparative costs of transportation, the Depart- 
ment’s policy is to recognize the element of time savings as an important factor, 

Basic policies with regard to transportation are contained in the Department 
of Defense Directive No. 4500.9, dated January 6, 1956, General Transportation 
and Traffic Management Policies. Paragraphs C and D pertain specifically to 
the expressed desire of the Senate Appropriations Committee on this matter as 
expressed in the committee’s Report No. 2260 on the Department of Defense 
appropriation bill, 1957. These paragraphs read as follows: 

““C, Commercial transportation service will be employed for the movement of 
personnel or things when such service is available or readily obtainable and 
satisfactorily capable of meeting military requirements. 

“PD. Administrative procedures will be frequently reexamined and perfected 
so as to employ on a routine basis each form of transportation in such & manner 
as to recognize its inherent advantages. Such review shall include, among other 
things, the following considerations: 

‘1. In the movement of personnel, the utilization of the productive time 
of men being transported, and 

‘2. In the movement of things, the conservation of stocks through reduc- 
tion of pipeline and storage requirements and the better utilization of critical 
and controlled items.” 

As the result of the Department’s increased emphasis on the use of commercial 
air transportation services, the value of commercial air transportation procured 
has increased from less than $100 million in fiscal year 1954 to almost $220 million 
in fiscal year 1957 and is expected to exceed $245 million in fiscal year 1958, 
The present level is substantially more than the volume of air transportation 
services procured by the Department of Defense in the peak year of the Korean 
war. The details, by services, are shown in the attached table. 


Estimated cost of commercial air transportation procured by the military departments, 
fiscal years 1951-58 





Department 
Fiscal year of Defense Air Force,! | Navy,? total | Army,' total 
total total 








Nii ek pss ara eres ai to nek vem ana in an  aa $103, 495, 481 $75, 486, 000 $7, 997, 452 $20, 012, 029 
ti iiactetescadacnennonemnsiaannaahabcacct’ ae 74, 573, 000 9, 969, 395 36, 795, 418 
swe piihinwn io ine mnigietee a amiliomgallbe icin 147, 754, 553 81, 224, 000 10, 509, 697 56, 020, 856 
dope css a Winiint etihent mais bdswininleaennitd 96, 638, 539 34, 756, 000 11, 369, 190 50, 513, 349 
i ickiernndrinensieesentsihpnanheusebagakng 100, 238. 983 16, 444, 000 12, 593, 961 71, 201, 022 
dig acainichssanerncanhebonswhnbvenmeead 170, 575, 913 64, 179, 000 20, 314, 430 86, 082, 483 
PE iibikpbndactseewarn cabs ndnawtahanaearage 219, 426, 730 84, 374, 000 22, 052, 730 113, 000, 000 
RO COON E) oo. cn cs ccccaudinncsscemeapuana 245, 388, 000 107, 578, 000 22, 810, 000 115, 000, 000 





1 Beginning with fiscal year 1955, the amounts shown include transportation costs for air mail, but exclude 
air express. Air Force data include the cost of contract airlift procured by the Air Force for the Army since 
Oct. 1, 1955. 

2 Navy data include the Marine Corps for all periods except fiscal year 1951, which is not available. 

3 The data shown for Army represent the estimated dollar amounts paid each year for commercial air 
transportation on bills of lading and transportation requests by the Army Finance Center, Indianapolis, 
for both the Army and Air Force. 
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DEPARTMENT OF DEFENSE 
Aircraft utilized for the transportation of passengers 


(See p. 1121.) 


Military Air Transport Navy fleet logistic air 
Service ! wings ? 

Type and model 

Number Average Number Average 

of planes hours per day} of planes hours per day 

utilization utilization 


— 


I, Utilized solely for passengers. ---..-......- é 











Il. Utilized interchangeably for passengers, 
cargo and patients 





C-118 
C-121 
)-97 




















1 Estimated as of June 30, 1957. 
2 As of Mar. 31, 1957 
3 Overall. 


Senator CHavez. We will be in recess until 2:30 tomorrow after- 
noon. 

(Thereupon at 4:55 p. m., Thursday, June ~ 1957, the subcom- 
mittee was recessed, to reconvene at 2:30 p. m., Friday, June 21, 
1957.) 
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FRIDAY, JUNE 21, 1957 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Vashington, D. C. 

The subcommittee met at 2 p. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Dennis Chavez, chairman of the subcom- 
mittee, presiding. 

Present: Senators Chavez, Hayden, Ellender, Robertson, Stennis, 
Saltonstall, and Symington. 


DEPARTMENT OF THE ARMY 


OPERATION AND MAINTENANCE 


STATEMENTS OF HON. WILBER M. BRUCKER, SECRETARY OF 
THE ARMY, AND GENERAL M. D. TAYLOR, CHIEF OF STAFF, 
UNITED STATES ARMY 


RESTORATIONS REQUESTED 


Senator CHavez. The committee will come to order. 

Mr. Secretary, if you have any further comments to make on the 
pending matter we will be very glad to hear you. 

Secretary Brucker. Mr. Chairman, Senator Ellender, members of 
the committee, I thank you for giving me the opportunity to come 
back to summarize the Army’s position on our request for restoring 
portions that have been taken out of the Army’s budget by the House. 
I have asked General Taylor to come with me, not that we desire to 
consume your time but rather to conserve it and summarize the things 
that appeal to us. 

I refer first to the fact that the portion of the Army’s budget that is 
related to its operation and maintenance is a matter that particularly 
concerns us. That is the day by day living cost of the Army. That 
goes to the very heart of the soldier, the enlisted man; it goes to the 
very heart of the keeping up of our physical plant and equipment. 
We would like to make just a few remarks about it and ask you to 
bear them in mind. Then whatever result you arrive at, after taking it 
into consideration, we shall be happy to abide by it. 


ORIGINAL REQUEST 


When this operation and maintenance budget was first gotten 
together by the Army, the Army program directors asked for $3.9 
billion on a program basis, which is the regular method by which the 
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Army derives and computes its plans and operations and its programs 
for the coming year. 


Then that amount of $3.9 billion was scaled down by the time it left 
the Chief of Staff’s office and my office to $3,678 million. In other 
words, we did a job on it, first by taking out of it everything that we 
could possibly take out in the interest of cooperating in this era. 

Senator CHavez. Was that before you submitted the figures to 
the Department? 


BUDGET REDUCTIONS 


Secretary Brucker. That is right, before we submitted the figures 
to the Department of Defense. General Taylor and I reviewed it. We 
hated to take out some of the things that we knew would be of benefit 
to the service, would help our plant and equipment, but we felt in 
view of the balance overall that we should do it. And I concurred 
and sent it to the Department of Defense but urging every dollar 
of that $3,678 million be kept in. Then the Department of Defense 
and the Bureau of the Budget worked on it and they took off $278 
million more and brought it down to $3.4 billion. Then when the 
House operated on it they took off another $150 million. So that the 
resultant figure that we have at the present time of $3,250 million, as 
it comes to you, is a differential of $650 million in operation and main- 
tenance below the program that the Army computed as its requirements, 
It is the sum total of $278 million and $150 million below that which 
the Department of the Army submitted to the Department of Defense, 

Senator CHavez. Mr. Secretary, O. and M. is operation and 
maintenance? 

Secretary Brucker. That is right. 

Senator CHavez. Generally housekeeping? 

Secretary Brucker. That is it. It is far more than housekeeping. 
It has with it the training functions, the maintenance of special 
service or special purpose vehicles, all the things that concern repair, 
rehabilitation, training load of the reserves, triining load of the 
National Guard, all these are in this general operation and main- 
tenance budget. 
EFFECT OF REDUCTIONS ON RESERVES AND NATIONAL GUARD 
Senator Cuavez. What happens to the Reserves and the National 
Guard if you do not have an adequate O and M fund? 

Secretary Brucker. That is a very fine question. While we have 
funds to pay the National Guard and to pay the Reserves, we will 
not have the funds to pay for the training program, the ordinary 
housekeeping, the consumable supplies, lodging, everything that we 
have to have to keep that program going. During the last 9 months 
we bave been so successful in our reserve program that we have 
built it up to the. place where there will probably be a waiting list in 
the end. Now we have everything ready to go except the where- 
withal in operation and maintenance to make sure that that program 
can be supported. 

Then taking another step, from the standpoint of these special pur- 
pose vehicles—now I appreciate that is a general term but what 
I mean is this: these large special types of vehicles that haul the 
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guided missiles, the launchers for them, and all these special pur- 
pose vehicle type, those are things that we have to have—mainte- 
nance, of course, and special maintenance for them. It is not a case 
of taking a truck and cannibalizing its parts to use to help on another 
truck. ‘This is special purpose material. We have to have all the 
equipment, the parts, and the things that go in it. If we do not, 
a $50,000 vehicle lies idle while we are waiting to get money for the 
purpose of repairing it. 


IMPORTANCE OF ITEM 


I feel that it is only my duty as Secretary to come over here and to 
tell the committee the serious concern I have about those portions of 
the budget reductions. Here where General Palmer, the Vice Chief of 
Staff, who analyzed it for us and brought a report on it, said it is so 
serious that we really will have some of this material deadlined wait- 
ing for repairs instead of being in the hands of troops, or being able 
to be handled. When a man like the Vice Chief of Staff has been 
concerned that much about it, General Taylor and I are greatly con- 
8 about that phase of operation and maintenance as well as the 
other. 

Senator CHavez. We appreciate what you have in mind. We are 
concerned and realize the importance of that item. 

Suppose you tell us about the dollars and cents aspect of it, how it 
will affect you. 

Secretary Brucker. It will affect us this way, Mr. Chairman 

Senator Cuavez. Taking the House action and what you think 
this committee should do. 





NATIONAL GUARD STRENGTH 


Senator Rosertson. If I may say, you start with the National 
Guard. I am glad that it is going so well. I want to know the 
absolute minimum that you would require to carry the guard pro- 
gram forward. We want it in dollars and cents. 

Secretary Brucker. Senator, in that guard program we were 
questioned the day before yesterday by a subcommittee as to why 
and what we were going to do about the 400,000 strength for the 
National Guard. We replied, that as to the $89 million that would 
be necessary for that purpose, we had sent a request to the Secretary 
of Defense asking him to add that amount to the budget for the 
reason; not that we underestimated it but that this all arose after 
the budget was submitted in January. Namely, the hearing that 
occurred with respect to the National Guard, and the agreement 
that was arrived at by both parties fairly that they would have 
400,000 paid drill strength and that we maar continue that strength. 


That came after the budget was submitted. We had no opportunity 
of knowing in advance that that was going to occur. We have not 
heard from the Department of Defense—we will soon—but unless 
that money is forthcoming; that is money in addition to the restora- 
tion that I am talking about here—that requirement has occurred 
because of our necessity to support the guard, and we want to do it. 
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ARMY RESERVE 


The United States Army Reserve is in the same position. The 
operations and maintenance budget supports the field operations as 
far as the housekeeping end is concerned, of both the guard and the 
United States Army Reserve. Unless we have sufficient of these 
funds, we are not going to be able to do that job with the increase 


that has occurred in both the guard and the United States Army 
Reserve. 


REDUCTION BY BUREAU 


Senator ELLENDER. Mr. Brucker, to what extent were the funds 
cut by the Bureau of the Budget? 

Secretary Brucker. When the Budget Bureau got it, they cut it 
$278 million. 

Senator ELLENDER. How much of that will you deduct from the 
guard fund? 
perenne Brucker. We are not going to deduct anything from 
that. 

Senator ELLENDER. What did you curtail when your funds were 
reduced by the Bureau of the Budget? 

Secretary Brucker. That was an overall cut just the way the 
House cut the $150 million off. 

Senator ELLeENpER. When you presented your request to the Bureau 
of the Budget, what portion of the $278 million was requested for 
the National Guard? 

Secretary Brucker. I can’t identify the amount here. It was a 
part of it. 

Senator ELLeNpeErR. If you cannot identify the Bureau of the Budget 
cut, how are you able to identify specifically the House reduction? 
You made the assignment on your own; did you not? 

Secretary Brucker. We said this. It is in the overall. 

Senator ELLENDER. Why do you stress the effect of the House cut 
on the National Guard before this committee, when you did not 
do it at the time the $278 million was made by the Bureau of the 
Budget? 

Secretary Brucker. We have stressed that, sir. 

Senator ELLENDER. But you can not tell us how much you had to 
cut back the guard when the $278 million reduction was made. 

Secretary Brucker. It does not affect it that way. It does not 
operate that way. They give us a figure for a housekeeping budget 
to do a job. The figure we come up with here now is $3,250 million 
as cut $150 million in the House. 

Senator ELLENpDER. That is the amount you had left after the cut. 

Secretary Brucker. After the cut. What I am trying to say, sir, 
is that since we put it in the budget the first time and that was last 
fall, and it went right into a budget that was sent here in January— 
that this Reserve affair has gone so well by reason, first, of the agree- 
ment with the guard, secondly our own efforts to increase these 6- 
month trainees, and so on, that that effort has very greatly sprouted 
since then over and above the expectation at that time. And we were 
as careful as we could be. 


OF THE BUDGET 
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Senator ELLENDER. Was that same presentation made to the 
Budget Bureau? 

Secretary Brucker. No; the Budget Bureau got it back in October 
or November. That was last year. What I am trying to say is that 
we have had the problem of the Reserve since February when the 
agreement was made with the National Guard and the committee 
of the House that resulted in the 400,000 strength. 

Now I would like to add this: What particularly binds us, too, is 
the fact that we have $306 million more this year to crank into opera- 
tion and maintenance than we had before because of the requirements 
that are necessary to take care of those things which the Army has to 
do in order to provide—which I laid out in my original testimony—in 
order to provide $306 million more, such as civil service retirement, 
dependent medical care, increased reserve component program, trans- 
fer of Army aviation funds and MSTS and railroad rate increases. 

Senator ELLENDER. That presentation was made to the Budget 
Bureau when they cut you back by $278 million? 

Secretary Brucker. That is right. 

Senator ELLENDER. Notwithstanding your presentation, they re- 
duced you $278 million? 

Secretary Brucker. That is correct. 


BUDGET FORMULATION 


Senator CHavez. Let us have the mechanics of how you proceed 
with your budget. You determine vour budget items as you see them 
in this instance? 

Secretary Brucker. That is right. 

Senator CHavez. You work with them within the Department 
first? 

Secretary Brucker. To the Department of Defense. I walk 
down there. 

Senator CHavez. What do they do? 

Secretary Brucker. They looked it over and got the Bureau of the 
Budget— 

Senator Cuavez. Let us not get to the Bureau of the Budget until 
we find out the action taken by the Defense Department itself. 

Secretary Brucker. They both operated together and they wound 
up with $3.4 billion as their final figure. 

Senator Cuavez. How did that compare with your original request? 

Secretary Brucker. It reduced it by $278 million and that had 
already been trimmed from $3.9 billion where I had gotten the 
program. 

Now with respect to the $150 million that the House chopped off, 
which is a round figure, my point relates to the things that we cannot 
do because of the fact that on one side we have $306 million more to 
take care of than we had before, and the fact that there has been a 
chopping of this budget twice before the House got it. Now we are 
coming to have it restored. 

Senator Cuavez. You are talking about the operation and main- 
tenance appropriation? 

Secretary Brucker. That is right. 
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COMMENT OF HOUSE COMMITTEE CHAIRMAN 


Senator Rosertson. I would like the Secretary to comment on 
the statement made by the chairman of the House committee who 
said in effect that maybe we have cut some items below what the 
immediate needs would be but all of the agencies have so much 
previously appropriated and unobligated funds they should have no 
difficulty whatever in having all the money they need for the coming 
fiscal year. 

Secretary Brucker. That was a matter in which the subcommittee 
of the Army of that committee—both party’s representatives on 
that committee—unanimously said that the House had cut the 
operation and the maintenance of the Army too deeply. They unan- 
imously worked to restore $80 million of the $150 million. That 
was the action the subcommittee took at that time on the matter. 

Senator Rospertson. Who was going to get the $80 million if you 
got it? 

Secretary Brucker. The $80 million was to be restored for all 
these general purposes we have in the operation and maintenance 
appropriation. 

Senator Ropertson. I am sort of like Senator Ellender. You first 
had an overall cut by the Budget Bureau out of $3 billion plus of 
$278 million, and then you got $150 million. How did this finally 
become saddled on the National Guard? 

Secretary Brucker. It is not saddled on the National Guard as 
such, as I tried to say. The $89 million we have just been talking 
about is an additional amount to bring National Guard up to strength, 
and is not specifically related to the $150 million of restoration I 
spoke of initially. 

Senator ELtenper. But the point I tried to make was that you are 
trying to put it in now. Why can’t you spread it around? 

Secretary Brucker. I am not trying to put it on the National 
Guard. I am saying that the money will not be there for the purpose 
of doing the job we want for the Reserve activities including the 
National Guard, and the United States Army Reserve, because there 
is not sufficient money to go around with $150 million off the amount 
to which the Bureau of the Budget had cut it. 

Senator ELttenper. Of course this “Operation and maintenance” 
appropriation is a year to year appropriation. 

Secretary Brucker. That is correct. 

(At this point, the committee proceeded in executive session to 
adjournment at 4:45 p. m., Friday, June 21, 1957.) 






SALARIES AND EXPENSES, OFFICE OF SECRETARY OF DEFENSE 





Program and financing 


| 


| 
| Actual, 1956 | Estimate, Estimate, 
1957 1958 






ar ‘ . . | | 
Program by activities: Direction and coordination of defense | | 

activities (total obligations) - - - | $12,992,982 | $14,500,000 | $16, 700,000 
Financing: Unobligated balance no longer available mao 26, 018 | 





Appropriation -~___-_-- aed cae leis niaidatole | 13,019,000 | = 14, “500, 000° | “16, 700, 000 
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STATEMENT oF J. R. Lortis, Director, Orrice oF ADMINISTRATIVE SERVICES, IN 
CONNECTION WITH ESTIMATES FOR THE APPROPRIATION, ‘SALARIES AND 
EXPENSES, OFFICE OF SECRETARY OF DEFENSE,” FOR THE FiscaL YEAR 1958 


Mr. Chairman and members of the committee, no restoration is requested of 
the amount reduced by the House for the appropriation ‘Salaries and expenses, 
Office of Secretary of Defense.”’ This appropriation provides the funds for the 
civilian personnel and other necessary support for both civilian and military 
personnel required by the Secretary and Deputy Secretary of Defense, the Joint 
Chiefs of Staff, the Assistant Secretaries of Defense and the General Counsel in 
carrying out their assigned responsibilities. 

A variety of factors have contributed to a substantial increase in the workload 
on the Office of the Secretary of Defense. New and rapidly changing develop- 
ments in the international picture have presented a multiplicity of issues requiring 
daily consideration of the Secretary and his principal staff advisers. Other 
factors include the introduction of new weapons and weapons systems resulting 
in a reevaluation and adjustment in roles, missions, organization, and training 
concepts. 

Significant emphasis is continuing on the complex problems involved in main- 
taining, supporting and improving the forces and equipment required in the face 
of increasing inflationary trends, and on expediting programs required to maintain 
a technological superiority. 

Considerable progress has been made this past year in streamlining procedures 
and improving the organization of the Office of the Secretary of Defense. For 
example, the legislative liaison and program coordination and processing functions 
have been realined and simplified. Similarly, the engineering functions have 
been consolidated with the research and development functions. In these areas 
alone it estimated that a more effective job can be done with perhaps 40 or 50 
fewer personnel required. 

Actions to improve the organization and procedures in the Office of the Secretary 
of Defense are continuing. It is by such means as this, that the continuing heavy 
workload has been handled with fewer personnel. 

At the same time the Office is faced from time to time with new functions which 
were not contemplated when the budget estimates were formulated. In this 
connection, after several weeks of intensive study, a group appointed for this 

urpose by the Secretary of Defense, concluded, among other things, that the 

epartment of Defense needed a more aggressive program for declassifying and 
releasing to the public information no longer requiring the security classification 
initially assigned. This program will be developed and supervised by a small 
group in the Office of the Secretary of Defense. The personnel and financial 
support for this new function, while not anticipated in this budget request, 
represent an additional consideration in programing the appropriation approved 
this year. 

The major item of expense in this appropriation is for the salaries of civilian 
personnel. In the past 4 years the civilian staff, as well as the military personnel 
assigned, have been progressively reduced over 27 percent from 1,876 civilian 
and 726 military at the beginning of 1953 to 1,313 civilian and 587 military at the 
end of 1956. This is reflected in the estimates in a steadily declining payroll which 
for the fiscal year 1953 was $11.4 millions and for the current fiscal year will run 
approximately $10.2 millions. During this same period unit costs have increased 
as a result of a 7.5 percent pay increase and an increase in the number of higher 
grade positions, 

We are making every effort to reduce further the payroll in the face of ever- 
increasing costs. A program to achieve a gradual 12-percent reduction over this 
next year has been initiated and should result in a net savings of approximately 
$352,800. This amount has already been taken out of the appropriation request 
by the House committee. On the other hand, increased costs, such as the 
Executive Pay Act, additional professional and scientific positions, and automatic 
within-grade salary adjustments will add approximately $302,000 to the payroll 
next year. 

In addition to the reduction in civilian personal services, the House committee 
has recommended a reduction of $447,200 in the estimate of additional funds 
required for weapons analysis and evaluation. 

Substantial progress has been made in improving the capability of the Weapons 
Systems Evaluation Group to provide the Secretary of Defense and the Joint 

Chiefs of Staff with an independent and objective analysis of weapons and weapons 
systems. Last year the Congress provided $2.4 millions to augment the staff of 
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civilian analysts in this group. By the first of this year approximately 60 of the 
planned strength of 100 analysts had been employed. 

The appropriation initially requested included $3.0 millions to support this 
program in the fiscal year 1958. The reduction of $447,200 in this item made 
by the House committee leaves approximately $2.6 millions for these purposes, 
Since the group has not been able to obtain as many analysts as are needed as 
rapidly as originally anticipated, the $2.6 millions as reeommended by the House 
committee appears adequate at this time. 

We do not propose to request restoration of the amounts deleted by the House. 
Thus, the funds which are now estimated to be required are $15.9 millions or 
$1.4 millions more than the funds provided this year. The additional funds are 
needed to provide $658,000 for the Government’s contribution to the civil service 
retirement fund; $302,000 for increased pay rates and other costs as authorized 
by law; and $451,000 for weapons analysis and evaluation. 

In summary, the request for the Office of the Secretary of Defense for the fiscal 
vear 1958 will maintain about the same level for these activities as was authorized 
last year. It is believed that the $15.9 millions is the minimum necessary to 
carry out the assigned responsibilities. 


SALARIES AND EXPENSES, OFFICE OF PUBLIC AFFAIRS, DEPARTMENT OF 
DEFENSE 


Program and financing 


| Actual, 1956 | Estimate, Estimate, 
1957 1958 



















Program by activities: Public information (total obligations) $442, 455 $450, 000 $475, 000 
Financing: Unobligated balance no longer available | 5, 045 
Appropriation - - s a | 447, 500 450, 000 475, 000 


STATEMENT oF J. R. Lortis, Drrector, OrricE or ADMINISTRATIVE SERVICES 
IN CONNECTION WITH ESTIMATES FOR THE APPROPRIATION ‘“‘SALARIES AND 
EXPENSES, OFFICE OF PuBLIc AFFAIRS, DEPARTMENT OF DEFENSE” FOR THE 
FiscaL YEAR 1958 


Mr. Chairman and members of the committee, no restoration is requested of the 
amount reduced by the House for the appropriation “Salaries and expenses, 
Office of Public Affairs, Department of Defense’’ which provides funds for the 
civilian personnel and other necessary support for the Office of Publie Affairs. 

The Department of Defense requested $475,000 with which to operate the 
Office of Public Affairs during fiscal year 1958. This amount represented an 
increase of $25,000 over the sum appropriated for the current fiscal year, which 
additional amount was to cover contributions to the civil service retirement fund. 
The House of Representatives has reduced the request in the amount of $25,000. 

The resolution of the many policy matters relating to public information 
activities in the Department at the national level is accomplished by the Public 
Information Coordinating Council. Here, at least once a week, the chiefs of 
information of the Army, Navy, Air Force, and Marines, or their deputies meet 
with the Deputy for Public Affairs who is the Chairman of the Council, to discuss 
together mutual problems and to arrive at mutually agreeable solutions wherever 
possible. 

The Office of Public Affairs divides its work in three general categories: Public 
information, special activities, and security review. 

Information to the public through all media stems from the pressroom manned 
24 hours a day, in which are the separate service desks, coordinated by the Director 
of Public Information. 

The Pictorial, Radio-TV, and Magazine and Book Branches handle the multi- 
tude of requests from motion picture producers, photographers, national networks, 
as well as local broadeasters, editors, publishers, commentators and correspond- 
ents. The workload in the Office of Public Information is extremely heavy and 
continuous. 
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Requests from public officials, Congress, public as well as national organizations, 
for bands, troops, aircraft, and exhibits, fall into the special activities category. 
Here also, the speaker’s branch arranges for speakers, and prepares speech 
material by request. Conferences of all types as well are organized for the 
briefing of civilians such as, for example, the semiannual Joint Civilian Orienta- 
tion Conference, made up of some 75 business and professional leaders selected 
countrywide, who receive a thorough knowledge of defense problems over the 
10-day period of the conference. 

The Department of Defense recognizes that the public should have all the 
information that can be released within the bounds of national security. The 
nature of the world we live in, however, with its expanding technological develop- 
ment of new weapons and new weapons systems, places an increased responsibility 
on security review. We are doing everything we can to provide a free flow of 
information to the general public, at the same time being vigilant to protect the 
security of the United States. 

Most of the work in all of these areas is done as the result of requests from 
private citizens, from newspapers and periodicals, from Members of Congress,and 
many other outside sources. The rest stems from carrying out the Department 
of Defense’s own affirmative obligation to keep the public informed as to its 
activities. This is a service organization—it serves the Congress, it serves the 
news media, it serves the public. We think it important that the publie be fully 
informed about Defense activities. The Secretary of Defense holds frequent open 
conferences at which he has not only answered questions, but has also made 
known his thoughts on certain ideas and problems without being asked. 

The Office of Public Affairs is making every effort, consistent with national 
security, to assure a free and complete flow of information, in order that the 
American people may continue to be the most informed about the activities of 
the Defense Department. They are doing this with a staff of 55 civilian employees 
and 48 military personnel assigned. To what extent the functions of this Office 
will have to be curtailed or modified, as a result of the action of the House of 
Representatives in reducing the requested amount in the sum of $25,000, cannot 
be determined at this time. 





CLAIMS, DEPARTMENT OF DEFENSE 


Program and financing 





Actual 1956 | Estimate iad Estimate 1958 


$4, 478, 795 | | $5, 250, 000 $5, 515, 000 





Program by activities: 
1. Personnel claims ------ 





ies | 
a 
| 





2. Tort claims ‘ aa 11, 549, 965 10, 685, 000 | 8, 470, 000 
3. Admiralty claims. - -- 625, 378 430, 000 | 930, 000 
4. Other miscellaneous claims 13, 777 35, 000 35. 000 
Total obligations 16, 667, 915. 16, 400, 000 4, 950, 000 
Financing: 
Comparative transfers from (—) other accounts_-___-- : —7, 965, 000 — 5, 400, 000 
Unobligated balance no longer available - - - - 3, 227, 085 
Deena a is tcc c owtecian ia a 11, 930,000 | 11, 000, 000 | 14, 950, 000 


STATEMENT oF Lr. Cot. SUMNER FREEDLAND, CLAIMS LIAISON OFFICER, OFFICE 
or JupGe ApvocaTE GENERAL, DEPARTMENT OF THE ARMY, IN CONNECTION 
Wirn Estimates FOR THE APPROPRIATION ‘‘CLAIMS, DEPARTMENT OF DEFENSE” 
FOR THE FiscaL YEAR 1958 


Mr. Chairman and members of the committee, no restoration is requested of 
the amount reduced by the House for the appropriation ‘‘Claims, Department of 
Defense.’ This appropriation provides funds for the payment, as authorized 
by law, of all noncontractual claims against the Department of Defense. The 
estimate represents the consolidated requirements of the Office of the Secretary 
of Defense and the Departments of the Army, Navy, and Air Force for this 
purpose. The various types of claims authorized to be paid from this appro- 
priation have been grouped into four major categories—namely, personnel claims, 





tort claims, admiralty claims and miscellaneous claims. 
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The nature of the purposes for which these funds are provided makes it difficult 
to predict with any degree of accuracy and very far in advance the amounts which 
will actually be required. There are, however, certain general factors or indicatorg 
which, from past experience, we can use as broad guidelines to arrive at an 
approximation of these amounts. 

In developing the estimates for fiscal year 1958 consideration was given to q 
variety of factors or indicators which influence the amounts required for payments 
of claims under this appropriation. These include: 

The overall size of the Military Establishment. 
The number of personnel in activities overseas. 
The number of troop movements. 

Maneuvers and training activities. 

Reports of accidents and losses. 

Pending cases under consideration. 

Experience data for each type of claim. 

Each of these factors was considered in light of the fact that, while the average 
administrative claim is paid within a year from the date of occurrence, many of 
the pertinent statutes permit submission of the claims up to 2 years from the 
date of occurrence. Compromise settlements of our large claims, such as admiralty 
and cases handled by the Attorney General often require 4 to 6 years after the 
date of the incident to effect final settlement. 

All payments made under this appropriation are authorized by various statutes 
governing the settlement of claims or by the language of this appropriation, 
Funds not required for these purposes revert to the Treasury. No provision is 
made for any of the administrative costs or personnel required to process the 
claims under this appropriation. 

The amount recommended by the House Committee on Appropriations and 
approved by the House is $2,950,000 less than the original estimate for claims. 

his reduction was effected on the assumption that the Federal Republic of 
Germany will continue deutschemark support for foreign tort claims in Germany, 
Previously deutschemark support has been utilized for foreign tort claims in 
Germany. Negotiations for continued deutschemark support are now underway 
between the United States and the Federal Republic of Germany. Accordingly, 
we are not asking for restoration of the House reduction at this time. 

The amount approved by the House should be adequate if $2,950,000 in 
deutschemark support is made available for foreign tort claims in Germany. 
However, if all other factors remain substantially as we have estimated and 
deutschemark support is not made available, we would appreciate an opportunity 
to again discuss our needs with the committee in a supplemental request if the 
amount approved by the House proves insufficient. 


CONTINGENCIES, DEPARTMENT OF DEFENSE 





Program and financing 





| 1956 actual | 987 estimate | 1958 estimate 
liveaiahetlassinitindmasenios igure nae ee aipaeiea aeneecae sideapecsicaitanicetianbiaeiciigeiammmn 


Program by activities: Emergency and extraordinary expenses 














(total obligations) __- $14, 128, 787 $32, 500, 000 $32, 500, 000 
Financing: Unobligated balance no longer available____- ----| 25,871, 213 | | a 





I eae | 40, 000, 000 | 82, 500, 000 | 32, 500, 000 


STATEMENT OF Hon. W. J. McNett, Assistant SECRETARY OF DEFENSE (CompP- 
TROLLER), IN CONNECTION WitH EsTIMATES FOR THE APPROPRIATION ‘‘CON- 
TINGENCIES, DEPARTMENT OF DEFENSE” FOR THE FiscaL YEAR 1958 


Mr. Chairman and members of the committee, no restoration is requested of the 
amount reduced by the House for the appropriation, ‘Contingencies, Department 
of Defense,”’ for fiscal year 1958. 

The purpose of this appropriation is to provide the Secretary of Defense with 
funds necessary to meet emergency and extraordinary conditions involving the 
national security. The Secretary authorizes the use of these funds when he 
deems appropriate, and such expenditures may be accounted for solely on his 
certificate that they are necessary for confidential military purposes. If the 
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details of the projects for which these funds may be used could be determined 
at this time, provision would be made for them in the regular appropriation 
accounts of the military departments. Experience has shown, however, that 
conditions arise which could not either be predicted or determined in advance. 

The use of these funds is very carefully scrutinized. Anything that can be 
appropriately provided from the regular accounts is funded in the normal manner. 
Only those extraordinary and unusual items which cannot be foretold are funded 
from this appropriation, and only upon the determination of the Secretary of 
Defense. he committee has been kept currently informed as to the status 
of these funds, and this practice will continue. 

It is believed that the $30 million approved by the House represents the mini- 
mum amount which may be required by the Secretary to meet any contingencies 
or extraordinary-type situations that may arise in fiscal year 1958. 





EMERGENCY FUND, DEPARTMENT OF DEFENSE 


Program and financing 


Actual, 1956 | Estimate, Estimate, 
| 1957 1958 


Program by activities: Research and development contingen- 


nT OO eID on GSih «Sib. cnadtigacueounsuennenmnd kanabeweceeus $67, 777, 500 $85, 000, 000 
Financing: 
Unobligated balance transferred to— 
**Research and development, Army’”’ (69 Stat. 302)....| $10,000,000 |.............-].--..-.--..-.. 
“Research and development, Navy” (70 Stat. 456)_...).............. Fe GESOED Unteenenacuaenn 


Unobligated balance transferred from— 
“Procurement and production, Army” (69 Stat. 302)__| —10, 000, 000 





“Construction of ships, Navy”’ (70 Stat. 456)_.........]--....-.-.--_- PGES leccckccccumeae 
Unobligated balance no longer available. -............-.-- SPS Inicktctctunasiclasemnseamamen 
Appropriation (adjusted) -....................---.-..-.. | 271, 000 67, 777, 500 85, 000, 000 


STATEMENT OF Hon. W. J. McNett, Assistant SECRETARY OF DEFENSE 
(COMPTROLLER), IN CONNECTION WITH ESTIMATES FOR THE APPROPRIATION 
“EMERGENCY FuNb, DEPARTMENT OF DEFENSE” FOR THE FiscaL YEAR 1958 


Mr. Chairman and members of the committee, the House approved the full 
amount of the budget estimate for the appropriation, ‘‘Emergency fund, Depart- 
ment of Defense,’’ which provides the Secretary of Defense with funds to meet 
unforeseen research and development needs that are of such urgency that funding 
is deemed necessary before the next appropriation becomes available, and which 
cannot be financed through reprograming of existing funds. 

Because of the very nature of research and development, progress in individual 
projects cannot be forecast with any great degree of certainty. From time to 
time, an unexpected breakthrough is achieved or an entirely new and unantici- 
pated requirement arises. These technological breakthroughs can be of tre- 
mendous importance and, in the interest of national defense, should be exploited 
promptly. 

The service research and development programs are reviewed and balanced 
each year in an effort to assure that the funds provided cover those projects con- 
sidered to be of highest priority. New requirements can only be satisfied at the 
expense of existing projects, and it is not always possible to find projects which 
can prudently be eliminated or reduced without disrupting existing programs. 

The emergency fund has been employed in recent years in order to make possible 
the prompt exploitation of sudden technological breakthroughs, while at the same 
time avoiding the disruption of the current research and development programs. 
This fund is financed by direct appropriations to the Secretary of Defense and, in 
addition, since fiscal year 1956 there has been authority to transfer from other 
available Defense Department appropriations. It provides the Department of 
Defense with the needed flexibility to exploit promptly unexpected technological 
breakthroughs or to handle late developments, regardless of the military depart- 
ment in which they occur. By providing the fund flexibility in a single place, 
subject to the direct control of the Secretary of Defense, it is possible to provide 
far greater flexibility than would be the case if the individual research and develop- 
ment appropriations of the military departments were increased by the same 
amount. 
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Requests for support from this appropriation are initiated by the departments 
and agencies or within the Office of the Secretary of Defense. All requests are 
reviewed by the Assistant Secretary (Research and Engineering), and allocation 
of funds is made only when they are fully justified and approved by the Secretary 
of Defense and the Bureau of the Budget. Funds not required for allocation 
revert to the Treasury at the end of the fiscal year. 

For fiscal year 1958 the Department of Defense requests for this purpose $85 
million plus the authority to transfer, for research and development uses, up to 
$50 million from other appropriations available to the Department of Defense for 
obligation during fiscal year 1958. This is the same as the amount provided by 
the Congress for this purpose in the current fiscal year. 









RETIRED PAY, DEPARTMENT OF DEFENSE 


Program and financing 






Actual 1956 | Estimate 1957| Estimate 1958 





Program by activities: | | 
1. Nondisability | $238, 429, 924 | $265,065,000 | $295, 215, 000 








2. Temporary disability | 20,730,136 | 21,025, 000 | 20, 525, 000 

3. Permanent disability | 180, 490,168 | 184,578,000 | — 188, 503, 000 

4. Fleet reserve 38,484,411 | 43, 144,000 | 48, 435, 000 

5. Survivors benefits 797, 131 | 1, 187, 000 2, 322, 000 

| sind 

Total obligations. | 478,931,770 | 515, 000, 000 555, 000, 000 
Financing: Unobligated balance no longer available | 16, 068, 230 
enone . } 

Appropriation - 495,000,000 | 515,000,000 | 555, 000, 000 


STATEMENT oF J. A. Wyiie, Director, BuDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE, IN CONNECTION WITH ESTIMATES FOR THE 
APPROPRIATION “RETIRED Pay, DEPARTMENT OF DEFENSE”’ FOR THE FISCAL 

YEAR 1958 















Mr. Chairman and members of the committee, the House approved the full 
amount of the budget estimate for the appropriation ‘Retired pay, Department 
of Defense.’’ This appropriation provides funds for (1) the pay of military 
personnel on the retired rolls of the Army, Navy, Marine Corps, and the Air 
Force; (2) the retainer pay of members of the Navy and Marine Corps Fleet 
Reserves; and (3) payments to survivors of retired military personnel pursuant 
to the Uniformed Services Contingency Option Act of 1953. This estimate 
represents a consolidation of the requirements of the military departments for 
these purposes. 

MAJOR CATEGORIES OF 





PERSONNEL 





Personnel paid from this appropriation are in five major categories—nondisa- 
bility, temporary disability, permanent disability, fleet reserve, and survivors’ 
benefits. The nondisability category includes personnel retired by reason of 
length of service or age. The temporary disability category is an interim classifi- 
cation for disabled personnel where there is some doubt as to the degree or perma- 
nency of their disability. The permanent disability category includes disabled 
personnel who (1) are placed in this category immediately after hospitalization 
when the degree and permanency of the disability can be determined immediately, 
or (2) are transferred from the temporary disability rolls. The fleet reserve 
category includes regular enlisted personnel on the inactive Navy and Marine 
Corps fleet reserves. The category “survivors benefits’’ was established in fiscal 
year 1954 to reflect payments to survivors of retired personnel in accordance with 
the provisions of the Uniformed Services Contingency Option Act of 1953. 
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COMPUTATION OF ESTIMATES 


In developing the estimate for this appropriation for fiscal year 1958 considera- 
tion was given to— 

The various statutes governing the retirement of military personnel and 
the rates as authorized by these laws. 

The number that will become eligible for retirement by reason of length of 
service, 

The most recent factors which are available for estimating disability 
retirements. 

The reductions in retired pay of those members electing benefits for their 
survivors pursuant to the Uniformed Services Contingency Option Act of 
1953. The payments authorized by law to survivors of retired military 
personnel have also been estimated, and these payments will be less in fiscal 
year 1958 than the amount of the reductions. 

The best available experience data of gains and losses in each category. 

Accordingly, the estimate of $555 million for this appropriation for fiscal year 
1958 is a mathematical computation of the rates prescribed by law applied to the 
best available projection which can be made of the number of personnel to be 
earried on the rolls of the various categories. The attached charts summarize, 
by eategory and by service, the numbers expected to be on the retired rolls for the 
balance of this year and during fiscal year 1958. 

Payments under this appropriation are required by law and any funds that are 
not required revert to the Treasury. No provision is made in this appropriation 
for any amounts required to administer the laws governing the retirement of 
military personnel. 
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DOD MILITARY RETIRED PERSONNEL 


(BY SERVICE) 






ACTUAL 


Se 87,17 
0 
82,946 85,997 ’ 
91,184 
— 
--™ 
84,847, ---”"* ee 
-- 
NAVY 83,247 
78,484 
MARINE CORPS a 10,301 
TTS co ae a =e om oe oe oe es ow oe 
8,781 9,353 9,514 
27,400 
ohOes 73,408 24,081 





30 June 31 Mar 30 June 30 June 
1956 1957 1957 1958 


TOTALS 191,276 202,005 205,612 220,325 
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DOD MILITARY RETIRED PERSONNEL 


(BY CATEGORY) 


ACTUAL | PROJECTED 













Nondisability 


87,017 


Temporary 
Disability 


15,179 15,590 14,809 14,421 


Permanent 
Disability 70,156 72,868 
67,463 68,628 
25,775 
Fleet Reserve 23,275 ama aeaeee-” 


Survivors' 
Benefits 





30 June 31 Mar 30 June 30 June 
1956 1957 1957 1958 


TOTALS 191,276 202,005 205,612 220,325 
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SALARIES AND EXPENSES, COURT OF MILITARY APPEALS, DEPARTMENT 
OF DEFENS« 


Program and financing 











Actual, 1956 Estimate, Estimate, 
| 1957 | 1958 
$$ a 
Program by activities: Military justice (total obligations) $341, 907 $375, 000 | $576, em 
Financing: Unobligated balance no longer available ‘ 19, 493 | 
sanction a 
Appropriation 361, 400 375, 000 | 375, 000 000 






















STATEMENT OF Hon. Ropert E. QuINN, Curer JUDGE, IN CONNECTION Whrty 


THE APPROPRIATION FOR THE Court oF MILITARY APPEALS FOR FISCAL YxRaArR 
1958 


Mr. Chairman and members of the committee, the House approved the full 
amount of the budget estimate for the appropriation “Salaries and expenses, 
Court of Military Appeals’’ which provides for the salaries and other necessary 
expenses for the operation of the Court of Military Appeals. Briefly, the United 

States Court of Military Appeals is the court of last resort for the more serious 
court-martial convictions of members of our armed services, and performs super- 
visory functions over the administration of military justice as a whole. 

Since my last appearance before this subcommittee, the President appointed 
former Senator and Ambassador Homer Ferguson to the court to fill the vacs ancy 
created by the sudden death of Judge Paul W. Brosman in his office on December 
21, 1955. The appointment of Judge Ferguson marked the first change in the 
original membership of the court established in 1951. The Chief Justice of the 
United States administered the oath to Judge Ferguson on April 9, 1956, on which 
date he assumed the duties of his new office. 

During the course of the past year the court has been able to maintain a current 
docket. Of the 9,465 cases docketed with the court as of December 31, 1956, 
action on all but 206 cases had been completed. Continuing efforts are being 
made to keep pace with the appeals filed so as to prevent any backlog. 

Despite the workload of cases, the judges, in line with their policy of familiar- 
izing the civilian and military communities with the Uniform Code of Military 
Justice, have accepted invitations from time to time to address military service 
schools, Reserve officer associations, legal institutes, bar associations, and various 
civic organizations. It is felt that these appearances have been he ‘Ipful i in making 
the public aware of the administration of criminal justice in the Armed Forces 
and the improvements therein which have been brought about by the enactment 
of the code. 

The membership of the bar of the court continued its steady growth with the 
addition of 1,546 attorneyes during calendar year 1956. To date, some 6,228 
attorneys have been accepted as practitioners before the court. Broken down 
percentagewise, 58 percent are civilian attorneys and 42 percent are attorneys 
in the Armed Forces. This membership includes attorneys from the 48 States, 
the Territories of Alaska and Hawaii, and the Commonwealth of Puerto Rico. 
With the normal duty rotation of uniformed personnel, military lawyers admitted 
to our bar may now be found wherever United States troops are stationed through- 
out the world. 

No inerease in funds is requested for fiseal year 1958 over the amount ap- 
propriated for fiscal year 1957. I may point out in this regard that an attempt 
is being made to absorb fully the Government’s contribution of $21,000 to the 
employees’ civil service retirment fund within the budget estimates before you 
today. 

In closing, I wish to submit for the record, as a matter of interest, the attached 


statistical report on the number, status, and disposition of all cases docketed with 
the court through December 31, 1956. 
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United States Court of Military Appeals, status of cases as of Dec. 31, 1956 


Cases docketed_..........-. wim: sisi aitsihjialg ae saa alla da at ne ae ean ne 19, 465 
Total by services: 
Art. 67 (b) (3), United States Court of Military Justice: 
Petitions. ; -- 6.2 Se Sr wa eee eee 9, 317 
ROURY n5 2 ccs Scape dwanec eee 5, 810 
NOVYs soo. ce Oe ee eee 1, 744 
Ade Foret oe ow he ee ee ee 1, 735 
Coast Guard._ ois oD SRA Sees oe ee eee 28 
Art. 67 (b) (2), United States Court of Military Justice: 
Certificates... ........2c. Sood ec eee ee 225 
ARUN 5. ok se See ee ee 74 


NOUS - 2 nic ose eu kant 1 etcet ae eeeee 123 


Air Force ssl sm es me ep gemma rs nS cares eta 23 
Const Gud... .:-....6.630 eee eee 5 
Art. 67 (b) (1), United States Court of Military Justice 
Mandate j.c 2220 aes ee eee 230 
Army. Sais “ae | Size me Ee taste sine eens date ae 29 
Navy- See Sa Se oe le 0 
Air Force cancel eae Ae oe ons 1 
Coast Guard_ a aa rae awnistweseueaee aoe 0 
Court action: 

Petitions SS ek alk os Sle a ee ee 
Ceram ie ee. Pe stare Se eras sae Cee 729 
Denied - _ _- -_ - : ii are ae = vets. 
Dismissed ___- ee eee eee 5 
Withdrawn os asec sae Deron ee . Se ee aS 155 
Disposed of on motion pei cnc aca ngetieea 34 
Remanded to board of review_---. ee ee ee 26 
Disposed of by setting aside findings ane seutente <<. .<<.5<.c< 2 
Court action due, 30 days pe Sad Aaa oe ee ene 91 
Awaiting briefs es Re ae fs ; ; es 35 

Total_- 5 me sacle shina 

RA MICONUN., ak aes cep en pe r = Seater 226 
Opinions rendered _ . ws on d5a gh We meats. a al ped NI TD 208 
Oniniths: pOIMINS: oc Soo ooo wc eee eel caters ee 4 
Withdra@n: . < o. oi52c82 tt Hinwesa& IOGLG Ere mete 4 
Awodtitgs Dritttag oss ancien nich eats ind Js wakeone wellieeer Se 5 
Set for hearing----.-.----- ndhens atemdteote Min kt eGo 4 
Ready for hearing: 4-50 + is~- sit swowss sacnae ii ntti ghetases 1 

DA SNORCOTW 5152. va ct nated tes bn etic ede oc eee bw tnt asec SN 431 
Opinions rendered _ _ - SER LIe a he dinnesice apenteeaneeel 30 
Remanded to board of review_______..-.------------------- 1 


! Discrepancy in total due to some cases coming up both on petition and certificate, petitioned or certified 
twice, assignment of error filed twice, and 1 mandatory case filed as petition after Board of Review opinion. 

2 29 cases involving death sentences; 1 case involving a general officer. 

3 Discrepancy in total is due to withdrawal of 16 petitions after grant; 4 cases having a denial and a grant 
(more than 1 accused in each case); 1 case having motion to dismiss granted after petition granted; 2 cases 
remanded after petition granted; 2 cases having findings and sentence set aside after grant; 2 cases having 
motion to remand granted after petition denied; and 1 case having petition denied for 2 accused and case 
remanded for 1 accused. 

42 opinions released in docket No. 6388. 
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United States Court of Military Appeals, status of cases as of Dec. 31, 1956—Con. 
Court action—Continued 


EE a et a ae Rae eee 9 7 ee ee 9, 354 
et I tne ee et Ue aks ee 8, 268 
PNR oo oc owisccicccceepusteaccus~st eee ee 155 
A CER Soi is ii ann nn dma mbdewaciaun <eenie nes 5 
Certificates withdrawn___._._______-_- Ee ed eee eee! |. Sree 4 
Disposed of on motion (without opinion)_..-._._..__...---___--_- 27 
Disposed of by setting aside findings and sentence___.._.__---- 2 
mRemanged to board of Preview... .. - ....- - - - < denne ew nctecuse 27 
cai GPa pA od SIAC in in & Wins i tas large: glace me wens eines ee 866 

EI sea on cw neatssamance Homann 206 
I stad sis sattintinieatah tk ade Nilesh hee th shir ligand nok 37 
NN aa ii Ta i eee aa bk congpagicnibapansiee Mis ek ik 17 
ee te Oe I eek weno ninmwe a dwemumnaatibaasasie 4 
Petitions granted; awaiting briefe__..................-..--.- 17 
Petitions; court action due; 30 days..........-...--.--..--.-- 91 
PORTIS | RR 2S nin CAM ee woh chee eee 35 
COPIERORAON OINRIRIEE WEIREE. ooo ade Se ou cba ecb dakencst 5 

RAR PON cea Sn a oe kis ee eae eee ad 5 866 
I i ia phir AO aa chia tbs Sheets Ae A Olas pee eee 596 
RN RANI centre St ol oct ak ee eG Senta Rees 8 
RINNE 6 ok te ea Seat ie cao Ai ced nonin s aa Cee 2 
PP CMI 6 5 Se. in erica Laan cok we see dees 21 
OIINODES 5 eerie Mr Bis ben bb eek te aon SS 181 
Ce SUN I iit oid hemreetivwnnchesactwonbel 26 
OE REE et SRE ke aan ee eee ee 30 
POG EOr NOW NNR fossa. cheek oc deen Les eit. 1 
Petition for reconsideration of petition for a new trial_______..--- 1 


§ 866 cases were disposed of by 852 opinions. 


AIR FORCE COMMENTS ON STATEMENT OF MR. STUART G. TIPTON 


(See pp. 1416 and 1428) 


Before commenting directly on Mr. Tipton’s remarks, it is believed appropriate 
to furnish some general background information which sets forth the reasons 
which make the Military Air Transport Service a vital and integral element of 
our defense structure. 

MISSION OF MATS 


The transport mission of MATS is stated as follows: 

(a) The primary mission of MATS is to maintain in being, within its assigned 
area of responsibility, the military air transport capability, augmented as appro- 
priate by civil air transport resources, that will meet the Department of Defense 
wartime airlift requirements established by the Joint Chiefs of Staff. 

(b) The secondary mission of MATS is to employ, during other than wartime, 
the military airlift capability generated by the wartime requirement in a manner 
that will most contribute to the combat readiness of tactical units and provide 
effective airlift service to other Department of Defense establishments. This 
mission will be performed by optimum use of military resources pursuant to a 
flexible and adequate wartime readiness position and by augmentation from civil 
resources as required and authorized. 

From the foregoing mission statement it will be seen that the principle under- 
lying MATS organization and operation is the same one which characterizes any 
other military force; that is to have in being, in peacetime, a trained and ready 
organization which can react instantly to an emergency. Thus, the military 
airlift forees must be constantly available to support those combat operations 
which must be initiated at the very outset of a war. 

For example, the planned employment of the Strategic Air Command does not 
allow for any period of mobilization, and the airlift for deployment and support 
of these forces must develop and function as swiftly and effectively as the bomber 
forces themselves. 
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In considering the overall question of airlift, for both peacetime and emergency, 
the Air Force is aware that it is neither practical nor desirable to maintain a mili- 
tary airlift force which could meet all of the airlift needs of general war, or the 

ssible requirements of multiple local actions. Accordingly, for emergencies, 
the civil reserve air fleet would augment the military airlift forces. 

In peacetime, however, the military airlift forces must be kept constantly trained 
and exercised to do the emergency tasks. This training goes beyond just the 
flying of aircraft; it is training for an entire transport system of routes, bases, 
communications, weather and rescue facilities, loading teams, and the like. 
Probably the most important facet of this training is the periodic testing of emer- 

ency plans through ee of SAC and other tactical deployment exercises; 
casing such maneuvers MATS actually airlifts combat units between the United 
States and overseas locations under simulated emergency conditions. 

The size and configuration of the military airlift forces are related directly to 
emergency airlift requirements which are established by the Joint Chiefs of Staff. 
There are a number of important factors which must be considered in this 
connection: 

(a) The approved military airlift requirements for D-day and wartime. 

(b) Other military aircraft available to meet such requirements. 

(c) Civil aircraft that become available on D-day and thereafter. 

(d) Wartime utilization, which will be largely determined by peacetime utiliza- 
tion. 

(e) Numbers of special-purpose aircraft such as troop carrier, heavy, special- 
cargo carriers for missiles, etc. 

(f) Such number of military transports as will assure the instant readiness of 
aircraft with military crews to meet the staging and first resupply and certain 
other highest priority deployment requirements in the first 10 days of war. 

(g) Length of nonstop flights that may be required for staging, resupply, and 
deployment of forces. 

The utilization or rate of operation of MATS in peacetime must be kept at a 
level which will insure that MATS will be able to function, in an emergency, at 
the higher rate required by war plans. Since the air-transport forces must be in 
being and operating during peacetime, the airlift developed by this training and 
exercise is used to defray Air Force and Department of Defense peacetime airlift 
needs. Otherwise, this byproduct peacetime airlift would be wasted. 

With specific reference to Mr. Tipton’s remarks, it is appropriate to observe 
that the military airlift forces at present are organized and equipped so that the 
immediate, vital, D-day airlift tasks can be carried out by military forces, while 
the emergency airlift needs which arise during and after the first 5 to 10 days of 
war can be met by military forces augmented by the civil reserve air fleet. 

In this connection, the Honorable James H. Douglas, Secretary of the Air Force, 
made the following statement before the Defense Subcommittee of the House 
Appropriations Committee on March 13, 1957: ““* * * I would like to refer, if 
I may, to the statement that was sort of a preamble that the chairman made in 
which he said that the Air Force stated it could reduce the size of MATS if the 
civil reserve air fleet was enlarged for D-day operation. I hesitate to let that 
statement be made without some comment. 

“It depends on a good many factors. There is no absolute measure, in my 
opinion, on which we can rely to say there must be so many military aircraft. I 
stated in my statement that, in my opinion, I thought it was essc:itial, and it is 
the Department of Defense position that it is essential, to have military aircraft 
and military crews for several of the highest priority airlift requirements in the 
first few days of an emergency. 

“There is also the fact that we have a great many special-type aircraft in which 
the commercial carriers have no real interest, such as the big C—124’s and other 
aircraft, the conformation of which reflects Army requirements and special Air 
Force requirements. Although I agree entirely that the size of MATS after the 
kickoff can clearly be affected in a major way and is today affected in a major 
way by the size of CRAF, there is a substantial operation for the first 5 or first 10 
days after D-day where, I am sure, the people responsible for the military opera- 
tions in carrying into effect the war plans will say there is a lift that must be 
military lift with military crews. 

“T find that my friends in the civil airlines say, ‘Well, the civil crews will do 
anything that military crews will.’ I have had a good deal of very favorable 
experience that tends to support that position. But, at the same time, some of 
this military lift is just as important as getting the heavy bombers off the ground 

‘when the bell rings.’ It is simply undeniable that there is an element of uncer- 
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tainty with civil crews that does not exist to the same extent with military crews, 
The fact is that the civil crews do not have to fly if they do not want to.” 

With regard to the three specific proposals advanced by Mr. Tipton, the Air 
Force offers the following comments: 

“(a) We urge the committee to specify that at least the amounts contained in 
the budget estimates of the services for commercial augmentation of MATS be 
earmarked and used for the purposes intended.” 

Air Force comment 


The Appropriations Committees of the Congress have long recognized the need 
for flexibility within appropriations in view of changing requirements and changin 
priorities within programs. In recognition of that need, they have not special 
that amounts “‘be earmarked and used” for particular purposes. In order to kee’ 
the committees informed of program and priority changes, periodic reports on the 
reprograming of funds are submitted by the Air Force as well as the other services, 
and anv significant reprograming action is cleared in advance with the committees, 

We believe that the earmarking of funds in the manner recommended would be 
contrary to the best interests of the Air Force. 

“(b) That the committee instruct the Department of Defense to reprogram 
funds in a manner which would force 40 percent of air passenger traffic and 20 
percent of air cargo traffic into commercial channels.” 


Air Force comment 


This proposal would, if accepted, work to the detriment of both the taxpayer 
and the defense posture. 

First, any reduction in the peacetime rate of operation of the air-transport 
forces would produce a corresponding reduction in the readiness of these forees 
to perform their emergency tasks; such a reduction would also degrade the ability 
of the transport forces to expand from the peacetime rate to the higher wartime 
rate of operation. 

Second, since the air-transport forces must be in being for emergency purposes, 
the proposal would force the taxpayer to pay twice for airlift; once for maintaining 
the military force and again to buy commercial air transportation which the 
proposal would, in effect, prohibit the military from furnishing as a byproduct of 
its training. 

The Air Force believes that this proposal should not be favorably considered. 


“(c) That the Department of Defense be directed to present a 4-year projection 
of its airlift plans.” 


Air Force comment 


The Air Force believes that the number and utilization rate of military airlift 
forees in peacetime should be determined by appropriate action of the military 
departments, the Joint Chiefs of Staff, the Secretary of Defense, the Bureau of the 
Budget, and the Congress. The committee may be sure that the Air Force will 
furnish any information which the Congress may desire in this connection. 

In summary, the Air Force relies to a substantial degree on the civil carriers for 
augmentation, both in peacetime and in planning for emergencies. Undoubtedly 
this need will continue, and it may possibly increase as airlift becomes more and 
more a routine means of transportation. We have hopes that in 1958 and subse- 
quent years our employment of civil airlift can be planned at longer range with 
resulting economic and stabilized operations for both the carriers and the Air 
Force. The continued interest and cooperation of airlines executives will be of 
material value in achieving these ends. 


(The following information was supplied to the committee subse- 
quent to the closing of the hearings and has been made a part of the 
record:) 
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LETTER FROM SECRETARY QUARLES 


INCREASED FUNDING FOR THE ARMY NATIONAL GUARD 


Tue SecrETARY OF DEFENSE, 
Washington, June 24, 1957. 
Hon. DENNIS CHAVEz, 
Chairman, Department of Defense Subcommittee, 
Committee on Appropriations, United States Senate. 


Dear Senator Cuavez: Gen. R. 8. Moore has relayed to me the request made 
during hearings by your committee, when Senator Ellender was acting chairman, 
for the position of the Defense Department with respect to strength and fund 
proposals which had been made for the Army National Guard for fiscal year 1958. 

The President’s budget message included a request for appropriations for the 
Army National Guard, in fiscal year 1958, which would provide for a beginning 
strength, an ending strength, and an average strength of 400,000, including 
6-month trainees, which were then estimated to number 25,000. The estimate of 
25,000 was, in our collective judgment, the number that might reasonably be 
expected to participate in this phase of the Army National Guard prograni. 

In recent months, and subsequent to the submission of the budget estimates, 
the number of volunteers for the 6-month-trainee program has been substantially 
greater than originally forecast, with the result that the Army National Guard 
will enter the new fiscal year with a beginning strength somewhat in excess of the 
number contemplated for fiseal year 1958. The greater number of personnel 
volunteering for the 6-month training program has been gratifying to the Depart- 
ment of Defense, although it has caused certain problems in planning and funding. 

The overall problem has been reviewed with the Secretary of the Army and 
his staff. Based upon Army estimates, the Army National Guard will experience 
losses during the coming fiscal year totaling 122,000. The Army estimates that 
this loss will be partially offset through the enlistment of 20,000 veterans who are 
leaving the active service, as well as the enlistment of 45,000 returning servicemen 
whose participation is enforceable under the provisions of the Reserve Forces 
Act of 1955. Under the Army projections, and in order to maintain a strength 
of 400,000 during the latter part of fiscal year 1958, 32,000 volunteer 6 months 
trainees could be utilized——_18,000 of whom would be deferred high school students, 
and 14,000 others who would enter training during the year. The Army expects 
that these numbers will enable the National Guard to reach and maintain an 
enrolled strength of 400,000, including those in training, on or before the end 
of fiscal year 1958. 

With respect to the increased support costs ‘‘Operation and maintenance, 
Army”’ of the larger, than earlier anticipated, numbers of volunteers who will 
take the 6 months training course, it would be expected that the Army would 
provide such support within the total of the funds already requested for restoration 
in the appropriation ‘Operation and maintenance, Army.” 

With respect to increased costs chargeable to the appropriation ‘“‘Army National 
Guard”’ current estimates of the amount that would be required in fiscal year 1958 
to carry out the plan outlined above are $13.8 million in excess of the amount 
indicated in the budget message. 

The Department of the Army has been authorized to support the addition of 
$13.8 million to the appropriation ‘““Army National Guard,’’ which under the plan 
outlined above would permit an end strength of 400,000, with the condition that 
such amount would be within the total amount requested for restoration to the 
several appropriations for the Department of the Army. 

Sincerely, 
(Signed) DonaLp A. QUARLES, 


LETTER FROM ASSISTANT SECRETARY MCNEIL ON SECRETARY WILSON’S DIRECTIVE 
NO. 7200.4 


JUNE 22, 1957, 
Hon. Dennis CHAVEz, 
Chairman, Department of Defense Subcommittee, 
Committee on Appropriations, United States Senate. 
Dear Mr. CHarrMan: In scanning the record of the current hearings on 
Defense Department appropriations it occurred to me that it might be helpful 
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if I summarized the answers to certain questions, both general and specific, which 
arose throughout the hearings in connection with Secretary Wilson’s Directive 
No. 7200.4 dated May 21, 1957. 

First, the purpose of this directive was to insure a common understanding amon 
all elements of the Defense Establishment of the Department’s policies an 
practices with respect to the financing of procurement programs. This is essential] 
if the Defense Department procurement programs are to be executed in an orderly 
fashion, within the appropriations and funds available, and on a uniform basis 
applicable to all organizational subdivisions of the Defense Department. 

his policy is stated in paragraph IV of the directive. Subparagraph A reads 
as follows: 

“A. No procurement of materiel, equipment, or work or services in connection 
therewith shall be directed or authorized unless adequate appropriations and funds 
are available under the applicable Department of Defense ‘financial plan’ (1) for 
obligation, (2) set aside in the form of a commitment, or (3) set aside in a reserve 
account in an aggregate amount sufficient (a) to complete the procurement of a 
specified number of end items (including, where applicable, initial spares and 
spare parts) usable either in service units or for test and evaluation, or (b) when 
specifically provided for under a current apportionment of funds, to complete a 
preproduction program ’or procure components in advance of the fiscal year in 
which the related programed end item is directed to be procured. Any procur- 
ement directed or authorized and not yet wholly consummated will be rescinded 
or modified to conform to the policy stated herein.”’ 

Discussions during the course of the hearings as well as discussions within the 
Department indicate the need for some restatement of the various elements 
making up the aggregate amount of funds available for ‘ ‘procurement of materiel, 
equipment, or work or services”’ to be directed or authorized, i. e., the component 


parts of the dollar assets available. This aggregate amount is the sum total of — ; 


(1) Unobligated balances certified under the provisions of section 1311, 
as of the end of any fiscal year. 

(2) New appropriations made available for subsequent periods. 

(3) Anticipated reimbursements, representing primarily deliveries to, 
and payments by, other Government departments, and the military assistance 
programs, although there may be some reimbursements from one appropria- 
tion to another within the same military department (the above three 
categories of assets are clearly shown in the financial plan submitted during 
the hearings). 

(4) Additionally, there is an indeterminate amount, not shown in the 
financial plan, representing so-called deobligations or reductions in the 
amounts reported as obligated against prior year programs which were 
certified as outstanding as of the end of the preceding fiscal year. To the 
extent that new obligations replace outstanding obligations that are reduced 
or canceled during the course of a fiscal year, there is no change in the dollar 
value of the overall program outstanding. In effect, these are treated as 
‘“‘wash” transactions, although some of these “‘recovered assets’’ are used to 
finance a minor percentage of a succeeding year’s procurement. Deobliga- 
tions or reductions of obligations against prior years’ programs have sometimes 
been called recoupments, although this term has also been used more broadly 
to include the value of reprograming actions anticipated during the fiscal 
year for which new appropriations are being requested. 

With the exception of some differences among the military departments in the 
area covered by the term “recoupments”’ and certain differences in the technique 
of their application, the criteria for determining dollar assets available have been 
and, under the terms of the directive, will continue to be the same for all military 
departments. 

he “full funding” principle reflected in the paragraph quoted above was the 
subject of considerable discussion during the hearings. This principle is the one 
which has generally been applied by the Congress in providing funds for Defense 
procurement programs. It has the merit of providing, at one time, for the total 
estimated cost of a given item or program so that the Congress and public can 
clearly see its full dimensions and costs at the time it is first presented for approval 
and appropriation. As you are well aware this system provides that when any 
Department directs a contracting officer to procure a hundred aircraft, tanks, 
etc., funds must be available (and set aside—some for obligations at once and 
some for obligation at a later date) to cover the total estimated cost to be incurred 
in completing delivery of 100 usable end items plus their initial spares and spare 
parts where required. 
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Questions were raised during the hearings as to whether this principle was 
being applied to all cases of procurement of end items “usable either in service 
units or for test and evaluation.”’ Except for developmental items such as an 
ICBM, IREM, and certain new aircraft or engines (which under sec. V of the 
directive would continue to be exempted from the application of the principle) 
so called ‘full funding” of regular production items is represented to be the 
current practice. The Air Force reports that “it is fully funded on its outstanding 
definitized contracts in the sense that deliveries through the fiscal year 1957 
lead time period are fully covered by apportioned obligational authority.”’ Since 
there has been no question about ‘full funding” in the Army and Navy and 
since regular production items represent the larger part of Air Force procurement, 
application of the directive should therefore have no adverse effect on the major 
portion of the end item procurement program of any military department. 

Another problem requiring clarification that appeared during the hearings 
relates to current practices in regard to funding: (1) Preproduction; and (2) advance 
procurement of long-lead-time components.! 

The directive recognizes the usefulness of preproduction programs. These 
programs provide for the cost of acquiring or rearranging machine tools and 
facilities, production engineering, tooling, etc., for new items to be procured and 
placed in production in a subsequent year. We believe there is a demonstrated 
need for programs of this type and the directive permits their use on a fully funded 
basis. It is apparent, however, that recently there has been a growing departure 
from the original understanding as to the scope of this type of program. We are 
taking the necessary steps to assure that the fiscal year 1959 budget submission 
will be based upon a common understanding and definition of the scope and nature 
of the preproduction account. 

The procurement of long lead time components in advance of the fiscal year in 
which the related end item is to be procured, is another procurement practice 
which has been accepted by the Congress as a means to facilitate certain procure- 
ment programs. The directive permits the continued use of this practice, pro- 
vided that each case is specifically identified and justified on its merits. It should 
be noted that when ancl short lead times are established for major end items 
it tends to force a relatively large volume of components and bits and pieces of end 
items into a prior year program, thus compromising the full funding principle and 
creating difficulties in overall program management. If it is found that either 
by direction of OSD, or by action of the three military departments with the 
concurrence of OSD, lead times have been reduced beyond what is now considered 
reasonable, such actions should be reviewed and lead times established which are 
normal and reasonable. Similarly, any lead times that are found to be too long 
should be reduced. 

During the hearings a question was raised as to whether the military depart- 
ments buy in advance long lead time components ahead of the actual purchase 
of complete end items such as aircraft and ships. The answer is “Yes,” and this 
practice, under the directive, will continue. However, the relative volume of 
such advance procurement may not be quite so large as it is now if lead times for 
end items are established on an appropriate basis. 

Although all three military departments buy in advance certain long lead- 
time components, there have been instances of differences, as between the Air 
Force on the one hand and the Army and Navy on the other, in the manner in 
which this type of procurement is actually made. It is the practice of the Navy 
(as well as the Army, which does relatively little advance procurement of long 
lead-time components) to fully fund each advance procurement of long lead- 
time components in the year in which orders are placed. In the case of the Air 
Force, however, there have been instances where advance components were 
placed on order and only partially funded in the year in which the order was 
placed. 

There has been some confusion as to the meaning of “partial funding,’’ which 
perhaps should be cleared up at this point. One aspect of partial funding is the 
authorizing or directing of procurement for only part of an approved program, 
when funds for the complete program cannot be made available. Another aspect 
of partial funding is the practice of placing a contract for the procurement of a 
certain number of items, while at the same time limiting the immediate liability 
of the Government to less than the total cost of the end items or components 
ultimately contemplated for procurement under that contract. 

In those advance component and preproduction cases where the Air Force has 
partially financed procurement programs, completion of the financing was, and 
still is, planned with appropriations contained in the 1958 appropriation bill. 
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Therefore, in these cases the provisions of the directive would have no effect on 
work now underway. However, in the fiscal year 1958 buying program and in 
the preparation of the fiscal year 1959 procurement budget, the provisions of the 
directive would require full funding of advance procurement of long lead-time 
components, and the funding of those preproduction items which are within the 
scope of the uniform definition and interpretation of these programs. 

Paragraph IV, subparagraph B, of the directive reads as follows: 

“No contract or military interdepartmental procurement request or other order 
for procurement of materiel, equipment, or work or services in connection there- 
with shall be executed (1) unless the officer directing or authorizing the procure- 
ment has determined in writing that such procurement is a part of a program 
directed or authorized under A above, and (2) unless funds are available for 
obligation by the officer executing the contract or military interdepartmental 
order or other order in an amount sufficient to procure the specified number of 
items, components, or the specified work and services.”’ 

The practical effect of this is to place the actual buying operations on the same 
basis as the programing of procurement, since both the contracting officers and the 
program managers will have the same basie policy guidance. 

Paragraph IV, subparagraph C, of the directive states: 

“When letter contracts and letters of intent are utilized to effect procurement 
for materiel, equipment, work, or services in connection therewith, any amount 
committed but not yet obligated under such arrangements shall be regarded as 
a change against the obligational authority apportioned under the financial plan 
for the current fiscal year, but any such amount will not be charged against the 
limits of the obligational authority otherwise established under the Department 
of Defense financial plan for the succeeding fiscal year.” 

The amounts shown in the financial plan for direct obligation for the 3 
military departments—and which have been made a part of the hearings for the 
last 2 years—initially are the same figures shown as estimated obligations in the 
President’s budget. They are ae d to be a measure of the value of the 
material, equipment, or work or services to be ordered during the fiscal year. 
It makes no difference as far as the physical programs are concerned whether 
letter contracts (or letters of intent) or definitized contracts are utilized to effect 
procurement. The program being undertaken may be the same in timing and 
scope in either case. Yet under the terms of section 1311 there is a difference in 
the amount that may be recorded as obligations. The full value of the end item 
or work or services may not be recorded as an obligation if, under the terms of 
the letter contract (or letter of intent), there are certain restrictions as to the 
scope of the contract, pending final agreement as to the terms of the definitized 
contract. However, in a program sense, work has nevertheless been initiated. 
For this reason it is considered prudent manage’nent to charge against the limits 
of obligational authority the full value of the work placed underway rather than 
just the dollar amount for which the Government is legally liable. This serves 
to protect both the contractor and the Government, while at the same time 
providing an incentive to both parties to expedite definitization of the contract. 
This provision of the directive requires some changes in all three military depart- 
ments, and the amount carried in the financial plan for direct obligations should, 
of course, recognize this factor. 

Paragraph IV, subparagraph D, of the directive was included in recognition of 
the fact that a reasonable time would be needed to make sure that uniform 
definitions and practices with regard to the funding of procurement were in effect 
throughout the Defense Establishment. This provision therefore makes it 
possible to conform all outstanding transactions to the policy statement in an 
orderly fashion, utilizing, to the extent necessary, obligational authority to 
become available in fiscal year 1958. 

Paragraph IV, subparagraph E, of the directive states: 

“For the purposes of this directive, all estimates shall be based upon the latest 
available firm prices. In the event firm prices are not available the best current 
working estimate of cost shall be used and adjustments will be made promptly 
when evidence of significant variation in costs becomes available.” 

This provision was included in recognition of the fact that new items are often 
placed into production before firm prices are available. In such cases, the best 
working estimate is to be used, but adjustments in the amounts are to be made 
promptly as evidence of any significant variation in costs becomes available. 
Such adjustments also would be made in the value of negotiated contracts con- 


taining price redetermination or target price provisions, as changes become 
effective. 
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Paragraph V of the directive states: 

“The following procurements are excepted from the provisions of this directive: 

1. Procurements from research and development appropriations. 
2. Such procurements as are specifically excepted upon approval of the 
Secretary of Defense.”’ 

This provision excepts all procurements made from research and development 
appropriations from the other provisions of the directive. It also provides a 
basis for specific exceptions to be made by the Secretary of Defense for activities 
undertaken under procurement, appropriations for development type projects, 
such as the IRBM, ICBM, and perhaps certain new development programs for 
aircraft, engines, etc., which, up to a point, are financed each year essentially 
on a “level of effort’? basis, rather than to completion of the project. In such 
cases it is impossible to determine when the project will be completed, if at all, 
and how much it will cost to completion. 

I hope this statement covering the principal points raised during the course of 
your hearings in connection with Secretary Wilson’s Directive No. 7200.4 will 
be of some assistance to your committee in its work on the bill. I would be 
pleased to answer any further questions concerning the application and effects 
of this directive that may come up in your deliberations. 

Sincerely, 



















W. J. McNsi1, 
Assistant Secretary of Defense. 









AIR NATIONAL GUARD 





LETTER FROM GENERAL BOGART 











DEPARTMENT OF THE AIR ForcE, 
HEADQUARTERS UNITED States Arr Force, 
Washington, D. C., June 24, 1957. 






Hon. Winuram F. KNOWLAND, 
United States Senate. 

Dear SENATOR KNOWLAND: At the time Secretary Wilson was testifying 
before your DOD Subcommittee on Appropriations (p. 38, page proofs) you 
asked several questions pertaining to the Air National Guard. 

Most of your questions were answered by Maj. Gen. Winston P. Wilson, 
Chief, Air Force Division, National Guard Bureau, during his testimony before 
your committee (pp. 1138-1146, page proofs). 

The specific and consolidated response to your queries are attached for your 
convenience. 

Please inform me if I can be of further assistance in this matter. 

Sincerely yours, 















Frank A. Bocart, 
Major General, USAF, Director of Budget, DCS, Comptroller. 















Extract From Herarincs BEFORE THE SUBCOMMITTEE OF THE SENATE Com- 
MITTEE ON APPROPRIATIONS DEPARTMENT OF DEFENSE APPROPRIATION BILL, 


1958 


* * * 

Senator KNowLanp. Now there are a number of questions, Mr. Secretary, 
which I will be prepared to go into in executive session, but this is not the time and 
place to gointothem. But I would like to ask the Secretary now who might be in 
a position, or somebody here for him, to inform the committee as to the number of 
Air National Guard wings that are now in being? 

Secretary Witson. I am sure we can do that. I will be very pleased to. I 
would like to leave it to the Air Force. 

Senator KNowLANpD. So they will have a little advance information then, I 
would like to have this information for the record: The number of Air National 
Guard wings. How many of them are jet equipped. How many of them are shy 
some equipment though they may be partially jet equipped. What model jets 
they are being furnished or have been furnished, and how these models compare in 
speed and types with the jets we are proposing to turn over to Yugoslavia. If you 
can, see that the committee is adequately informed, because I do intend to pursue 
that subject in more detail at the proper time and place. 

- * * * * 
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RESPONSE 


By the end of fiscal year 1958, the 27 Air National Guard wings will be com- 
posed of 25 fighter interceptor and 2 tactical reconnaissance wings. These units 
will be operating F-84D/E/F’s, F-86 A/E/D/L’s, F-89 B/C/D’s, F-94A/B/C’s, 
F-80C’s, RF-84F’s, and T—33’s. 

At the present time, jet aircraft have been assigned to all Air National Guard 
wings, but each wing has not yet been provided with 100 percent of authorized 
unit equipment. 

The program for the Air National Guard now being reviewed by the Congress 
will provide, during fiscal year 1958, in total aircraft allocated the number neces- 
sary for full jet-unit equipping. However, due to the desirability of assigning 
only one type, model, and series of jet aircraft to a unit, some 15 wings will be 
short a few aircraft. 

As of May 24, 1957, 191 aircraft consisting of F-84G’s, F—86E’s, T—33’s and 
RT-—33’s had been delivered to Yugoslavia. The F—84G’s and the T-33’s are in 
the 600-mile-per-hour class and the F—86E is in the 650-mile-per-hour class. All 
the jet aircraft in this program for the Air National Guard are in the 600-mile-per- 


hour class except the F-86 and F-—89 models which are in the 650-mile-per-hour 
class, 


COMPARISON OF DIRECT OPERATING COST PER AVAILABLE TON-MILE 
IN CARGO OPERATIONS, DC-4 AND OTHER LATER MODEL AIRCRAFT 


(See p. 1431) 


Because of lack of pressurization, slower speed, and lesser range, the Military 
Air Transport Service does not operate its DC—4 type aircraft to any significant 
extent in passenger operations. To obtain cost comparisons between the DC-4 
and other types used in commercial cargo operations, 3 civil air carriers who operate 
the DC-—4 and at least 1 other later type of 4-engine aircraft were chosen at 
random, The figures show that, including depreciation, the later model aircraft 
was less expensive to operate per available ton-mile than the DC-—4, in the case 
of each company. 


Direct operating cost per available ton-mile 




















[Cents] 
Riddle | Seaboard & Western Slick 
ap itachi ced, Wace seinen tient 
Type Cost | Type Cost Type Cost 
i spk | 18.77 | DC-4_-___- ; 23. 60 | DC-4 14. 95 
DC-6........ : -| 9.87 | BAUD, ccenvs-crecessh ee | DC-6A..... pi 10. 03 
| 





Source: Derived from carrier reports to the Civil Aeronautics Board, form 41. 
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APPENDIX 


OFFICE, SECRETARY OF DEFENSE 
SALARIES AND EXPENSES 
(See p. 1331) 
(P. 2, line 6) 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 


It was requested in the Budget that the words “‘not to exceed $3,000 each” be 
incorporated. The House adopted the recommendation. 


JUSTIFICATION 


The inclusion of the reeommended language would authorize the replacement of 
5 passenger carrying sedans at not to exceed $3,000 each for use within the Office 
of the Secretary of Defense. Funds for this purpose are included in the estimates 


for appropriations. 
GENERAL PROVISIONS 
Section 603 
AVAILABILITY OF APPROPRIATIONS 
(p. 28, line 24) 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 


The clause ‘‘reimbursement of the Federal Bureau of Investigation for expenses 
in connection with investigation of defense contractor personnel’’ (p. 29, lines 
8-11) was inserted by the House as requested by the Department of Defense and 
the Bureau of the Budget. 

JUSTIFICATION 


The incorporation of this language in the Appropriation Act will enable the 
Department of Defense to reimburse the Federal Bureau of Investigation for 
fingerprint searches and numerous other security checks of defense contractor 
personnel. Current security requirements make it necessary for the Department 
of Defense to investigate and grant security clearances to all such personnel. It 
is anticipated that this language will be contained in the Department of Defense 
Appropriation Act for only one year, fiscal year 1958. Thereafter, it is understood 
that the Department of Justice will budget for this purpose in the usual manner. 


GENERAL PROVISIONS 
Secrion 605 
AcQuISITION OF LAND 
(P. 30, line 12) 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 

It was requested in the budget that the words “construction or maintenance 
shall be available for minor construction (except family quarters), conversion of 
and extensions to existing structures, and improvements, at facilities of the De- 
partment concerned, but the cost of any project authorized under this section 


which is not otherwise authorized shall not exceed the following cost limitations, 
but only one allotment shall be made for any one project or unit: (a) any such 
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project determined by the Secretary of Defense to be urgently required in the in. 
terests of national defense, $200,000; (b) any such project determined by the 
Secretary of the Department concerned to be urgently required in the interests 
of national defense, $50,000; and (c) any other such project, $25,000: Provided, 
That the cost limitations of this section shall not apply to amounts authorized to 
be expended for emergency expenses on the approval of the Secretary concerned: 
Provided further, That the cost of converting existing structures to family quarters 
pursuant to the authority contained in this section shall not exceed $50,000 dur- 
ing the current fiscal year at any single facility of the Department concerned” 
be deleted ani the words “maintenance or construction shall be available for 
acquisition of land as authorized by section 406 of the Act of August 3, 1956 
(70 Stat. 1015)”’ be inserted. 
The House adopted the requested language changes. 


JUSTIFICATION 


Section 406 and section 408 of Public Law 968, 84th Congress, the current 
Public Works Authorization Act for the Department of Defense, enacts into per- 
manent law (1) the authority to acquire land and interests in land not exceeding 
$5,000 in cost, and (2) the authority for the military departments to use funds 
available to the Department of Defense for minor construction projects. 

Language covering the acquisition of land and interests relative thereto hereto- 
fore has been carried under “‘Maintenance and operation.” Since section 406 
was enacted as basic statutory authority, this language has been eliminated for 
“Maintenance and operation” and, in order that funds contained in the De- 
partment of Defense Appropriation Act might be made available for the purpose, 
it was considered necessary that the above-quoted language should be inserted in 
the General Provisions. 

Minor construction authority is no longer necessary under section 605 by 
virtue of the enactment of section 408 of Public Law 968. 

Note.—Section 406 of the act of August 3, 1956, is proposed for repeal by sec- 
tion 406 of H. R. 7130 and 8S. 1940, the proposed public-works authorization 
bills for 1958. If repealed, as proposed, a new citation (sec. 406 of the 1958 bill) 


will be required. 
GENERAL PROVISIONS 
SEcTION 607 


Cost LimiTaTION ON EpuCATION OF DEPENDENTS 
(P. 31, line 7) 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 
The House amended this section (page 31, line 11) to include the word “‘minor.” 
EXPLANATION 


House Report 471, dated May 21, 1957, on page 22 states as follows: 

“Section 607. This section is amended to include the word ‘minor’. Reports 
reaching the Committee indicated some abuse of the provision in that a too literal 
interpretation was being placed on the word ‘dependents’.”’ 


GENERAL PROVISIONS 
Section 615 
RESTRICTION ON NUMBER OF CIVILIAN EMPLOYEES 
(P. 37, line 10) 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 


The numerical ceiling of 475,000 on graded civilian employees contained in 
the 1957 DOD Appropriation Act was lowered to 470,000 by the House. This 
change was not requested in the budget nor by the Department of Defense. 


EXPLANATION 


House Report 471, dated May 21, 1957, on page 11 states as follows: 
“The statutory ceiling of 475,000 graded civilian personnel is reduced to 470,000. 
Current employment of graded personnel is approximately 467,000.” 
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GENERAL PROVISIONS 
Section 619 
LEGAL TRAINING 
(P. 39, line 21) 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 


The House deleted the proviso which would permit persons now attending law 
courses to complete them. 
EXPLANATION 


House report 471, dated May 21, 1957, on page 22 states as follows: _ 
“Section 619. The amendment to this section was made on the basis*of de- 
artmental information that no lawyers will be attending law school during the 


scal year.” 
GENERAL PROVISIONS 
Src. 620 
PusLic INFORMATION 
LANGUAGE CHANGE FROM 1957 APPROPRIATION ACT 


The Department of Defense in the budget requested that the dollar limitation 
be raised from $3,270,000 to $3,355,000. The House fixed the_limitation at 
$3,300,000. 7 

EXPLANATION 


House Report No. 471, dated May 21, 1957, at page 24 states as follows: 
“The Committee has also reduced the limitation on the tots! amount which 
ean be obligated for public information and public affairs activities from $3,355,000 
to $3,300,000. The difference representing retirement fund contributions to be 
absorbed.”’ 
GENERAL PROVISIONS 


[627] DrePpARTMENT OF DEFENSE APPROPRIATION Act, 1957 
PASSENGER CARRYING VEHICLES 


This section which prohibited the use of funds appropriated in the Department 
of Defense Appropriation Act 1957, for the purchase of passenger automobiles, 
except for replacement, has been deleted in its entirety. 


JUSTIFICATION 


Necessary limitations and authorizations have been included under applicable 
department appropriations. 


ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON 25, D. C. 


(See p. 1456) 
JUNE 19, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Subcommittee on Department of Defense, 
Committee on Appropriations, United States Senate. 


Dear Mr. CHarRMAN: During my testimony before your subcommittee this 
afternoon, a request was made for a copy of my memorandum of May 21, 1957 
deferring approval of the title VIII housing project for Presque Isle Air Force 
Base, Maine. A copy of this memorandum to the Department of the Air Force 
is attached for your information and for the record. 

Senator Smith also requested the names of Capehart projects other than 
Presque Isle, for which approval has been deferred because of conditions in the 
private money market. According to our files the only two additional cases 
where this factor was specifically cited are projects for the Aberdeen Proving 
Ground, Md., and naval activities in the San Diego, Calif., area. Copies of our 
memorandums concerning the latter two projects are attached for your 
information. ; 
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Your interest in the military family housing pregram is appreciated and we 

shall be glad to provide such additional information as you may require. 
Sincerely yours, 

Fioyp S. Bryant, 

Attachments (3): 

1. 5/21/57 Memo to AF 

2. 4/2/57 Memo to Army 

3. 3/13/57 Memo to Navy 


May 21, 1957. 
Memorandum for the Under Secretary of the Air Force 


Subject: Title VIII Housing Project, Presque Isle, Maine 


Your request dated November 8, 1956, for development of 114 housing units 
at Presque Isle Air Force Base under Title VIII of the National Housing Act, as 
amended, is returned without approval. 

Although it is recognized that the project is justified on the basis of need, it is 
believed that it should be deferred for reconsideration at a later date. It is sug- 
gested that it be resubmitted at a time when private long-term investment 
capital is more readily available than at present, and after substantial progress 
has been made with the Wherry acquisition program. 

DD Forms 874 and DD Form 854 submitted with your request are returned 
herewith. 

(8) Floyd 8. Bryant 
Fioyp 8. Bryant. 


Inclosures 
1. DD Form 874 (3) 
2. DD Form 854 (1) 


ApriL 2, 1957. 


Memorandum for the Assistant Secretary of the ARMY (FM) 


Subject: Title VIII Housing Project, Aberdeen Proving Ground, Maryland— 
400 units 


Your request for development of subject project is disapproved at this time, as 
this project cannot be considered urgent and must be deferred in the light of the 
present difficulty in obtaining private financing. 

All supporting papers are hereby returned. 


Signed 
3 Enclosures: Ben P. Gaus, Director, 
1. DD Form 874 (3) Real Property Management. 
2. DA Form 1766 (3) 
3. Fan. Hsg. Data (3) 


Marcu 13, 1957. 
Memorandum for the Assistant Secretary of the Navy (Material) 
Subject: 1,000 Family Housing Units for San Diego Area, California 


Your request dated December 10, 1956, for development of the subject project 
under Title VIII of the National Housing Act, as amended, cannot be approved 
at this time. In view of the high factor of acceptable community support in the 
San Diego area, it is believed that this project should be deferred for later con- 
sideration, at a time when private mortgage financing is available on acceptable 
terms. 

Moreover, there are 1,791 Wherry units which should have to be acquired if 
the proposed project were approved. A deferral of the new Title VIII project 
will allow more time for incorporating these units into the Navy’s Wherry acquisi- 
tion program. 

Enclosures to your memorandum of request are being returned as enclosures 
hereto. 

Signed 
R. A. McDona.p. 
Froyp 8. Bryant. 
Enclosures 
DD Form 874 (3) 
DD Form 854 (1) 
Addendum to DD Fm 874 
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re MATERIAL REQUESTED BY SENATOR SMITH OF MAINE 


JUNE 19, 1957. 
Hon. MARGARET CHASE SMITH 
United States Senate 


DeEaAR SENATOR Situ: The attached is a copy of a letter dated June 18, 1957, 
which I sent to the Chairman of the Subcommittee on Department of Defense 
of the Committee on Appropriations transmitting for the record the Department 
of Defense answers to certain questions raised by your at the hearings on June 3, 
1957, relating to the Department of the Air Force Capehart housing projects at 
Presque Isle and Dow Air Force Bases. 

I regret the delay involved in getting these answers to the Subcommittee and 
to you but I trust that the explanations furnished will provide a complete under- 


’ standing of our actions and the reasons therefor. 
, Sincerely yours, 
: (signed) 
3 FiLoyp S. Bryant. 
t 1 Incl 
: Ltr 6/18/57 to Chrman, Subemte 
on DOD, Cmte on 
i Apprtns 
JuNE 18, 1957. 
Hon. DENNIS CHAVEZ 
Chairman, Subcommittee on Department of Defense 
Committee on Appropriations, United States Senate 
DeaR Mr. CHAIRMAN: Pursuant to the request by Senator Margaret Chase 
Smith made of the Department of the Air Force during hearings before your 
subcommittee on May 29, 1957, there is attached information concerning mili- 
tary family housing programs at Presque Isle and Dow Air Force bases which 
are responsive to all of the questions raised by Senator Smith. 
It is hoped that this information will fulfill Senator Smith’s requirements. 
Sincerely yours, 
(Signed) Frioyp 8. Bryant. 
Attachment 
As stated 


ec: ASD (P & I) 
- P &I Files 
Subj 
Chron 
Reader 
List OF QUESTIONS 


What is the deficiency in family housing at Presque Isle? 

How is it computed? 

Has a request been made for approval of a program to take care of this de- 
ficiency or any part of it? 

What is the program? 

Who has to approve it? 

Has the Air Force and the FHA approved it? 

If so when? 

Does the Secretary of Defense have to approve it? 

If so, when was the request made? 

Has it been approved? 

If not why? 

Has the project been justified by the Air Force? 

Has a need been established? 

What is its present status? 

If deferred why and for how long? 

If the reply is that the reason is connected with the money market inquire as 
to what positive evidence is available which would ndicate investment money 
would not be available for this project? 

If the deferral is tied into the Wherry acquisition program generally inquire 
as to what relevancy this has to satisfying an admitted need for the Capehart 
housing. 

If the deferral is tied into the Wherry acquisition at Presque Isle inquire as 
to why this has any relevancy and whether the status of the negotiation has not 
reached the point where an agreement can be reached? 
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What is the status of the housing program at Dow? The deficiency, the 
number of units programed, and the presently approved program. 

= tle a reduction from the original program? If so, why was the reduction 
made? 

Has the need changed? 

Is there to be a reduction in the personnel? ; 

Is the surrounding community able to house the number of families represented 
by this reduction in adequate rentals and at a fair price? Or conversely will 
not in all probability a large number of families be compelled to remain in small 
inadequate rentals at an unfair price, or be forced to purchase homes? 

Doesn’t the Air Force have a long range utilization requirement for Dow 
which would justify the original housing program? 


PRESQUE ISLE AIR FORCE BASE 


The gross family housing requirements for Presque Isle Air Force Base amount 
to 468 units, based on the number of married personnel of the officer and upper 
enlisted grades, who are entitled to quarters allowances under permanent legisla- 
tion. These requirements are estimated by applying established married per- 
centage factors to projected long-range peacetime strengths for the installation. 
From the gross requirements are subtracted the acceptable assets, consisting of 
192 Wherry units and one set of public quarters, to arrive at a net deficit of 275 
units. 

To meet the above deficiency the Air Force proposed a program of 114 units of 
title VIII (Capehart) family housing. The Secretary of the Air Force certified to 
the need of this housing at Presque Isle on September 5, 1956, and the Field Office 
Director of the Federal Housing Administration at Bangor, Maine, concurred 
therein on October 2, 1956. The program proposal was received during the early 
part of November by the Assistant Secretary of Defense (Properties and Installa- 
tions), who had been delegated the authority to approve development of Capehart 
housing projects by the Secretary of Defense. 

Because of the shortage of private investment capital, both short and long term, 
which began to impede the progress of the Capehart program in the fall of 1956, 
it was decided to defer new approvals wherever possible, until investment funds 
were no longer in short supply. Another consideration was the desire to reduce 
inflationary pressures on the general economy by slowing down the rate of con- 
struction of military family housing to a rate which the private capital market 
could absorb. Accordingly, the requested project for Presque Isle was deferred 
for later consideration. 

A further factor was the existence of the 192-unit Wherry project at Presque 
Isle, the acquisition of which would have become mandatory should the Capehart 
project have been approved. In view of the backlog of mandatory Wherry 
projects, it was considered advisable to defer the Presque Isle Capehart project 
until the overall Wherry acquisition prozram was further advanced. 

Indications are that the shortage of private investment capital has progressively 
eased in recent weeks. It is also understood that the Air Force has now reached 
an agreement to acquire the Presque Isle Wherry project by negotiation. In the 
light of these recent developments, it will be possible to give favorable considera- 
tion to the Presque Isle Capehart project upon its resubmission by the Air Force. 


DOW AIR FORCE BASE 


The initial military family housing program for Dow Air Force Base requested 
approval of the development of 685 Capehart housing units, based on a gross 
requirement of 1,064 units, less available stated adequate community support 
of 275 private rental units, or a deficiency of 789. These requirements were 
predicated on fiscal year 1959 strengths provided by the Air Force when it re- 
quested, and this office authorized, the development of the project on November 3, 
1955. 

The requirements were again reviewed recently when the Air Force reduced 
projected military strengths below those originally provided. Gross housing re- 
quirements of 860 units and available adequate assets of 275 private rental units 
produced a deficiency of 585 units. Accordingly, the original authorization was 
amended to permit the development of 415 units, the maximum permissible project 
under our established programing criteria. 

These criteria in essence are as follows: 

1. Programing shall not exceed 90 percent of personnel entitled to quarters 
namely: married officers, married warrant officers, and married enlisted men in 
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E-7, E-6, E-5, and those E—4’s with more than 7 years’ service, plus key civilians 
whose residence on base is required by military necessity. 

If projects are justified on the basis of projected strengths, programing shall 
not exceed a combination of 90 percent of current requirements plus 75 percent 
of the projected increase. 

The programing figure referred to above shall consist of the proposed con- 
struction, acceptable government assets, and acceptable community support. 

2. Normally, on-base construction shall not exceed 55 percent of gross require- 
ments, except that a maximum of 75 percent will be permitted where justified 
by isolation or military necessity. Isolation shall be defined in terms of lack of 
acceptable housing. 

3. The amount of adequate housing available in nearby communities will be 
arrived at in either of the following two ways: 

a. A calculation of survey reports provided by the Service, consisting of the 
number of private housing units reported as adequate, plus 20 percent of the 
number of units reported as substandard and 30 percent to 50 percent of rental 
units reported as excess cost. 

b. An estimation of community support will be made only for installations 
within established commuting distance of cities of 10,000 or more. This support 
will be 1 percent of the population of the city or 10 percent of the gross military 
family housing requirements, whichever is less. 

The greater figure arrived at in a. or b. above will be added to existing Govern- 
ment assets and programed construction to produce the programing total. 

Application of the criteria, based on the information provided on Dow Air Force 
Base are as follows: 


| Number | Percent 
Gross requirements. - 860 100. 0 
Officers 325 | 
Upper grade enlisted hae 535 | 
Existing assets __- : : 356 | 
Military control : ; | 0 | 
Community support 356 | 
a. Calculated (356) 
1. Adequate (275) | 
2. Substandard (25020 percent = 50) 
3. Excess cost (10330 percent =31) 
Proposed Capehart project | 685 | 79.6 
Total military assets ‘ . 685 | 79.6 
Total all assets 1, 041 | 121.0 
Reduce all assets to 90 percent am 774 |-- 
Less assets ___- ‘ — 356 
Approvable project _- =e ints ; 418 | 








Informal advice from Air Force indicates that projected strengths have again 
been revised to include new activities. These revised strengths will be approxi- 
mately the same as those provided when the project was originally submitted to 
this office for consideration. The Department of the Air Force is expected to 
communicate its revised requirements at Dow Air Force Base to us as a basis for 
reevaluating the housing requirements at that installation. 
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